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Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
ASSETS

Current Statement Date 4
1 2 3
Net Admitted December 31
Nonadmitted Assets Prior Year Net
Assets Assets (Cols. 1-2) Admitted Assets
e BONAS.. ettt | s 2,270,113,791 | oo [ 2,270,113,791 |.......... 1,881,600,490
2. Stocks:
2.1 Preferred SIOCKS. .......coiiiricrc e [ e | e | e 0 [
2.2 COMMON SIOCKS......euveeirriaieeisceeessceeese sttt ettt ss st sssssnnns | cresenessnns 857,304,625 | ...cocvvrnnee 18,938,012 | .ocovvenee 838,366,613 | ..ccevvenee 800,433,976
3. Mortgage loans on real estate:
BT RIS BN .ot | et | e | e 0 [
3.2 Other than firStIENS.........coieiiiiiiicre s [ e nes | ereeerisennenssnnnns | e 0 [
4. Real estate:
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES). ... vverveeeeesereeeesesee et eesesssesessssess e s sessssses s ssessessessesssessnnens | oeseseesnees 192,795,834 [ ..o | v 192,795,834 | ............ 194,914,444
4.2 Properties held for the production of income (less §.......... 0
ENCUMDIANCES)... e tevteeeescreeeieeseaeesesetsieessessesesesesesasessesesesssasssesesesessssssesesesesesssnsens | setesasassssesssssssssnsesesans | eeessssesssssnsnmsssnsnsssnenes | coetessenssssesnesensnennees (O
4.3  Properties held for sale (less §.......... 0 €NCUMDIANCES).......ceveeicneerenireneneneieeeisneneens | eereieenenesieieiseneseenenees | eeeesssssesssesssssensssnnnnes | coeeeesenenseseessneneseeees (O
5. Cash ($.....(81,594,817)), cash equivalents ($.......... 0)
and short-term investments ($.....72,109,147).........corurrmrinrinenrineeeeneeseesseessesseeessseseses | creessensenes (RN (1) F DO ISR (9,485,670 ..ovvvven. 184,594,801
6. Contract loans (including §.......... 0 Premium NOES).....vvveeeerceririreeerire et eseenes | et seeies [ ereieireninereeesnenseesienns | ceeesereieeneneeeeeessenes (O
7. Other iNVEStEd @SSELS........c.ovuiiriiiiiiciiciice e | cenreeinias 196,571,357 |.oveveereniincnienns [ v 196,571,357 | .ovvnvne 191,571,086
8. Receivable fOr SECUMMES.........coiiuiiiiiciciriciiee e | e 62,044,872 | ..o | e 62,044,872 |...ooooriiririciries
9. Aggregate write-ins for iNVESted @SSetS..........cruririieerrricirrrreeeese s | e [ I [ I [ I 0
10. Subtotals, cash and invested assets (LINES 110 9).....ccuruvriiriirirrnnnieieeesrneeeeeieeseseeens [ e 3,569,344,809 | .........c.... 18,938,012 |.......... 3,550,406,797 |.......... 3,253,114,797
11. Investment income due and aCCTUBM.............ccvuciniiciniieiniieinice e | e 18,941,507 ..o | e 18,941,507 | ......c....e. 14,746,343
12.  Premiums and considerations:
12.1 Uncollected premiums and agents' balances in course of collection..............ccccoeeveees [ veirnnis 51,366,427 |..covoveerrnrceennns | v 51,366,427 | ..c.cvennne 15,138,964
12.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including §.......... 0 earned but unbilled premiums)...........cocoeerrrines [ errirnrrnnerinrnnens | e | e (O
12.3  Accrued retroSpeCctive PrEMIUMS..........ccuririiiurueireriecseeeieeeeseseseeeeseeesesseseesesesssssesesesns | eeeseseseensnsnssesnssenssenees | eeteerenssssesnsssnensesnaenns | seessssessensssssesssssnees (O
13. Reinsurance:
13.1 Amounts recoverable from FEINSUTETS.............ccccviiuriiriiinicinicricneesseenesnsnens | e | ereenseesss s | e 0 [
13.2 Funds held by or deposited with reinsured COMPANIES............covrrurriererniierniens [ e [ | e (O
13.3 Other amounts receivable under reinsuranCe CONraCtS.............cooveuieercrieninnieneins | e | | s 0 [
14, Amounts receivable relating to uninSured plans............cococeueeriieccnnincereeesseseeeeees | e 50,248,047 |..coiveeirnieeennne | v 50,248,047 | ..cccveunne 13,602,992
15.1 Current federal and foreign income tax recoverable and interest thereon...........ccccovvvcerees | errnincninnnneieeeies v | e (O
15.2 Net deferred tax @SSet..........cccoveuriciriiiriccc e | e 20577447 | oo | e 21,577 447 | oo 23,450,593
16.  Guaranty funds receivable or 0N AEPOSIL..........ceurriiiirirrrcceierre e seneisiees [ eerereeirnineeerrrneeies [ cereereneneensne s | s (O
17.  Electronic data processing equipment and SOftWare............cocceurrreeierininecneneeneeesneeees | ceeeinines 53,120,654 | .....cccuu 53,120,654 | ..oooerrcce (V1 IO 51,262,963
18.  Furniture and equipment, including health care delivery assets ($.......... [0) ISR TSN 8,789,331 [ oo 8,789,331 | .o [V I 9,474,926
19. Net adjustment in assets and liabilities due to foreign exchange rates...........ccocoviirnnnae [ o [ | (O
20. Receivable from parent, subsidiaries and affiliates...........c.c.cooerrrriirnnnierrceesnees | e 30,011,455 | ..o | v 30,011,455 | .o 25,610,717
21. Health care ($.....13,680,701) and other amounts receivable..............couevereererneernreneirneinenns | ceeneereiens 71,064,812 | oo 2,564,042 | .............. 68,500,770 | ..oovverrenee 78,008,073
22, Other assets NONAAMITEA............cooiiiiriiiccc et | ettt | orieensies e | eeeisieiese s 0 [
23. Aggregate write-ins for other than invested @ssets.........c.coceurrirreinieercesseseeen | esrines 269,991,470 | .ooovvvennes 86,309,046 | ............ 183,682,424 | ............ 771,933,907
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 10 through 23)...........ccuveurirnrenreneinirneereieneessssseissesessesesessssssessesssessenes | oesesseens 4,144,455,959 | ............ 169,721,085 |.......... 3974734874 |.......... 4,256,344,275
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS...........ccoeeoeoees [ corniiinnnnnirnnninins | e | e (O
26. TOTALS (LINES 24 AN 25)......ccuuiereerceeernisneeseeeesesenesssieisesssessesssessss e ssasssessessssssesssessanes | aeseesnes 4,144,455,959 | ............ 169,721,085 |.......... 3974734874 |.......... 4,256,344,275
DETAILS OF WRITE-INS
0907, et eeaeere ettt E RS e ettt nnsens | rentestent sttt entns [ cesesiesseneensenenstennenes | eeeientest st (N
0902, .. ettt ettt £ttt ennsens | reninsten e ent st nentns [ crseniesteneensennnntennnne | eeeient sttt (N
0903, ..ottt ettt E £ttt ennsens | reninstent st ent et st [ ersesiesseneentenenntennenes | eeesene sttt (N
0998. Summary of remaining write-ins for Line 9 from overflow page..........cocooveeerrnncnccnnnnies | e (VI O (VI O (VI O 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 BDOVE). ... reereurerrerrresisaressrsssessnssrssnessesne | sresessssssssssessessnsnes [\ I [\ I [\ I 0
2301. Miscellaneous Accounts RECEIVADIE. ... | erveinnieinnees 2,796,907 | ..occvvcinnns 2,796,907 | oo (U IR 35,983,264
2302. Securities Lending Collateral RECEIVADIE...........c.ccriiiiiiiirice e [ eerenineeesneneeesnnes | eeveeeseneneeeesnnseees | eereneeiessene e (1 I 390,298,779
2303. Prepaid and Other ASSELS..........cvuueeruriereirreereeeeieiissesesseseses s sesessese st ssesssenssssnssas | seeessessnsenes 5,351,030 [ .oooviirinn 5,351,030 [ oveovveeircireineieiines 1 I 3,273,753
2398. Summary of remaining write-ins for Line 23 from overflow page..........cccocvveeeernnncnccieincns [ cveveiene 261,843,533 | ..ovvvenne 78,161,109 | ...c.co.c. 183,682,424 | ............ 342,378,111
2399. Totals (Lines 2301 thru 2303 plus 2398) (LiNe 23 BDOVE).....cv.rerrrrrerrerrrrersressesnessrsneseseness | eessseseens 269,991,470 | ..coooevnnee. 86,309,046 | ............ 183,682,424 | ........... 771,933,907




saerentsattiacnst zsotove 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 reinSuUrance CeAed).........cuvuereururererereeieereseeeieeeseneerees | cereeeeeieenns 619,798,691 |.eovoeieeeeerrneereinirrnens [ v 619,798,691 |..cvvrvnen. 576,481,245
2. Accrued medical incentive pool and boNUS @MOUNLS...........c.ceueuririiieerererreniieeesrnes [ e | e [ et [0
3. Unpaid claims adjustment @XPENSES...........ccurururriniiieiririnirieieieesese e eeeeseseeseesees [ ceeeeeneannnienns 64,764,059 | ..o [ 64,764,059 |....cccvvuenne 55,467,674
4. Aggregate health poliCy reSEIVES...........cooirrniiirirreeesreeee s | e 423,950,938 | ..coveeeerrieienieneeeins [ 423,950,938 |...ccovennns 475,739,600
5. Aggregate life POIICY MESEIVES. ........cciurirriicieieire ettt et ssesenesees [ ceesesetesnsnsssessasssssssssesess | sesesessensassesesnsssnsenesessnns | ceeteessasseseassnsnsnsesesaens [0
6. Property/casualty unearned premilm FESEIVE..........ccurururiiueurieerereeieieieeerereesesnaseseins | ceeereinesenessessseessseeseeess | eeseeessenssssesessessnsesesssenns | ceteesessseseasssensseseensenns [0
7. Aggregate health Claim rESEIVES.........ccuiuiriiiii et esenees | et neeneiens | cereteeseneneseseesessneesetsneens | crebeerennseseaseseneseseeenenas [0
8. Premiums received in @dVANCE............ccoieiiieiniieirieinieiriieiiieseie e sseesssessnnies | eetninsnissenssennsennssennes | cenrieinsiesnseensensseenes | et 0 oo
9. General expenses dUE OF ACCTUBM...........cueviuiurureeeieeieesineeseeie et seneseeensnnees | eoeseeeisenenes 120,496,101 ..o [ 120,496,101 |...cvovnnevee 113,184,303
10.1 Current federal and foreign income tax payable and interest thereon
(including $.......... 0 on realized gains (I0SSES)).......cueueururirirrereririreeieereneseeeireee e [ ceeeeeeeaeneienas 41,145,397 [ oo | e 41,145,397 |..ooviie 33,652,739
10.2 Net deferred tax Hability............covoereeriiic e [ ceerereieise e seseseiees | sereieeseneseseests e seseaesenns [ creteensanseteeet s neneeeeeeas [0 R
11.  Ceded reinsurance premiums PAYADIE...........c.c.cururiiuiiririeiiceieseeeiesseeineeiseneneees [ ceeireneesensseseneseeesessenenes | eeeeeseesesensnesesessessseesees | sesesesessensneseesesessneneeees [0 R
12. Amounts withheld or retained for the account of Others.............cccoevvivnirncnicinicces | v 7,938,620 ..o | e 7,938,620 | ...oovvvnnne 5,506,735
13.  Remittances and items ot AllOCALEA..............ccoveiiririieiiiciiccceercnenres | | e | s 0 oo
14.  Borrowed money (including $.......... 0 current) and interest
thereon §.......... 0 (including $.......... 0 CUITEBNE)...v.veieecte ettt ssiesiesiens | ereeiieisesse e sssssssssssssens [ ereieiee et seseses [ ersessessessesesese e 0 [
15. Amounts due to parent, subsidiaries and affiliates.............c.cccoeoerrnieeeinnncinseins | i 8,745,443 ..o | e 8,745,443 | ...cevi. 8,618,964
16, Payable fOr SECUMHIES. .......uvvuieerirereiie ettt es st enesenin [ eeveeeisessnnenns 55,814,528 | ...covvurenerreineineeneinens [ 55,814,528 | ...coovverineiriineineineiens
17.  Funds held under reinsurance treaties with ($..........
authorized reinsurers and §.......... 0 UnaULhOMZEd FEINSUETS).......cucueeriircrriririniereiiees [ eeriririeiesnneeesisnenees [ e | e s [0
18.  Reinsurance in unauthorized COMPANIES..........c.cururiiieiiririeieieeeeie et sees [ ceeireneere s seseseiessssnsees | eeeesereesesesenesenesseseseesees | sesesesssssnennseessseseneseses [0
19.  Net adjustments in assets and liabilities due to foreign exchange rates............cocovvevee [ [ e [0
20. Liability for amounts held under uninsured accident and health plans...........c.cccooeeeeeies | eeeirninnnne. 141,392,514 | ..o [ 141,392,514 |...cocoeee. 136,344,660
21.  Aggregate write-ins for other liabilities (including §.......... 0 CUITENE).. e eveeneeceneereeeeens [ rrrsnessinns 471,347,041 | oo 0 [ 471,347,041 | 953,225,076
22. Total liabilities (LINES 110 21)....curvurrririrericereireeeseeeeineisisssieesenssee et ssssssesseneas | ceseseseens 1,955,393,332 |..coovvereriineieeineieninas 0 [ 1,955,393,332 | ...evvnne. 2,358,220,996
23. CommOon Capital STOCK........c.euririierieireiriicieies et es | e ). 9 GO IS XXX et | e | e
24.  Preferred Capital STOCK..........cocrururieieirieic et | e ). 9 GO IS XXX et | e | e
25.  Gross paid in and contributed SUMPIUS............ccreruririniiirneiceesseeesee e eisnenenes | v ). 9 GO IS XXX et | e | e
26, SUIPIUS NOLES. .....eveiiectceciieiree ittt et et ea e seneisnenns | sreessnnennas ). 9 GO IS XXX et | e | e
27.  Aggregate write-ins for other than special surplus funds............cccovveeeeennncninncnns | v ). 9 GO IS D99 T DO (0] IS 391,375,006
28.  Unassigned funds (SUMPIUS).........cvuceurvreeeereeeeseeneresineisssesessesesessssssssesssessessasssssanes | cesessnsesnns ) 0.0 U P ) .0 I PO 2,019,341,542 | ............ 1,506,748,273
29. Less treasury stock, at cost:
29.1 .....0.000 shares common (value included in Line 23 §.......... (0) IO ISR ). 9 GO IS XXX et | e | e
29.2 .....0.000 shares preferred (value included in Line 24 §.......... [0) ISR PR D00, ST T XXX i [ | e
30. Total capital and surplus (Lines 23 to 28 minUS LINE 29)..........ocrrurerreeneerereneereeeneereees | cornernrinnns ) 0.0 U P ) .0 R I 2,019,341,542 [ ...ccoo..o 1,898,123,279
31. Total liabilities, capital and surplus (Lines 22 and 30)...........cccccecvrerrrrrnnnennrcnniene | cviieenns 20,9, ST [T 90,9, S [ 3974734874 |............ 4,256,344,275
DETAILS OF WRITE-INS
2101. Postretirement LIGDIIIHIES. ..........cc..rveeerieririeneieeineisceneiecesei e isseesesesesssiessssienss. [ eeeseesenesens 172,830,557 [.oovereeneineneeneneincinens [, 172,830,557 |...coovvenee. 314,060,732
2102. Securities Lending Collateral Payable...............ccciiriiiiiiiicerncieceisrnesieneieieees [ ereiessnceesssneeseiens | ceeieisenenesesissseseseessees [ ceeeeenensseeeesessseseesneens (0] IO 390,298,779
2103. Liability for UnCashed ChECKS..........ccrwrrerrrreererrneireiieeseesseeesseeeesssseessssssessssssessannns. [ oeseesenennens 12,161,412 [ [ e 12,161,412 [ .o 12,708,651
2198. Summary of remaining write-ins for Line 21 from overflow page........ccccccooervnnccieens feviinnnne 286,355,072 | .o (0] IS 286,355,072 |.cocvveenne. 236,156,914
2199. Totals (Lines 2101 thru 2103 plus 2198) (LIne 21 8DOVE)......verernrurrnreisirnriieesnesseenes [ereersnenees 471,347,041 | oo 0 [ 471,347,041 | 953,225,076
2701. Managed Care Division Accumulated FUNdS............cococrurrniniennneccseeeeeeeeees e ). 9 GO IS 9.9, SOOI VSRR VUSRI 152,393,126
2702. Accident Fund Insurance Company of America Accumulated Funds............ccccoeevnneces [ e ). 9 GO IS 9.9, SO VSRR VUSRI 238,245,880
2703. DenteMax Accumulated FUNS............ccooiuriiiriiicrnce s | e XXX [ e XXX eovtevrieies e | e 726,000
2798. Summary of remaining write-ins for Line 27 from overflow page.........cccccocoevvnncicinns [ eivinnnn. )..9 SN ST D9, 9 O DO (01 I 10,000
2799. Totals (Lines 2701 thru 2703 plus 2798) (LINe 27 8DOVE).....c.veruerresrennensmrsriiersnessmsnnes | cennesniens XXX [ XXX [ 0 [ 391,375,006




saerentsattiacnst zsotove BLUE CROSS BLUE SHIELD OF MICHIGAN
STATEMENT OF REVENUE AND EXPENSES

Current Year to Date

Prior Year to Date

1 2 3
Uncovered Total Total
1o MEMDET MONENS.....eoeeeaie ittt nen | rnissnsssinees O IS PR 7,954,129 | oo 8,325,111
2. Net premium income (including $.......... 0 non-health premium iNCOME)..........ccceurirnicerinnicrrnecceen | e 99,9, CHNINY I 1,343,560,941 | .....ccoeee 1,377,853,952
3. Change in unearned premium reserves and reserve for rate Credits..........cooovneerernnieecsnneieeenes | e ), 9.9 GO IS 51,788,662 |...covvirrvnrrinnn 4,531,495
4.  Fee-for-service (netof $.......... 0 MediCal EXPENSES)......cuveeiirerriririrererereieieenese e seseesienens | creieiseneennens XXX ereirires [ | s
5. RISK TBVENUE. ...t | erieinnieinnia XXXt [ e
6. Aggregate write-ins for other health care related reVENUES...........ccceiririccersncceeeeeeee s | e 99,9, O SRR (0 0
7. Aggregate write-ins for other NON-health FEVENUES............ccueuiiiirireices e | eesreninieeaeas XXX e | 0 | 0
8. TOtal FEVENUES (LINES 210 7)..evuceriereerrieeeecieie ittt ss s ensnes | seessnssnsenes ) 0.0 RIS IS 1,395,349,603 | ....covvvvnne 1,382,385,447
Hospital and Medical:
9. Hospital/mediCal DENEFILS. ..........cuririiieiieiceee ettt | 2tetensetetet et ne et n e netens | neereteeneneeeees 999,883,553 | ...cevevririnnne 953,959,204
10, Other ProfeSSIONAl SEIVICES........c.curuiiiiriiicieiei ettt et ee s s e | seeeessssetesesnesessteassesnesesetens | eeeesnsaeneeeanenees 23,936,555 |..covevrrinienn 25,884,301
11, OULSIAE TEIEITAIS. ...t | ettiet sttt ninnens | cetetietsins st nnens | cettiet bbb
12. EMergency room and OUB-Of-GrEA..........c.ouiiuiuruririiicieieteiri ettt cesees st ese st se st sssssesebessses | seessesessessassssesssassssssesesesanns | etessesesssssnssesesesssnssssesssesnns | seessssesessssssssesesssssnssnsesesanns
13, PIESCIIPHON GrUGS..euvvoearieiecisrceeeiseeic ettt sttt ssns | essntssst et st s ssestessentnnsas | crsesesnssnessnsens 202,674,542 | oo 239,361,582
14.  Aggregate write-ins for other hospital and MEICAL............ccooiiiiiiiccrr e | e (01 (0 0
15.  Incentive pool, withhold adjustments and bonNUS @MOUNTS............ccoerriiuriririieieereeceesneneeeieisenenens | crersesesesrsnsssesesesnsssesesrsnns [eoronesesnssnnssesssesnsssesssnnns | oersesssnsnssesssnanes 1,582,161
16, SUDLOLAI (LINES 910 15)....uuieureuiieieiieciee ittt sttt entns | eeisnstn st entess st enesent (U 1,226,494,650 | .....ccocovvnne 1,220,787,248
Less:
17, Net reINSUIANCE MECOVETIES..........oiuiieiiiieiet ettt essesensnies | etenistenisssnisnentsnenssnsnnsnsnnens | oobonessonisssnssnonssnsnssnsnssnsnnens | cononiesnisssnssssnesnenssnsnsnsnnans
18.  Total hospital and medical (LINES 16 MINUS 17)........cruruririiirieiririineeieesre sttt snsenees | eoesetessesesesetetseseneeseeeseens (VN 1,226,494,650 |......ccoccee. 1,220,787,248
19, NON-NEAIH ClAIMS........oiiii e | ettt nninnns | cetriettist st nnns | cettiet st
20. Claims adjustment expenses, including $.....7,193,417 cost containment EXPENSES...........covurvereveriens | orveieireiseiseisessessesssssssenis [ ereieieieeens 36,571,748 | ..o 31,931,483
21, General adminiStrative BXPENSES. .......cucuririiirrerirririeieieie sttt sese et sesesssesesssesesenens | netetesssssseiessssenesseessssnessnens | crereesensnseenannns 67,284,511 | .oeiiicine 101,448,205
22. Increase in reserves for life and accident and health contracts (including $..
increase in reserves fOr life ONIY)...... ..ot sn e | srsnsssesssnsnsnssesesssnsnsesnessnns | ernesrsisearasaniens (3,201,000 | 2o
23.  Total underwriting deductions (LINES 18 throUugh 22)...........c.ceeuuiereriereireeieineiesinsiseeieesesesssssseessesens [ erissssssssssssessssssessessesnens 0 [ 1,327,149,909 | ..oooovvininnn 1,354,166,936
24.  Net underwriting gain or (10SS) (LINES 8 MINUS 23).........vururrrrrererreieerisneeeessseeesseseesssesssessessssssessnes [ essessssssesees DO, SIS [ 68,199,694 |....cooirrinrines 28,218,511
25. Net investment iNCOME BAMEM............cccviriiiriiiiic s [ ettt [ e 20,583,454 |.....cccoovvinnnn 14,412,253
26. Net realized capital gaiNSs (I0SSES).......ccururuririireiriririririreieietrerereseeeestee e ietetsesesesesseessesesesesesssesssssnenes | ntsssssssssesssssssnsssssssssssssnns | eossnssssssssenenens 20,682,487 |...ooooviiee 20,280,576
27.  Net investment gains or (10SSes) (LINES 25 PIUS 26)........c.curuuririmieruririnirieieisrenece e seeeiseseessess s | eeseesseisese s seeeees (U T 41,265,941 [ 34,692,829
28. Net gain or (loss) from agents' or premium balances charged off [(amount recovered
I 0) (amount charged off §.......... )]ttt [ ittt snsenes | sesies et | srest sttt
29. Aggregate write-ins for Other iNCOME OF EXPENSES......c.urvrvirrverruririeerirereeieieieiseneseseneeeeeesessseesesesesseennes | sosreeersese s eess s seseeees (U 8,819,671 [, 24,986,114
30. Netincome or (loss) before federal income taxes (Lines 24 plus 27 plus 28 plus 29)..........cccoervnercnies | corrrnneannns 90,9 CHRRY RS 118,285,306 |.....cccovvvreunne 87,897,453
31.  Federal and foreign inCOME taxes INCUITEA...........ceriiiururirrieiicierenceeeeis e sesesseeenes | creeeseeseanaes P00 S 20,916,000 |...coooveernee 12,952,000
32.  Netincome (10sS) (LiNeS 30 MINUS 31)........coiiuiuiiriiiiiicieirieecicieieieeeceetseee et snenenenees | coeieieeneannees 90,9 SO S 97,369,306 |......ccccrurrneeee. 74,945,453
DETAILS OF WRITE-INS
080T, oottt ees et sttt R RS e bbbttt tenns | aniieeieneeneeas XXX oritririrnrins [ nerneerneeneesneenesineeessseesnens [ cesseeseseessesenessessesseesesen
0B02. .. eecereeeeseesees sttt enns | sniieeseneeneeas XXX oritririrnrins [ nerneerneeneesneenesineeessseesnens [ cesseeseseessesenessessesseesesen
0803, ..eoceaeeeeseee et es ettt R RS R Rkttt tenns | eniieeieneneeas XXX eritrinernrins [ onerneerneeneesneenessseeesssssnsens [ cesseessseessessnesseseessee s
0698. Summary of remaining write-ins for Line 6 from overflow page..........cccoevvriecrnnnnencessrsseceeees [ e XXX e [ (0 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LINE 6 ADOVE)......cevrrerrruirerersiressesressessrssnessersssersnessssensnesns | snesessseseens DO IS (RO 0 o 0
0707, ettt R RSttt nnns | sniieirenineeas XXX oritririrnrins [ nerneerneeneesneenesineeessseesnens [ cesseeseseessesenessessesseesesen
0702, oottt RS £ bbbttt enns | sniieerenineeas XXX oritririrnrins [ nerneerneeneesneenesineeessseesnens [ cesseeseseessesenessessesseesesen
0703, ootttk R RSttt nnns | sntieirenieneeas XXX eritrinernrins [ onerneerneeneesneenessseeesssssnsens [ cesseessseessessnesseseessee s
0798. Summary of remaining write-ins for Line 7 from overflow page..........cccoeevriieernnninencessnseceeees [ e XXX e [ (0 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (Line 7 @bOVe).......coviiiueueuiiiiiiiciiieisisisieccessisisiseeeieeseersnsnes [ ceinnsisineae XXX i | 0 | 0
OO PP U OO PO oo PTT POTOT OO OO OO DOTPOO TSRO
402, et RS ARttt st entnns | eestetsest et st b st b ntentns [ crrentseet s e st ent s st nsenes | ettt
403, ettt entntnes | eestetsest et st et en e st estensns [ crtenis st s st ent st nsenen | ettt
1498. Summary of remaining write-ins for Line 14 from overflow page...........cccovreeirnrnniceeicnrneeieeesens | v (01 (0 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LINE 14 @DOVE)......euuirerrrierreriarsreisiessisrssnessesssssesnsssessnssnees | sesssssssssssssssssssnsssesnsnes 0 o 0 o 0
2901, MiSCEllaNEOUS INCOME..........cuuiuiiiiiiiiiiiiieiiet ettt | ettt | et 8,819,671 [..ovveiiiiiins 4,562,414
2902. Gain/ (Loss) from Managed Care DIVISION.............cocururureriririiiecieieissireeece et ese e ssseseseeens | ereteensssnsetessenssssesesessnnsenes | nesetessenssssesesssnssesssssesssssens | eereseseesensnenseeees 6,089,000
2903. Gain (Loss) from Accident Fund Insurance Company Of AMETICA. ..........oruueurururinireeinieiieieeseseeeeeisines [ ereieerenisiesesneneeseiesnneenes | eereieeseseneseses s seeseeesssnsens | eereseseeseneneneeeees 9,821,000
2998. Summary of remaining write-ins for Line 29 from oVerflow Page.........coveeueururirninieeirsirneeieieeseseeenes | cereieisineseeeesse e (01 (01 I 4,513,700
2999. Totals (Lines 2901 thru 2903 plus 2998) (LINE 29 BDOVE).....cv.eveurerrrrsrerrrssressisaneerssnsssesarssnesmsassssesensssess | eorssssssssssnssssssssssnssssssnsacs 0 [, 8,819,671 [ 24,986,114




Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

Current Year ’
CAPITAL AND SURPLUS ACCOUNT to Date Prior Year
33.  Capital and SUPIUS PriOr FEPOTTING YEAT..........euiueurerieisteeieteerireeeeee e eees ettt seees ettt ee e ses bbb essesesebebessssensesesesessssnsesassssssnnesesessnnsne | essesssssnnenns 1,898,123,279 | ..ccvviinnne 1,532,349,682
GAINS AND LOSSES TO CAPITAL & SURPLUS
34. Netincome OF (10SS) fTOM LINE 32........coiuiiiieiiiiie ettt et es s e es b et ee et es et eseasses s ensnnenesans | creteueenssnnnenannns 97,369,306 | ..covvrierennnne 374,497,394
35.  Change in valuation basis of aggregate policy and Claim FESEIVES. .......c.cuiuririiiiiieireeeei sttt b esesstesesssess | 2teeseassenetsssssessesesssnssesssenes | oeteeseassesetesnssssseaeeeeneseseeees
36. Net unrealized capital GAINS ANG IOSSES.........c.oviiueuriririiicieiete ettt bbbttt sensn e [ cretetseneneneenanans 44,823,720 | oo (8,723,796)
37.  Change in net unrealized foreign exchange capital Gain OF (I0SS).........veururiririiiieirirricreeeis ettt sse et sessetesenns | cteeseseseteasssssssssesesssnssessannes | oeteeseassesetesesnseseaesseneseseeees
38. Change in Net AETEITEA INCOME TaX.... . .eururuiiriicieieieie ettt ettt eb bbb e s et es e e e e b et et s e s esesesensassnsetesans | sbetasnsenesssssnsnnsesesssnssenennnns | oetetssassetetesnsaeeseaessensseseeees
39.  Change in NONAAMILIEA @SSEES..........iueuririeieiiieieieie ettt b bbbt ee bbb e s et sebebebes et ansnsebesesasassnsans | sbesasssenesssssnsnnsesnsssnsennnnnns | betetseassetetesnsateseaeesensseseeees
40.  Change in UNAULNOMIZEA FBINSUFANCE. .......c.cuvieeeeetirirci ettt ettt s bbbt s bt s st et s ses b et esess e sesetabessnsenesesesans | £essesesesnensnsesetnsnsnnsnnetnsanes | seessesesesssnsssetnassasnenseeesanas
41, ChaNGE IN TrEASUNY SOCK. ... ..vviuieteetetreeiis ettt ettt ettt cs bttt et s s e et b e s e e s e e b e e e e e b ee e b e e e sesebes e e e e seb et et et as s sesetebesesassnsatess | sessesesesssnssssesnsnsnsnsnnsnsnsasnns | seessesesesssnssseteessnsnssnneeesanas
42, ChaNGE IN SUMPIUS NMOES.......ceuieiucieeeeieieie ettt ettt es st et es bbb e e s e s b e b e et a8 b e b b e £ e s e Eeb et e e £ e s ehe b e b et et ssebesesasasnssnnsesesasas | ersesesesnsnssnsnsnsnsnsnsnnsesnsases | seessesessssensnsetnessnsnenneeesanas
43. Cumulative effect of changes in aCCOUNtING PHINCIPIES. ........cvevvriiueurirtriririetr ettt ettt es sttt es s sere st e enees (20,974,763) | ...coveeereeeirieer e
44. Capital changes:
AA.1 PRI TNttt £kttt enstentnnte | entiest sttt sttt | deetee s sttt
44.2 Transferred from SUrPIUS (StOCK DIVIAENG).........c.oviiieiirieiieieteis ettt sttt ess bbb e s s snsesetenes | nesetetsessssetetsssessseseaetesssaens | creseieessaeseseenasensseseeetesannaes
44,3 TranSTEITEA 10 SUMIUS. ... eiueirieieteie ettt ettt s sttt s bbb s es bbb b e b o2 s E e b b e s ee e s e b e b e b es et et ebebasesasassetanasas | rsesnesesssnsnssnsnsnsnsnssnnnsnsnsnns | seessssesesssnsanserntesasnesnseensanas
45.  Surplus adjustments:
A5.1 PRIA MMttt £kttt s st ntnnte | entest sttt sttt | sestees sttt
45.2 Transferred to capital (STOCK DIVIAENG).........c.cururuririieieieier ettt ettt s snsesets | etnseseseenenssesetnsssnssenesnsennns | seessesesntnensansetetsssenssnseaesanas
45.3 Transferred from CAPILAL.............cc ittt es bbbt b bt e s bbbt e st et etesesannen | rtenneretetnentneretetennnsnnetetenens | srernretetee ettt ettt
46.  Dividends t0 STOCKNOIAETS...........co.iuiiiiiiiiicii bbbttt | ettt | et
47.  Aggregate write-ins for gains Or (I0SSES) IN SUMPIUS.......c...viuturururirisieietets ettt st es e et e bbb seesesebesesnsseesebebenns | ntetssstasssestsesnsnsesesnsnnaas 0 | 0
48. Net change in capital and SUPIUS (LINES 34 10 47)........ou ittt ettt ettt ensetetenenes | neseietsensneanees 121,218,263 ..o 365,773,598
49. Capital and surplus end of reporting period (LiN€ 33 PIUS 48)..........c.ceriiiuririiiiiiieiiie ettt seeeeenes | ceereceees 2,019,341,542 | ................ 1,898,123,279
DETAILS OF WRITE-INS
4701. Nonvested Retiree health ODIIGAtION...........ccuiiiiicee et ettt nnes | sbetesansetetsesestssseaessnssseneseans | seteentaeseieteensneeseeeb e e eeneeees
AT02. .ot R RS £ SRR £ £ LR E £ EE £ 4eER £ E £ EE e E e ER e EseER e E ettt f st et st | srttentiest et st n b n e nsns [ cesenti ettt st nen
OO OO OO oSO OO oo OO OO PRTT POTOTOO oS ORR
4798. Summary of remaining write-ins for Line 47 from OVEIIOW PAGE..........cviviurururiririeieieie sttt sns st nssnnenes | cnsetetsenennsetstes e seseeeaeeas (0 0
4799. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 BDO0VE). ... v reruurrrareieesersasesersaseseessessessesssessssess et sne s sns e ses s snssnsssssenss | cosssssnssnnssnsssnsssssnsssssasens 0 [ 0




Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

CASH FLOW

Curre:t Year Prior Yeir Ended
to Date December 31
CASH FROM OPERATIONS
1. Premiums collected Net Of FBINSUTANCE..............c.ciiiiicieiice ettt | einnietnnienneas 1,361,798,478 | .....ccovveuneee 5,704,356,546
2. NetiNVESIMENT INCOME. ..ottt bbbttt eienins [ etnnbetnnietnnienenia 17,481,835 | ..o 89,757,402
3. MISCEIANEOUS INCOME........ouieiirieiieciiiciieci bbbttt | et snbebsni st en i 34,667,114 | 108,869,223
4. Total (Lines 1 through 3)............ 1,413,947 427 ..5,902,983,171
5. Benefit and 10SS related PAYMENLS. ........c.ccuriiiieieieie ettt st enenaes | ebeenennnenaena 1,068,066,850 |.....cccccrvnvee 4,868,988,343
6. Net transfers to Separate, Segregated Accounts and Protected Cell ACCOUNLS...........ccucuruririireererirrneeeeieerneeieieieeeeseeeseenes [ e
7. Commissions, expenses paid and aggregate write-ins for ddUCHONS............ccuririiiiririrricee e [ e 178,713,198 | ..o 447 477,685
8. Dividends paid t0 POICYNOIAETS..........c.cuiuiiiiieicieeeti ettt ettt sttt ns e ses et benensenens | creteteentnnnetntnsnssesesetebessnsenetes [ ceesetetesseneeseest s se st e naas
9. Federal and foreign income taxes paid (recovered) $.......... 0 net tax on capital gains (I0SSES).......cuevrvererrereeererireeieieireresereieees | eeseseseseecesseaens 11,550,196 |..oooiviciaenas 79,300,041
10, TOtal (LINES 5 thIOUGN 9).....vveierieciriieeeii ettt bbbttt | sesteisaninnnians 1,258,330,244 | ...ovvvrrirrinne 5,395,766,069
11. Net cash from operations (Line 4 MINUS LINE 10).........ccirururiiiieieieiei ettt sse e ss et enennas | ereeeieeneneananiens 155,617,183 | oo 507,217,102
CASH FROM INVESTMENTS
12. Proceeds from investments sold, matured or repaid:
1201 BOMAS 1ottt ettt [ eetierseni et 649,879,112 | .ooovvvrerernnee 3,535,977,307
12,2 SHOCKS. 1ve-eeueeeece ettt b ettt | st sttt 702,887 |..vveneerrrneireienas 47,614,407
12.3 MOTEGAGE 0BNS. ...ttt ettt ee bt e s bbb eee st es e s e se bt esansetenesesnnsnnntans | seetseteteestatsesetetetstaesetetetannns | 2tetetntetet et aen ettt b et
124 REAIESIALE. ...t | ettt | e 4,176,594
12.5 Other INVESIEA @SSELS.........ciuiiiiiiiiticii ettt bbbttt | ettt 187,221 | oo 4,324,894
12.6 Net gains or (losses) on cash, cash equivalents and short-term investments
12,7 MiISCEIANEOUS PIOCEEAS. .......eveieieciieeee ettt ettt ettt et b ettt st s bbbt s bbb b s b bt s et s e nnee
12.8 Total investment proceeds (LINES 12.1 10 12.7)....c.ouiu ettt sns st sssssnnnnnes | seeresesesssensnenns 650,769,220 |....ccvvevrienee 3,592,093,202
13.  Cost of investments acquired (long-term only):
13,1 BOMAS. e teeeeeeeee sttt s RS R £ttt | ceeeiene et e 1,015,038,174 | ..ooovvrrieeinnns 4,018,295,735
13,2 SHOCKS. 1veureueueec etttk R ettt | ettt 20,966,162 |....cvovrvrrrienee 155,961,376
13.3 MOTEAGE 0BNS.......eeeeeeece ittt s et e s b ek e et s et et s snse st et ansetenesesansnnetans | seetseteteeetatsetetete et sesetetetannns | 2tetetntetet et e ettt a et
134 REAIESIAE. ...t | ettt 916,842 [ ..ooeieie 5,027,257
13.5 Other iNVESIEA @SSELS.........cuiuiiiiiiiiciciei bbbttt | seet et 35,894 [ .o 5,913,537
13.6  MiISCElANEOUS PPICATIONS. ... .c.ueeriiiecieieieeeieit ettt ettt s ettt st s bbb ses et a b st ss s b e b ebes e ansesebesesasnssnsesesnes | srsssesessssssensnnnssssssennensasassnns | sbetessnsesessssssnsnesessassssnsesasanas
13.7 Total investments acquired (LINES 13.1 10 13.6).....c.curururirireieicieieiere ettt en e | crnisesnsnsnnnees 1,036,957,072 | ...covvvennee. 4,185,197,905
14, Net increase (decrease) in policy 10anS and PrEMIUM NOES.......c.cuevriiiururiiiiircieieiee ettt sb ettt ee e setesstaes | 2reteessassesetessesssenesesessssseneas | ensesesserensseseansseneseseesaesasenes
15.  Net cash from investments (Line 12.8 MIiNUS LINES 13.7 @NA 14)......c.cuiiurirrieiierrreeeeis et eesssnes | eeeeieenensneenaeens (386,187,852) [ ....ccvveveeerenes (593,104,703)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1 SUPIUS NOLES, CAPIHAI MOLES........ceieceiiieie ettt s bbbttt ee et ebe s et snsesenes | 4eansesetssnsaesesetesassssesetetesannns | 2eetassesetetssnsansebetesaesensebetanas
16.2 Capital and paid in SUIPIUS, 1€SS TFEASUIY SLOCK. ..........curururieiiirieeirisiritciete ettt ettt ens st nsnsetesees | seensetetsessaesesetessssssesesesesasnns | 2eesassesesessensaeseeeaessessnsetesanas
16.3  BOrrOWEd fUNAS TECEIVEM..........cuiiiiiiiiic bbbt | cteniessnies st | ettt 151,515,000
16.4 Net deposits on deposit-type contracts and other inSUrance abIlItIES...............ccueueuriiiirrece e | et seens | ceeeseere st b s
16.5 Dividends 10 STOCKNOIAETS.............coiuiiiiiiciici sttt | cetbetnie sttt | ettt
16.6  Other Cash Provided (BPPHEA)...........veueerrerrerrrieireieeiseee ettt [ reisns e e ssnsnes 36,490,198 | ..ovvonvrinienninnes (37,017,183)
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6)...........cocourerernncrnins [ronniiciiinne 36,490,198 |...oooiiiiis 114,497,817
RECONCILIATION OF CASH AND SHORT-TERM INVESTMENTS
18.  Net change in cash and short-term investments (Line 11 plus Line 15 plus LiNE 17)........cceiiirrnnniieeesnneeeeseeseseseeieeees [ eeeieeneneneeninens (194,080,471) [ ..cvovevecercene 28,610,216
19.  Cash and short-term investments:
19.1 BEGINNING OF YT ...ttt ettt ettt ettt se sttt s s ssetetebenennnnnns | seesassnesesennnanns 184,594,801 |...ovoiiinns 155,984,585
19.2 End of period (LINE 18 PIUS LINE 19.1)... ..ottt sttt snnentns | conessansssnsssesnssans (9,485,670 | ..o 184,594,801
Note: Supplemental disclosures of cash flow information for non-cash transactions:
2010007 oottt f £ RS £ E £ E SRR R b s R R sttt en st | Hhsesteets st et en bbbttt | neet ettt
209999 TOtAIS. .+ 1e ettt ettt ettt E R £E R £E R EE SRR R E R et en sttt | ert ettt 0 [ 0




Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
EXHIBIT OF PREMIUMS, ENROLLMENT AND UTILIZATION
6 7 8

1 Comprehensive (Hospital & Medical) 4 5 9 10 1 12 13
2 3 Medicare Vision Dental Federal Employees Title XVIII Title XIX Stop Disability Long-Term
Total Individual Group Supplement Only Only Health Benefit Plan Medicare Medicaid Loss Income Care Other

Total Members at End of:

1. PO YOIt [ e 2,698,830 |...ccvvvrrnnen. 94,099 |........... 1,469,657 |...cccccenne. 202,867 |.ccocereireinene 5,749 (..o 31517 e 88,250 | ..euveuceeeeenrrneneenens [ e [ 826,691 | .ouceceeereeneenrinnns [ e | e
2. First QUaMET.......covueeereceieeeeceseceeee s | e 2,640,512 |..ovvrerenne. 94717 | 1,404,728 |............. 203,113 .o 5,549 ..o 27,323 | 72,626 |.ooovevveneencenceneneens e [ 832,456 | ... [ e |
3. SeCoNd QUAMET........covirieiiirie e e 0 e [ e | | | | [ e s e | [ e |
4. Third QUAMET.......cocueeririieeeeisr e eeeieis | e 0 [ e | e | e [ [ | | s [ | | e | e
5. CUMENt YA ...t | ceeiniennisn s 0 i [ | | ernsnnsnensnensnenns | ennsnsssnnnsnennsnsenns | eonenisnessnennnensnerane | eroniessneessnennsnessonenns | eroniensneessneensnesssnnens | eronienonenonsnennnenns | onessnsnsnensnennnens | sronsensnienonsenenrannns | oneessnessniensnesnineas
6. Current Year Member Months..........ccovvrnninninininns | 7,954,129 |.oooinnnn. 289,686 |........... 4,237,361 | ..o 613,065 |...cocoovnnnnn 16,739 [ 82421 | ..o 217,878 [ o oo 2,496,979 [ Lo [
Total Member Ambulatory Encounters for Period:

7. PhYSICIaN. ... | ceetee e 0 [ e | e | e [ [ | | s [ | | e | e
8. NON-PhySICIaN. ..o | st 0 i Lo | [ Lo [ | [ [ [ | | s
9. TOtAl e s [ P (O I (O I (O I (O I (O I [ I (O I (O I [ ISR [ ISR [ ISR 0
10. Hospital Patient Days Incurred..........coooerrnicicininnniins oo 0 i Lo | [ Lo [ | [ [ [ | | s
11. Number of Inpatient AdmisSSions...........ccooerriiiicinisnini Lo 0 i Lo | [ Lo [ | [ [ [ | | s
12. Health Premiums Written ..........cocoovevenncnercrcnns oo 1,447,138,265 |......... 43,720,817 |..... 1,240,957,016 |......... 53,986,692 |........... 4,902,258 |......... 24,137,880 |........... 55,180,795 | ...vovvevcrvrvrererrens [ | s 24,252,807 [ ...oovveeereenceneennnns [ [
13.  Life Premiums DireCt.........cccovcvurieinieininriniicrenienes | e 0 e [ e | | | | [ e s e | [ e |
14.  Property/Casualty Premiums Written...........cccocooriinrvns | oeennnnccesneneenes 0 [ e | e | e [ [ | | s [ | | e | e
15.  Health Premiums Eamed..........ccccoovvvvrevercvercrcncncnns [ oo 1,395,349,603 |......... 42,156,182 |..... 1,196,546,952 |......... 52,054,673 |........... 4,726,821 |......... 23,274,059 |........... 53,206,043 | ...coovvvrnrnirens [ | 23,384,873 [ ..o [ [
16. Property/Casualty Premiums Eamed............c.cocovvvernrns | eeennnnccnsnncees 0 [ e | e | e [ [ | | s [ | | e | e
17. Amount Paid for Provision of Health Care Services........... [ .c........ 1,183,177,204 |......... 48,852,376 |........ 964,682,393 |......... 84,029,605 |........... 4,080,114 |......... 21,737,250 |........... 48,777,086 [ ...eovececercenerererres | reereeneeneeneeneensennnens [ ceveene 11,018,380 |..vuececencrnrrerenns | e | e
18._ Amount Incurred for Provision of Health Care Services..... | .......... 1,226,494,650 |......... 49,912,042 |........ 996,462,015 |........ 89,235,119 |........... 4,251,157 |....... 19,403,843 |........... 50,267,685 ..o [ e 16,962,789 | ..o | |




Sameniasotarn o, i BLUE CROSS BLUE SHIELD OF MICHIGAN
CLAIMS UNPAID AND INCENTIVE POOL, WITHHOLD AND BONUS (Reported and Unreported)

Aging Analysis of Unpaid Claims
3

1 2 4 5 6 7
Account 1-30 Days 31-60 Days 61 - 90 Days 91 - 120 Days Over 120 Days Total
Claims Unpaid (Reported)
0399999. Aggregate Accounts Not Individually Listed-Covered........ ..o | cornessessesnsnsssneneeeees 26,311,998 | ..o 2,752,332 [ 338,808 [ 36,696 | oo 3,856 | 29,443,690
0499999, SUDEOLAIS...... e ettt | sesne sttt 26,311,998 | ..o 2,752,332 1808 [ i30,096 | o 3,856 | 29,443,690
0599999. Unreported Claims and Other Claim RESEIVES........c.ceuiiiiiiieieiiiicici s sinnes eeeseas 590,355,001

0799999. Total Claims Unpaid

619,798,691
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UNDERWRITING AND INVESTMENT EXHIBIT

Analysis of Claims Unpaid - Prior Year - Net of Reinsurance

Claims Paid Year to Date Liability End of Current Quarter 5 6
1 2 3 4 Estimated Claim Reserve
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred and 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 MEICA)...........c.evrrereirierieeire ettt | restsessessnssesiestans 360,296,472 [ ..ovvovrereerrecrrene 653,238,297 |..cvvverereirerineieie 99,680,008 |...eovererrrrneirrienes 388,472,044 | ..o 459,976,480 |...corvvrrerrrreirienn 455,312,764
2. MEICAIE SUPPIBMENL. ... eeceeireiaaiseeteissiseseees e s st bbbt n e | sebset s s st enes 37,061,269 | ... 46,968,336 |....ovvvereirrrineieiines 11,822,379 | .o 48,152,893 |...ovvririrriineieienas 48,883,648 |....coovieirrrireirniines 54,769,759
B DENEAI ONIY....eeeeeee ettt R ettt e | entieet ettt 4,681,419 | ..o, VR K 784,306 | ...vovereeciniiniereien 4,719,375 | 5,465,725 [ ..o 7,837,088
A, VISION ONY....ooierieiee ettt S £ttt | chneet st s sttt 1,183,464 | ..o 2,896,650 [ ..e.cvoeeriienrirriineieeene 229,453 | ..o 1,089,697 |..voorveeirireiriineins 1,412,917 o 1,148,107
5. Federal Employees Health Benefits Plan PremMilUMS..........cocureeucueimiereisneeneensisiseeseeesseses s sssssesssssssssssssssssssssssssesssssns | sneessssassssssessnssnnssns 20,610,066 | .....ooveurerrrrieirnens 28,167,020 |...coovvererereieirene 15,450,138 |..coovvrvirirerircireiines 21,775,512 | v 36,060,204 |...oovverieieieinene 35,735,051
B, TH1E XV = MEBAICAIE. ... veoceeeececit ettt etttk b bbb stnes | £eebseeteebsee b s st b st bt entsessentaes | 2esestasessstaessestaessenesessanssensantsnnss | oesssessssaeesassessensessanssessanssessans | oeeeseetnesaste st es e st eet st et entntns | setsestnes et sttt LU T
7o THIE XIX = MEAICAIT. ...ttt st £ bbb s st ts st | £eetseeseetseet e b es b e st ent bt entsessentses | 2esestasessstaessestaessentnessanssensanssenes | sesssesassaeesastessentessenssessanssentans | oeeiseeteesest st es e st st n st entntns | seeiest ettt LU OO
8. ONET AN ...ttt R bRttt s b entenes | enEeEteneert et ettt | ceseerent et 11,018,380 |.ooovorriiiiscinnienas 21,678,477 | 5,944,409 [, 21,678,477 [ 21,678,477
9. Health SUDLOLAl (LINES 110 8)......cuuureurereescireiciseise et es ettt ntnes | crenbsnssnsssnsssesnes 423,832,690 | ..o 759,344,514 | o 149,644,761 | oo 470,153,930 | ..oovirieiriaciieiinn 573,477,451 | o 576,481,246
10, Other NON-NEAIN. ... bbbttt bbb enb i sens | cetettet b ettt bnies | cebeti et enb et e ettt nies | eebeteni ettt | seiet ettt | ceti et 0 [
11, Medical incentive poolS aNd DONUS @MOUNES............ccuuiuruetiiriieteieiririsceeietetsereseserete s eseseseaessssesesesesessssssesesesesesssssssesesssssns | nsesessssmsssnsessssssensnsessssssnsesesenss | seossesessssssnsessssssssnsnsnsessssssnseseses | srossesesessssnsesnsesssnssnsnsnsesasssnneses | seesessesesessssssnsesessssssesnsesesasssnnes | siesessssesesssassenssessasassesssssasnns 0 o
L2 o OO OO OO PO PO O PO OO OO OO UOSPOP PO POTUUPOTPPUPPTPPPORTPPIYRY OTTOROPOPPROPRPROPOO 423,832,690 | ..o 759,344,514 | i 149,644,761 | oo 470,153,930 | ..oovvrieiriscieiinn 573,477,451 | oo 576,481,246
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NOTES TO STATUTORY BASIS FINANCIAL STATEMENTS

FOR PERIOD ENDED MARCH 31, 2004

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 (“OFIS”).
Prior to Act 59, BCBSM was required to prepare financial statements in
accordance with Generally Accepted Accounting Principles (GAAP). The final
year of reporting financial statements on a GAAP basis was 2003. The prior
year financial data contained in this filing is reported on a GAAP basis and has
not been restated. As described below, all annual statement filed with the
Michigan OFIS beginning in 2004 will be prepared using Statutory Accounting
Principles (SAP).

The Michigan 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. The Michigan
OFIS has adopted the National Association of Insurance Commissioners’
Accounting Practices and Procedures (NAIC SAP) as the basis for its statutory
accounting practices. The accompanying financial statements have been
prepared, except as to form, in conformity with accounting practices prescribed
or permitted by the Michigan OFIS.

The Commissioner of the Michigan 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 the Michigan OFIS, adopted a three-year plan
allowing transition of its reporting from accounting principles generally accepted
in the United States of America (“GAAP”) to statutory accounting practices
(“SAP"). Implementation of the transition plan began with the statutory filing for
the first quarter of 2004. All statutory requirements under the transition plan will
be fully adopted by and phased in by January 1, 2007.

The essential elements of the transition plan, as set forth in State Order No.
03-080M are as follows:

1. Bonds—The Company will report the any security purchased on or before
December 31, 2003 on a GAAP basis and any new securities purchased after
December 31, 2003 will be reported in accordance with SAP. Approximately
33% of the Company’s portfolio will be valued on a SAP basis after year 1,
66% after year 2 and the entire balance after year 3.

2. Investment in subsidiaries— The Company will use the current equity

method and follow 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: 1 St year 25%, 2nd year
50% and 3'd year 75%.

3. Goodwill—The Company will apply SAP guidelines, however, beginning
1-1-04, the percentage of surplus limitation will be as follows: 1 Styear 16%,
2nd year 14% and 31d year 12%.
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method and follow 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: 1 St year 25%, 2nd year
50% and 3'd year 75%.

3. Goodwill—The Company will apply SAP guidelines, however, beginning
1-1-04, the percentage of surplus limitation will be as follows: 1 Styear 16%,
2nd year 14% and 3'd year 12%.

4. Regulatory asset— The Company will non-admit the balance based on the
following percentages: 1 St year 25%, 2Nd year 50% and 3'd year 75%.

5. Furniture, equipment and automobiles— The Company will non-admit
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 will discontinue reporting an
obligation for non-vested employees. The statutory impact will be reported in
the first year.

7. Retiree pension asset— The Company will non-admit the balance based on

the following minimum percentages: 1 St year 25%, 2nd year 50% and 3rd
year 75%.

8. Prepaid expenses and other assets- The Company will non-admit balances
in accordance with SAP.

A reconciliation of the Company’s net income and capital and surplus between

GAAP and practices prescribed and permitted by the State of Michigan is shown
below (in thousands):
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GAAP net income, March 31, 2004 $ 124,139
Add (Deduct) GAAP to Statutory differences

Sale-leaseback adjustments 7,769
Statutory net income, March 31, 2004 $ 131,908
GAAP surplus, March 31, 2004 $ 2,047,340

Add(Deduct) Assets or liabilities not admitted as set forth in the
transition plan

Bonds (8,780)
Investment in subsidiaries (18,938)
Regulatory asset (20,364)
Furniture, fixtures and automobiles (9,602)
Retiree health obligation 148,746
Retiree pension asset (27,594)
Non-admitted portion of advances to providers (29,390)
Deferred tax asset related to bond adjustment 1,756
Electronic data processing equipment and software (53,121)
Health care receivables (2,564)
Prepaid and other assets (5,351)
Miscellaneous receivables (2,797)
Statutory surplus, March 31, 2004 $ 2,019,341

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

The preparation of financial statements, in conformity with SAP, requires
management to make estimates and assumptions that affect the reported
amounts of assets and liabilities. It also requires disclosure of contingent assets
and liabilities at the date of the 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 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.

(2) Bonds not backed by other loans are stated at amortized cost using the
interest method except for those bonds that were purchased on or before
December 31, 2003, which are stated at market value.

(3) Common stocks are stated at market.

(4)  Preferred Stocks — NOT APPLICABLE

(5) Mortgage loans on real estate — NOT APPLICABLE

(6) Loan-backed securities are stated at amortized cost.

(7)  Investment in subsidiaries and goodwill- The Company will use the current

equity method and follow SAP in valuing the subsidiaries. The Company
will have three years to record the statutory impact to surplus for
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(4)
(5)
(6)
(7)

(8)

(9)
(10)

(11)

(12)

(13)

(14)

Preferred Stocks — NOT APPLICABLE
Mortgage loans on real estate — NOT APPLICABLE
Loan-backed securities are stated at amortized cost.

Investment in subsidiaries and goodwill- The Company will use the current
equity method and follow 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: 1 St year

25%, 2nd year 50%, 3'd year 75%. The Company will follow SAP
guidelines for goodwill using the following percentage of surplus limitation:

1St year 16%, 2nd year 14%, 37d 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. Once established, premium deficiency losses are amortized
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.

Claims Unpaid- 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.

Area Rated Groups — The Company'’s rating formula for area rated groups
is subject to regulation by the Michigan OFIS. The difference between
costs and revenues for area rated groups are considered regulatory
assets or liabilities because they are, over time, either returned to the
groups or collected from them via future rate adjustments. A regulatory
asset is carried on the balance sheet to the extent the Company considers
it probable that the rating formula for future years will be sufficient to
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the carrying amount of an asset may not be recoverable.

(14) Area Rated Groups — The Company's rating formula for area rated groups
is subject to regulation by the Michigan OFIS. The difference between
costs and revenues for area rated groups are considered regulatory
assets or liabilities because they are, over time, either returned to the
groups or collected from them via future rate adjustments. A regulatory
asset is carried on the balance sheet to the extent the Company considers
it probable that the rating formula for future years will be sufficient to
recover the asset. The Company will non-admit the balance based on the

following percentages: 1 St year 25%, 2Nd year 50% and 3'd year 75%.

(15) 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 plus
administrative fees are netted in the financial statements. Administrative
expenses related to ASC arrangements are included in operating
expenses.

1. Accounting Changes and Corrections of Errors

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

B. 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 begins with the
statutory filing for the first quarter of 2004.

C. Accounting changes adopted to comply with the OFIS approved transition plan
are reported as changes in accounting principles. The cumulative effect of
changes in accounting principles is reported as an adjustment to unassigned
funds in the period of the change in accounting principle. The adoption of the
new accounting principle had the effect of decreasing unassigned surplus at
January 1, 2004, reported as a change of accounting principle, of $28,279,000.

The cumulative effect is the difference between the amount of capital and
surplus at January 1, 2004, and the amount of capital and surplus that would
have been reported at that date if the new accounting principles had been
applied retroactively for all prior periods.

2. Business Combinations — NOT APPLICABLE

3. Discontinued Operations — NOT APPLICABLE
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The cumulative effect is the difference between the amount of capital and
surplus at January 1, 2004, and the amount of capital and surplus that would
have been reported at that date if the new accounting principles had been
applied retroactively for all prior periods.
2. Business Combinations — NOT APPLICABLE
3. Discontinued Operations — NOT APPLICABLE
4. Investments
A. Mortgage Loans — NOT APPLICABLE
B. Debt Restructuring — NOT APPLICABLE

C. Reverse Mortgages — NOT APPLICABLE

D. Loan-Backed Securities are stated in accordance with the agreed upon transition

plan.
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 non-admitted.

B. No investment income due and accrued was non-admitted at March 31, 2004.
7. Derivative Instruments — NOT APPLICABLE
8. Income Taxes

A. The components of the net deferred tax asset at March 31, 2004 are as follows
(in thousands):

Description Amount
Total of all deferred tax assets (admitted and nonadmitted) $ 82,474
Total of all deferred tax liabilities (60,897)
Net deferred tax asset 21,577
Total deferred tax assets nonadmitted in accordance with SSAP 10 -
Net admitted deferred tax asset $ 21,577
Increase (decrease) in deferred tax assets nonadmitted $
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Description Amount
Total of all deferred tax assets (admitted and nonadmitted) $ 82,474
Total of all deferred tax liabilities (60,897)
Net deferred tax asset 21,577
Total deferred tax assets nonadmitted in accordance with SSAP 10 -
Net admitted deferred tax asset $ 21,577
Increase (decrease) in deferred tax assets nonadmitted $ -

B. Unrecognized Deferred Tax Liabilities — NOT APPLICABLE
C. Current Tax and Change in Deferred Tax

Current income taxes incurred consist of the following major components (in
thousands):

Description Amount
Federal income tax current period excluding net capital gains/(losses)  $ 16,780
Federal income tax current period on net capital gains/(losses) 4,136
Federal income tax incurred $ 20,916

The main components of deferred tax amounts were as follows (in thousands):

Deferred Tax Assets

Accrued expenses associated with postretirement and pension benefits | $ 41,294
Amounts accrued to groups 7,414
Amount accrued for premium deficiency 7,000
Accrued expenses and bad debts 18,272
Discount of claim liabilities 8,494
Total deferred tax asets $ 82,474
Deferred Tax Liabilities
Depreciation, amortization and other $ 24,311
Unrealized gains on investments 14,114
Rate recovery from area rated groups 22,472
Total deferred tax liabilities $ 60,897
Net deferred tax asset $ 21,577

D. Reconciliation of Federal Income Tax Rate to Actual Effective Rate

As of March 31, 2004, the federal income tax rate is similar as the actual effective
rate. Under the existing legislation the Company is subject to a 20% Alternative
Minimum Tax (“AMT") rate. Given the preference items afforded Blue Cross and
Blue Shield organizations, it is likely to remain an AMT taxpayer. The deferred tax
assets are recorded at the regular corporate tax rate of 35% and a valuation
allowance has been established for the difference between the value of the asset
at the regular tax rate and its likely value at the AMT rate. In addition, the AMT

credit carryforward has been fully reserved in the valuation allowance.
E. Consolidated Federal Income Tax Return

The Company files a consolidated federal income tax return with the Accident
Fund Insurance Company of America and PPOM, LLC. PPOM, LLC is organized
as a sole member limited liability company, and has elected to be treated as a
division of the Company for federal tax purposes. Income taxes are allocated
between the companies in accordance with written agreements, which have been
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credit carryforward has been fully reserved in the valuation allowance.
E. Consolidated Federal Income Tax Return

The Company files a consolidated federal income tax return with the Accident
Fund Insurance Company of America and PPOM, LLC. PPOM, LLC is organized
as a sole member limited liability company, and has elected to be treated as a
division of the Company for federal tax purposes. Income taxes are allocated
between the companies in accordance with written agreements, which have been
approved by the Board of Directors. Allocation is based upon separate return
calculations. Inter-company tax balances are settled annually in the first quarter.

The Company’s HMO affiliates are exempt from federal income tax under 501 (C)
(4) of the Internal Revenue Code.

9. 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"), a health maintenance
organization (“HMQ") subsidiary 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 (“Accident Fund”), a provider of workers’
compensation insurance and PPOM, LLC and DenteMax, providers of network
services.

BCBSM conducts business transactions with its wholly owned subsidiaries on a
routine basis. The Company will use the current equity method and follow 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:

1St year 25%, 2nd year 50%, 3'd year 75%.

At March 31, 2004, BCBSM had receivables from subsidiaries amounting to $
30,011,455. There were no changes to the terms of intercompany arrangements.

10. Debt — NOT APPLICABLE

11. Retirement Plans, Deferred Compensation, Postemployment Benefits and
Compensated Absences 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, each participant has an
account balance to which interest and earnings credits are added. Interest will be
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.

10.7



suennasoviann, o0tave BLUE CROSS BLUE SHIELD OF MICHIGAN
NOTES TO FINANCIAL STATEMENTS

and highest monthly average earnings over 60 consecutive months.

Under the Company’s amended retirement account plan, each participant has an
account balance to which interest and earnings credits are added. Interest will be
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 also provides certain health care and selected other benefits for
retired employees and their dependents. Represented and nonrepresented
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.

For nonrepresented employees, this benefit is subject to revision at the discretion
of the Board of Directors. For represented employees, this benefit is subject to
collective bargaining agreements. These plans are noncontributory plans.

Certain revisions to the nonrepresented employees’ postretirement benefits other
than pensions took effect January 1, 2004. Nonrepresented employees retiring
after December 31, 2003 may share in the cost of their health care premiums
and have higher deductibles and co-payments depending on their eligibility status
at December 31, 2003. Additionally, nonrepresented employees hired on or after
January 1, 2004 are required to have fifteen years of service after age 45 to be
eligible for retiree health care benefits and selected other benefits.

There is no significant change to the summary of assets, obligations and
assumptions of the pension and other postretirement benefit plans from the prior
period reported.

B. 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 nonrepresented employees,
the Company matches 50% of employee contributions up to 7% of bi-weekly
adjusted W-2 wages for employees with one year of continuous service.
Effective January 1, 2004, the match will be increased to 10%. For represented
employees with at least one year of continuous service, the 50% match is 7% in
2001, ratably increasing in 2002 through 2004 to 8%, 9% and 10%, respectively.

C. Multi-employer Plans — NOT APPLICABLE

D. Consolidated/Holding Company Plans — NOT APPLICABLE

E. Postemployment Benefits and Compensated Absences — NOT APPLICABLE
12. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations.

(1) 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
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E. Postemployment Benefits and Compensated Absences — NOT APPLICABLE

12. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations.

(1) 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. The
Company is in compliance with the RBC requirement as of the end of reporting
period.

(2) BCBSM has no preferred stock outstanding.

(3) The Company'’s Articles of Incorporation state that no dividends shall be directly
paid_on any shares nor shall the shareholders be entitled to any portion of the
earnings.

(4) Dividend payment restriction — NOT APPLICABLE

(5) Surplus Restriction — NOT APPLICABLE

(6) The total amount of advances to surplus not repaid — NOT APPLICABLE

(7) The amount of stock held by BCBSM for special purposes — NOT APPLICABLE

(8) Special surplus funds changes — NOT APPLICABLE

(9) The portion of unassigned funds (surplus) represented or reduced by each item

below

(in thousands)
a. Unrealized gains and losses $ 7,139
b. Nonadmitted asset values $ 8,693
c. Provision for reinsurance $ -

The Company will non-admit the balance based on the following percentages:
1St year 25%, 2nd year 50% and 3'd year 75%.

(10) Surplus debentures of similar obligations — NOT APPLICABLE
(11) Impact of any restatement due to quasi-reorganization — NOT APPLICABLE

(12) Effective dates of all quasi-reorganizations in the prior 10 years — NOT
APPLICABLE

14. Contingencies
A. Contingent Commitments — NOT APPLICABLE
B. Assessments — NOT APPLICABLE
C. Gain Contingencies — NOT APPLICABLE

D. All Other Contingencies
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Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

14. Contingencies

A.

B.

Contingent Commitments — NOT APPLICABLE
Assessments — NOT APPLICABLE

Gain Contingencies — NOT APPLICABLE

All Other Contingencies

The Company has been included as a defendant in two 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. As both lawsuits are in the early stages of development, it is not yet
possible to make an assessment regarding the probability of an adverse
outcome, nor an estimate of the potential range of loss. The Company believes
it has meritorious defenses against both lawsuits and intends to defend the
actions vigorously.

In addition, the Corporation is the defendant in numerous other lawsuits arising in
the normal course of business. While the ultimate outcome 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
Corporation’s consolidated financial position or results of operations.

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 Corporation’s consolidated financial position or results of
operations.

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 $101 million and
subsequently leased the assets back. No gain or loss was recorded on this
transaction. 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 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, which
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Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

NOTES TO FINANCIAL STATEMENTS

16.

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 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, 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 March 31, 2004 related to the sale-leaseback transactions was $5.3 million.

Future minimum lease payments as of March 31, 2004 in connection with the
sale-leaseback transactions are as follows:

Lease Payments

Under Sale-

Year Ending Leaseback

December 31 Agreement
2004 remaining $ 15,863,855
2005 21,151,807
2006 21,151,807
2007 21,151,807
2008 and thereafter 94,160,569

Information About Financial Instruments With Off-Balance Sheet Risk and Financial
Instruments With Concentrations of Credit Risk — NOT APPLICABLE

17. Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities —

NOT APPLICABLE

18. 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 March 31, 2004 are as follows (in thousands):
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suennasoviann, o0tave BLUE CROSS BLUE SHIELD OF MICHIGAN
NOTES TO FINANCIAL STATEMENTS

ASC Plans ASC Plans

without stoploss with stoploss Total
Gross reimbursement for medical cost incurred $ 667,826 $ 932,083 $ 1,599,909
Gross administrative fees accrued 54,821 101,374 156,195
Subsidy transfer (135) (11,540) (11,675)
Gross expenses incurred (claims and administrative) 717,577 1,004,476 1,722,053
Total net gain from operations $ 4935 $ 17,440 $ 22,375
Insured ASC Total
Premium fees and reibursements $ 1,395,350 $ 1,756,103 $ 3,151,453
Claims Incurred 1,226,495 1,599,909 2,826,404
Premium deficiency charge (3,201) (3,201)
Administrative Expenses 137,906 122,144 260,050
Total Operating Expenses 1,361,200 1,722,053 3,083,253
Senior Cost Transfer 11,675 (11,675)
Underwriting Gain/(Loss) 45,825 22,375 68,200

B. Medicare or Similarly Structured Cost Based Reimbursement Contract — NOT
APPLICABLE

19. Direct Premium Written/Produced by Managing General Agents/Third Party
Administrators — NOT APPLICABLE

20. September 11 Events — NOT APPLICABLE

21. Other Items
A. Extraordinary Iltems — NOT APPLICABLE
B. Troubled Debt Restructuring — NOT APPLICABLE
C. Other Disclosures:

Blue Cross Blue Shield Association ("BCBSA") Deposit - As part of its 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 balance in the account is at or above the required minimum. The
required balance for the period April 1, 2003 through March 31, 2004 is $127.1
million. At March 31, 2004, the balance in this custodial account was $140.5
million.

D. Uncollectible Assets on Uninsured plans — NOT APPLICABLE
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suennasoviann, o0tave BLUE CROSS BLUE SHIELD OF MICHIGAN
NOTES TO FINANCIAL STATEMENTS

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 balance in the account is at or above the required minimum. The
required balance for the period April 1, 2003 through March 31, 2004 is $127.1
million. At March 31, 2004, the balance in this custodial account was $140.5
million.
D. Uncollectible Assets on Uninsured plans — NOT APPLICABLE
E. Noncash Transactions — NOT APPLICABLE
F. Business Interruption Insurance Recoveries — NOT APPLICABLE
22.Events Subsequent — NOT APPLICABLE
23.Reinsurance — NOT APPLICABLE
24. Retrospectively Rated Contracts and Contracts Subject to Redetermination
A. The Company estimates accrued retrospective premium adjustments for its group
health business through a mathematical approach using an algorithm of the

Company’s underwriting rules and experience rating practices.

B. The amount of net premiums written by the Company at March 31, 2004 that are
subject to retrospective rating features was $891,480,211, that represented 64%
of the total net premiums written for the group health financial arrangements. No
other net premiums written by the Company are subject to retrospective rating
features.

25.Change in Incurred Losses and Loss Adjustment Expenses -

No significant changes in computing incurred losses and loss adjustment expenses
this quarter compared to previous years.

26. Intercompany Pooling Arrangements —NOT APPLICABLE
27. Structured Settlements — NOT APPLICABLE

28. Health Care Receivables —The company’ health care receivables are in conformity
with SSAP 84.

29. Participating Policies — NOT APPLICABLE
30. Premium Deficiency Reserves

In 2003, the Company established a premium deficiency reserve for the anticipated
loss on the state sponsored MIChild insurance program, which provides health and

dental insurance for uninsured children of Michigan’s working families. The MIChild
premium deficiency reserve will be amortized over a two-year contract period ending
September 30, 2005. As of March 31, 2004, the balance of the premium deficiency

reserve is $31,799,000.

31. Anticipated Salvage and Subrogation - Anticipated salvage and subrogation is
included as a reduction to claims unpaid as reported on line 1, page 3.
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dental insurance for uninsured children of Michigan’s working families. The MIChild
premium deficiency reserve will be amortized over a two-year contract period ending
September 30, 2005. As of March 31, 2004, the balance of the premium deficiency

reserve is $31,799,000.

31. Anticipated Salvage and Subrogation - Anticipated salvage and subrogation is
included as a reduction to claims unpaid as reported on line 1, page 3.
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1.1

GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted)
PART 1 - COMMON INTERROGATORIES

GENERAL

Did the reporting entity implement any significant accounting policy changes which would require disclosure in the Notes to the Financial Statements?

If yes, explain:... Please see Note 1 for the details

Did the reporting entity experience any material transactions requiring the filing of Disclosure of Material Transactions with the State of Domicile, as
required by the Model Act?

If yes, has the report been filed with the domiciliary state?

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?

If yes, date of change:

If not previously filed, furnish herewith a certified copy of the instrument as amended.

Have there been any substantial changes in the organizational chart since the prior quarter end?
If yes, complete the Schedule Y-Part 1 - Organizational chart.

Has the reporting entity been a party to a merger or consolidation during the period covered by this statement?

If yes, provide name of 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.

If the reporting entity is subject to a management agreement, including third-party administrator(s), managing general agent(s), attorney-in-fact,
or similar agreement, have there been any significant changes regarding the terms of the agreement or principals involved?
If yes, attach an explanation.

State as of what date the latest financial examination of the reporting entity was made or is being made.

1 2 3
NAIC State of
Name of Entity Company Code Domicile

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.

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).

By what department or departments?

Office of Financial and Insurance Services

Has this 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? (You need not report an action, either formal or informal, if a confidentiality clause is
part of the agreement.)

If yes, give full information:

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board?

If response to 9.1 is yes, please identify the name of the bank holding company.

Is the company affiliated with one or more banks, thrifts or securities firms?

If the response to 9.3 is yes, please provide below the names and location (city and state of the main office) of any affiliates regulated by a federal
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].

Yes [X] No[ ]

Yes[ ] No[X]

Yes[ 1] No[ ]

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

No[X] NA[ ]

09/30/2000.........c0cc0evnee.

09/30/2000.........c0cc0vnee.

09/11/2001......cocvvnne.

Yes[ ] No[X]

Yes[ ] No[X]

Yes[ ] No[X]

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

Has there been any change in the reporting entity's own preferred or common stock?

If yes, explain:...

Were any of the stocks, bonds, or other assets of the reporting entity loaned, placed under option agreement, or otherwise made available

for use by another person? (Exclude securities under securities lending agreements.)

11.2 If yes, give full and complete information relating thereto:

12. Amount of real estate and mortgages held in other invested assets in Schedule BA:

11

Yes[ ] No[X]

Yes[ ] No[X]




saerentsattiacnst zsotove BLUE CROSS BLUE SHIELD OF MICHIGAN
GENERAL INTERROGATORIES

(Responses to these interrogatories should be based on changes that have occurred since prior year end unless otherwise noted)
PART 1 - COMMON INTERROGATORIES

15.1
15.2

13. Amount of real estate and mortgages held in short-term investments: NONE....oviereiiene
14.1 Does the reporting entity have any investments in parent, subsidiaries and affiliates? Yes[X] No[ ]
14.2 If yes, please complete the following: 1 2
Prior Year-End Current Quarter
Statement Value Statement Value
14.21
14.22
14.23
14.24
14.25 MOrtgages, LOANS OF REAI ESTAE. ........c.cuiiiiieieeeer ettt sttt h ettt s e feteeeseEebe b e e et seEeb e b e S e s e b eb e b s e seheb et et 28eEebee et aeseEebeses et eAeb et et s e s ebeeeb s s s et ebesanantntetas
1428 Al OFNBT ...t B 153,498,184 ... 157,345,183
14.27 Total Investment in Parent, Subsidiaries and Affiliates (Subtotal Lines 14.21 to 14.26)................... G 849,164,506 S.......cooveriiiieieees 886,495,010
14.28 Total Investment in Parent included in Lines 14.21 to 14.26 above
14.29 Receivable from Parent not included in LiNES 14.21 10 14.26 @DOVE............coiiiiiiiiiieiiii et ittt otbe bbb bbbt
Has the reporting entity entered into any hedging transactions reported on Schedule DB? Yes[ 1] No[X]
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state? Yes[ 1] No[ ]
If no, attach a description with this statement.
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[ ]
16.1  For all agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook,
complete the following:
1 2
Name of Custodian(s) Custodian Address
State Street Insurance Services 801 Pennsylvania, Kansas City, MO 64105
Federal Home Loan Bank of Indianpolis 8250 Woodfield Crossing, Indianapolis, IN 46240
Comerica Bank Institutional Trust, P.O Box 75000, Detroit, MI 48275
16.2  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)
16.3  Have there been any changes, including name changes, in the custodian(s) identified in 16.1 during the current quarter? Yes[ 1] No[X]
16.4 If yes, give full and complete information relating thereto:
1 2 3 4
0ld Custodian New Custodian Date of Change Reason
16.5 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
Central Registration Depository

2
Name(s)

3
Address
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saerertsattiacnst zotove BLUE CROSS BLUE SHIELD OF MICHIGAN
SCHEDULE A - VERIFICATION

1

Year to Date

2
Prior Year Ended
December 31

© o N o ok LN =

N
S

Book/adjusted carrying value, December 31 of prior year...
Increase (decrease) bY adjUSIMENT. ...ttt s
L070TS] Q= ToTo 11T OO T TSSOSO
Cost of additions to and permanent improvements..
Total Profit (I0SS) ON SAIES.........ciueuririeiei ettt bbbttt h bbbttt
Increase (decrease) by foreign exchange adjUSIMENL.............ooiiuriiiiiee s
Amount received on sales.............cccoeeeicnircnnnee
Book/adjusted carrying value at end Of CUMTENt PEFIOD. ........ovovuiueuririie e
Total valuation @lIOWANCE............c..iiiieiiieiieie bbb
Subtotal (Lines 8 plus 9).......

Total NONAAMILtEA BMOUNLS...........coiiiiiiciicieicieic bbb
Statement value, current period (Page 2, real estate lines, net admitted assets column).........ococviiiiiiiiiiiiccns

194,914,444
.............................. (3,035,452)

.916,842

. ...206,823,417
............................ (12,646,251)

. 5,027,257
................................. (113,385)

........................... 192,795,834

..192,795,834

SCHEDULE B - VERIFICATION

Year to Date

Prior Year Ended
December 31

Book value/recorded investment excluding accrued interest on mortgages owned, December 31 of prior year................
Amount loaned during period:

2.1 Actual cost at time of acquisitions
2.2 Additional investment made after acquisitions
Accrual of discount and mortgage interest points and commitment fees
Increase (decrease) by adjustment
Total profit (10SS) 0N SAlE.......c.cvviricirirririiieree e B LS

Amounts paid on account or in full dUriNg the PEIOG............ccururrriieiriee e
Amortization of premium............cccocoeevrnrincnnnne.
Increase (decrease) by foreign exchange adjustment.

Book value/recorded investment excluding accrued interest on mortgages owned at end of current period......................

Total ValUGHON GIOWANCE. ..........cocvieieiiiieeci ettt st bbb a e b bbbt seaes st ss s ae e tesen

o SUDLOLAI (LINES 9 PIUS 10).....eeeieeeeiieeei ettt ettt ettt s bbbttt nne e

Total NONAAMILtEA BMOUNLS...........coiiiiiiiiiicieicieic bbb
Statement value of mortgages owned at end of current period (Page 2, mortgage lines, net admitted assets column).....

SCHEDULE BA - VERIFICATION

Other Invested Assets Included in Schedule BA

1

Year to Date

2
Prior Year Ended
December 31

. Subtotal (Lines 9 plus 10).....

Book/adjusted carrying value of long-term invested assets owned, December 31 of prior year............cccccoevveneeennenenns
Cost of acquisitions during period:

2.1 Actual cost at time Of ACQUISITIONS. .........o.iurueeeiri ettt ens s
2.2 Additional investment made after acquisitions..
ACCIUAL OF BISCOUNL........ie bbb
Increase (decrease) bY adjUSIMENT. ...ttt s
Total profit (loss) on sale..............
Amounts paid on account or in full during the period
AMOTtiZation OF PIEIMIUM.........cuiiiiie ittt s bbbttt s bbbttt es
Increase (decrease) by foreign exchange adjustment..

Book adjusted/carrying value of long-term invested asset at end of current period
Total valuation @lIOWANCE............c..iuriiieiieieie bbb s

Total nonadmitted amounts
Statement value of long-term invested assets at end of current period (Page 2, Line 7, Column 3)

........................... 191,571,086

...35,894

........................... 193,309,511

............................... 5,400,000

SCHEDULE D - VERIFICATION

Year to Date

Prior Year Ended
December 31

© o N o ok N =

S s s
W -~ o

Book/adjusted carrying value of bonds and stocks, December 31 Of prior Year............cooveverrnninineeeeseeeeeeeesee s
Cost 0f bONdS aNd STOCKS BCQUIMEA. .......c.euereiicieieiee ettt en s

ACCTUAL OF QISCOUNL. ........vtctctei ettt ettt bbbt s e se bbbt s s e st b et et ebesennnna

Increase (decrease) bY adjUSIMENT. ...ttt s
Increase (decrease) by foreign exchange adjUSIMENt.............ooiiiriire s

Total profit (I0SS) ON AISPOSAL........eviuiuriieirieieietet ettt ettt es bbbt ee bbbt s bbb en e

Consideration for bonds and Stocks diSPOSEA OF ...........cuiuririiiirieirecce et
AMOTtiZation OF PIEIMIUM.........cuiiiiie ittt s bbbttt s bbbttt es

Book/adjusted carrying value, CUITENT PETIOM. ..........voiiviurieeeiire ettt ees

Total ValUGHON @IOWANCE. ..........cocvieiiiiiieeci ettt sttt s e bbb bt seses s s st ae e tesen

o SUDLOLAI (LINES 9 PIUS 10).....eeeieeeeiieeei ettt s bbbt es bbbttt enne e

Total NONAAMIEEA BMOUNLS...........cvivivieieitiit ettt ettt se bbb bbb bbb s s e s s
SEABMENE VAIUE. ...ttt ettt ettt en bt s et et eseseseaeterennnenenenne

......................... 2,690,106,045
......................... 1,035,938,623
............................... 2,115,297
............................. 33,483,505
............................. 20,682,487
........................... 650,581,999
.................................. 255,067

......................... 2,071,841,035
......................... 4,089,209,486
.................................. 752,384
........................... 101,843,001
............................. 16,279,826
......................... 3,583,591,714
............................... 6,227,973

......................... 3,131,488,891
............................... 4,709,594

......................... 2,690,106,045
.............................. (8,071,578)

......................... 3,136,198,485
............................. 27,718,081

......................... 2,682,034,467

......................... 3,108,480,404

......................... 2,682,034,467
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SCHEDULE D - PART 1B

Showing the Acquisitions, Dispositions and Non-Trading Activity
ds and Preferred Stock by Rating Class

1
Book/Adjusted Carrying
Value Beginning
of Current Quarter

During the Current Quarter for all Bon
2

Acquisitions
During
Current Quarter

3
Dispositions
During
Current Quarter

4
Non-Trading Activity
During
Current Quarter

5
Book/Adjusted Carrying
Value End of
First Quarter

6
Book/Adjusted Carrying
Value End of
Second Quarter

7
Book/Adjusted Carrying
Value End of
Third Quarter

8
Book/Adjusted Carrying
Value December 31
Prior Year

BONDS

ClASS .ottt

ClASS 2.ttt bean

ClaSS 4.ttt

ClaSS 5.ttt

TOtAl BONGS........c.cuivieieiieietetetecee ettt

................... 2,168,984,948

........................ 54,705,827

................... 2,396,045,446

................... 2,273,835,120

........................ 27,245,750

........................ 51,027,664

....................... (27,460,077)

................... 2,342,222,938

................... 2,168,984,948

........................ 54,705,827

................... 2,223,690,775

................... 2,396,045,446

................... 2,301,080,870

................... 2,342,222,938

................... 2,223,690,775

PREFERRED STOCK

ClASS .ottt

ClaSS 3.ttt

ClaSS 4.t

ClASS Bttt bbb

Total Preferred StOCK. ..o

Total Bonds and Preferred Stock

................... 2,223,690,775

................... 2,396,045,446

................... 2,301,080,870

................... 2,342,222,938

................... 2,223,690,775




Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE DA - PART 1

Short-Term Investments Owned End of Current Quarter

Book/A1djusted ’ Acfual Interest ?}ollected Paid for Acc5rued Interest
Carrying Value Par Value Cost Year To Date Year To Date
8299999. Totals..........ooveeveerrerereerrnns | v 72,109,147 |......ceu... DO Y [T 72,091,839 | .o 491,431 |
SCHEDULE DA - PART 2 - Verification
Short-Term Investments Owned
1 2
Prior Year Ended
Year to Date December 31
1. Book/adjusted carrying value, December 31 Of PriOr YT .........c.cruririieirerieee ettt enes | eeeseseeseseneneseeneeea 342,090,285 | ..cvvveeriecieiiries 328,105,150
2. Cost of short-term iNVESIMENTS ACQUINEA...........curviiiieiiisiie ettt nss e nenens | sereenanseneieeenanas 1,381,086,273 | ..ovoviinnd 6,714,071,337
3. Increase (decrease) by AdJUSTMENL.........c.ciiiiiiiiee sttt et esensenens | ebetetetans sttt ettt 134,351 | oo 1,688,209
4. Increase (decrease) by foreign eXchange AdJUSIMENL...........coiiuriri ittt ens | ereseietet st ettt seiees | rtsetetseneseer ettt b s
5. Total profit (loss) on disposal of ShOrt-terM INVESIMENLS..........c.cuiuiiriieiieeirceersr e seseennees | eeeeneseieiesseneesetete s seesetesennnnnes | cereasseseteesesesese b et e es e eseeesennenas
6. Consideration received on disposal of Short-term iNVESIMENLS...........cccociiiriice e | sesrerieisissisieinas 1,651,201,762 | ..o 6,701,774,411
7. Book/adjusted carrying value, CUITENE PEIIO............uuruiurireririeiciescieie ettt st s s ses s sebesens | eesntessseesestasanenenes 72,109,147 | oo 342,090,285
8. Total ValUtioN AlIOWANCE. ... ......vuiiiiiiieiieiie ettt [ bttt sttt | chetent et
9. SUDLOAL (LINES 7 PIUS 8).....vuoeeereueireierir it ees ettt bbbt entnsns | oeisesssesenseneane st 72,109,147 [ oo 342,090,285
10.  Total NONAAMITIEA BMOUNTS.........c.iiiiiiiiieit et bbbttt b et b et ebeteees | chimiehsnb et sni st snb bbbt en bt | chntichsne st sni et
11, Statement value (LiNES 9 MINUS 10).......oruiuiuiiriicieietine ettt ettt ss et nansnnes | sosentasssssessesaeeseeaes 72,109,147 | oo 342,090,285
12, Income COllECted UIING PETIOM. ........vuiueeeeeeire ittt ettt ettt s s e n s senenens | £eesetetetneasanseseae b e e ansees 491,431 | o 1,642,775
13, INCOME €arNEA AUMNG PEIIOU. .....cvvveceeeetet ettt ettt eseeseeesenenenenenenenessenesens | oteetetetaeseaneneeeeseaeaseees 324,093 [ oo 1,787,031
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Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

Sch. DB-Part F-Section 1
NONE

Sch. DB-Part F-Section 2
NONE

Sch. S
NONE

15, 16, 17



saerentsattiacnst zsotove BLUE CROSS BLUE SHIELD OF MICHIGAN
SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

1 2 Direct Business Only Year-to-Date
3 4 5 6 7 8
Federal Employees| Life and Annuity
Guaranty | s Insurer Accident Health Premiums and
Fund Licensed? and Health Medicare Medicaid Benefits Program | Deposit-Type | Property/Casualty
State, Etc. (Yes or No) [ (Yes or No) Premiums Title XVIII Title XIX Premiums Contract Funds Premiums
1. Alabama........ccoovveviiinicie AL ... NO.... | ... NO..oies [ [ [ | e [,
2. AlaSKa. .. AK] ..o NO.... [.ce.c. NO ..o v [ [ e | [ |,
3. AMZONA.co s AZ[......... NO.... [.ce.c. NO ..o v [ [ e | [ |,
4. AKansas........ccoocvivniininininn AR[......... NO.... | ... NO..ooee [ [ [ | e [,
5. California.......ccoeveereerinnreninnns CAl..coce NO.... [.ce.c. NO ..o v [ [ e | [ |,
6. Colorado.........ccoceurrriniieiniicnias COJ..cuu. NO.... | ... NO..ooee [ [ [ | e [,
7. Connecticut..........ccvvrurirunicnnn. CT|.en NO.... | ... NO..ooee [ [ [ | e [,
8. Delaware.......cccoovuriviniiirininnenn. DE[......... NO.... | ... NO..ooee [ [ [ | e [,
9. District of Columbia..................... DCl..cceu. NO.... [.ce.c. NO ..o v [ [ e | [ |,
10 Florida.......coeeveveeeeceeieiecennes FL| .o NO.... [.ce.c. NO ..o v [ [ e | [ |,
T €T (o - ORI [CT2N I NO... [ ... NOL oot [ [ [ e | [ e
12, HaWali. ..o, Hi . NO.... [.ce.c. NO ..o v [ [ e | [ |,
13, 1daho.....cececs [0 p— NO.... [.ce.c. NO ..o v [ [ e | [ |,
14, MNOIS. ... [ P NO.... [.ce.c. NO ..o v [ [ e | [ |,
15, Indiana.......ccoovenicinicnicnees IN(.cee NO.... | ... NO..ooee [ [ [ | e [,
16, 1OWAL..comececcccc s AT NO.... [.ce.c. NO ..o v [ [ e | [ |,
17, Kansas........ccovvvivenicnicen KS|........ NO.... | ... NO..ooee [ [ [ | e [,
18, Kentucky......oovvvevreieiniicininns KY |[..oon. NO.... [.ce.c. NO ..o v [ [ e | [ |,
19.  Louisiana........ccccovvvevviiririninienns LA]........ NO.... | ... NO ..ot e [ [ | e [
20, Maine......oveeerereecceccn, ME{........ NO.... [.ce.c. NO ..o v [ [ | [ |
21, Maryland.......cooovvninneninennns MD[........ NO.... [.ce.c. NO ..o v [ [ | [ |
22. Massachusetts..........c.c.cccrirunene MA[......... NO.... | ... NO ..ot e [ [ | e [
23, Michigan.......cccoovvereerrcrrernennenn. MI|......... NO.... [.couc.. YES.....| ... 1,391,957,470 [ ...cvvvicrcrerenes | [ e 55,180,795 |....veeereereeneennrnnns [ e
24, Minnesota..........cooourriniriuninen MN]......... NO.... | ... NO ..ot e [ [ | e [
25, MiSSISSIPPI..cuveererrererrerererenns MS]........ NO.... [.ce.c. NO ..o v [ [ | [ |
26, MiSSOUI. oo MO |........ NO.... [.ce.c. NO ..o v [ [ | [ |
27. Montana.........cccoevirniinicinnans MT |......... NO.... | ... NO ..ot e [ [ | e [
28, Nebraska......ccccoevrverninirniininn, NE ... NO.... [.ce.c. NO ..o v [ [ | [ |
29, Nevada.......cweenceneeneineinnnn. NV ... NO.... [.ce.c. NO ..o v [ [ | [ |
30. New Hampshire........cccccoerirnnene NH|......... NO... [ ... NOL oo [ [ e [ | [ e
31, New Jersey.....cccoooeecenieennnn. NJ [ NO... [ ... NOL oo [ [ e [ | [ e
32, New MeXiCO......cvuevirirniiinnn. NM(......... NO.... [.ce.c. NO ..o v [ [ | [ |
33 NeW YOrK...ooceeeeciciercnns NY .o NO.... [.ce.c. NO ..o v [ [ | [ |
34, North Carolina..........cccoovvrerennens NC|....c.... NO.... [.ce.c. NO ..o v [ [ | [ |
35, North Dakota........c.cccvvvericennn. ND |......... NO.... [.ce.c. NO ..o v [ [ | [ |
36, ONI0...oeceerccec s OH[......... NO.... [.ce.c. NO ..o v [ [ | [ |
37, Oklahoma.......cocovevverievrnieieinnes (0114 I NO.... [.ce.c. NO ..o v [ [ | [ |
38, Oregon......cocoeeeeeerenenieieinirneeenaes OR |...cc... NO... [ ... NOL oot [ [ [ [ | [ e
39. Pennsylvania..........c.cocoeeururennnns PA|......... NO... [ ... NOL oot [ [ [ [ | [ e
40. Rhode Island.........cccocvvvvrreininnne RIT.ocon NO.... [.ce.c. NO ..o v [ [ | [ |
41, South Carolina.........ccoceverereenee. SC .. NO.... [.ce.c. NO ..o v [ [ | [ |
42.  South Dakota........c.ccocvrvrrcrcnnee SD|...c..... NO.... [.ce.c. NO ..o v [ [ | [ |
43. Tennessee........cccoceniernieunnens N1\ NO.... | ... NO ..ot e [ [ | e [
44, TEXAS...civirieeereieeeeseeeieeeis TX e NO.... [.ce.c. NO ..o v [ [ | [ |
45, Utah...coooiieiccccccee UT|..con. NO.... [.ce.c. NO ..o v [ [ | [ |
46.  Vermont.........ccooevvieenienininnias VT | NO.... | ... NO ..ot e [ [ | e [
47, Virginia.....c.ocoveeeevcnneeees VAo, NO.... [.ce.c. NO ..o v [ [ | [ |
48.  Washington........cccccevviinninenee WA(......... NO... [ ... NOL oot [ [ [ [ | [ e
49, West Virginia.........coovvvevverrenrnnn. WV ......... NO.... [.ce.c. NO ..o v [ [ | [ |
50.  WISCONSIN.......covveeuniiciriiciniciaes WI......... NO.... | ... NO ..ot e [ [ | e [
51, WYOmMINg.....ccovueerereniciecineene WY ......... NO... [ ... NOL oot [ [ [ [ | [ e
52.  American Samoa.............cccceuunee AS |........ NO.... | ... NO ..ot e [ [ | e [
53, GUAM..coueeeeecieeece GU (... NO.... [.ce.c. NO ..o v [ [ | [ |
54.  Puerto RiCO.......ccooevieniciniinne PR{......... NO.... | ... NO ..ot e [ [ | e [
55. U.S. Virgin Islands.............ccc...... VI NO.... [.ce.c. NO ..o v [ [ | [ |
56. Canada........ccccocovviiviiiiiniiriiin. CNJ..ccoee NO.... | ... NO ..ot e [ [ | e [
57.  Aggregate Other alien.................. OT ... XXXeioie | 2.0 S [T [V I [V I (1 I [V I [V I 0
58. Total (Direct Business)........ccccoeeee. | v XXX...... () 11...1,391,957470 | .o (V] 0f .. 55,180,795 | .ooovoiviiiiennns (] 0
DETAILS OF WRITE-INS
BT07T. oottt enes | ettt [ seeeseseensessennenntantens [ et | et | e | s
BT02. oottt enes | ettt [ seeeseneensensinsenntensens [ et | et | e | s
BT03. ottt | ettt [ seeesensensensennenntentens [ et | orrrentsnesnienssnennenenn | e | s
5798. Summary of remaining write-ins for line 57 from overflow page.... | ..cccooovirrnen (V1 I (V1 IO (O (V1 IO (V1 IO 0
5799. Total (Lines 5701 thru 5703 plus 5798) (Line 57 above)........ccocoe | coverviniirirrennes (O (O [ [V (O 0

(@) Insert the number of yes responses except for Canada and Other Alien.
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Statement as of March 31, 2004 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




saerentsattiacnst zsotove BLUE CROSS BLUE SHIELD OF MICHIGAN
SUPPLEMENTAL EXHIBITS AND SCHEDULES INTERROGATORIES

The following supplemental reports are required to be filed as part of your statement filing. However, in the event that your company does not transact the type of
business for which the special report must be filed, your response of NO to the specific interrogatory will be accepted in lieu of filing a "NONE" report and a bar code
will be printed below. If the supplement is required of your company but is not being filed for whatever reason, enter SEE EXPLANATION and provide an
explanation following the interrogatory questions.

RESPONSE
1. Will the SVO Compliance Certification be filed with this statement? Yes
EXPLANATION:
BAR CODE:

20



Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN
Overflow Page for Write-Ins

Additional Write-ins for Assets:

Current Statement Date 4
1 2 3
Net Admitted December 31,
Nonadmitted Assets Prior Year Net
Assets Assets (Cols. 1-2) Admitted Assets
2304. Area REGUIAONY ASSEL..........cvuiuuieeiiciiicieeieeee ettt | s 294,004,468 | .............. 20,364,000 | ............ 273,640,468 | ............ 324,904,468
2305. Area Regulatory Asset Impairment.. . .(212,548,000) | ..eovevececrnrerereres | e (212,548,000) | .. .(212,548,000)
2306. Advances to Providers......... .69,196,509 ...39,806,478 ..118,077,296
2307. Company Owned AULOMODIIE...........c.oiiuiueirrieeiese et | reeeeieieaeenes 812,585 [ .o 812,585 | o (V1 I 845179
2308. Prepaid Pension Fund ...........cccccoeuennee. | e 110,377,971 | . 82,783,478 | . 111,099,168
2397. Summary of remaining write-ins for Ling 23...........oooiiiiiiiiie s | s 261,843,533 | ..............78,161,109 | ........... 183,682,424 | ............ 342,378,111
Additional Write-ins for Liabilities:
Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
2104. AdVaNCES t0 PrOVIAETS. ..ot sesenns | ceveeeensinees 233,423,791 [ oo [ e 233,423,791 | .o 236,156,914
2105. Accounts Payable for Drugs and Vision Vendors............cccccoreennnierennnsneneesineees [ crereneninenenas 47,686,495 [ ....oooviriceerrceee | e 47,686,495 [....ooeviriieerriee
2106. Amounts payable to other plans ...5,244.786 |.... ...5,244786

2197. Summary of remaining write-ins for Line 21

Additional Write-ins for Liabilities:

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
2704. Preferred Providers of Michigan Accumulated FUnds............c.coooeiirnnniinnnneeens e ) 9,9 RN DO XXX [ | e 10,000
2797. Summary of remaining write-ins for LiNg 27.........ccooiiiiniieieeiiiicccesssceecenns [ XXX e f e XXX [ (U P 10,000
Additional Write-ins for Statement of Revenue:
Current Year to Date Prior Year to Date
1 2 3
Uncovered Total Total
2904. Gain (L0SS) fTom PPOM, LLC........coiiiiiieiieiieieiceeescisissescises ettt sssessesessesesssnnes | seseeseinesnssnssnssnssnssnssnssnssens | oeeesesemnennesnsssssnssnsssssnsens [ oossesesesennennenns 4,390,700
2905. Gain (Loss) from DenteMax..........ccccuuve. ...123,000
2997. Summary of remaining write-ins for Line 29 4,513,700
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Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE A - PART 2

Showing all Real Estate ACQUIRED During the Current Quarter
3 5

1 Location 6 7 8 9
2 3 Expended for
Book/Adjusted Carrying Additions and
Date Amount of Value Less Permanent
Description of Property City State Acquired Name of Vendor Actual Cost Encumbrances Encumbrances Improvements

Acquired by Purchase

LYON MEADOWS..............
JEFFERSON FACILITY..

 [NEW HUDSON..

TOWER SERVICE CENTER.........cooiiiiiiirinicc s DETROIT.....coviiciecciccicccnas MI........... ...03/31/2004 | VARIOUS
OAKLAND-MACOMB OFFICE.... . ...03/31/2004 | VARIOUS..
METRO SERVICE CENTER... .| SOUTHFIELD.... ...03/31/2004 | VARIOUS..

...03/31/2004 | VARIOUS..
...03/31/2004 | VARIOUS..

0199999. Totals.........

9999999. Totals..

T03

Showing all Real Estate SOLD During the Quarter, Including Payments During the Final Year on "Sales Under Contract"
1 Location 4 5 6 7 8 9 10 1 12 13 14 15 16
2 3
Expended for
Increase Additions, Gross Income Taxes,

(Decrease) Permanent | Book/Adjusted Foreign Eamned Repairs,

Increase by Foreign Improvements Carrying Exchange Realized Total Less Interest and
Disposal (Decrease) Exchange | and Changesin| Value Less Amounts Profit (Loss) Profit (Loss) Profit (Loss) Incurred on Expenses
Description of Property City State Date Name of Purchaser Actual Cost | by Adjustment | Adjustment | Encumbrances | Encumbrances Received on Sale on Sale on Sale Encumbrances Incurred

NONE
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Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

Showing all Mortgage Loans ACQUIRED During the Current Quarter

SCHEDULE B - PART 1

1 Location 4 5 6 7 8 9 10 1
2 3 Book Value/Recorded Increase (Decrease) Value of Date of Last
Loan Date Rate of Investment Excluding Increase (Decrease) by Foreign Exchange Land and Appraisal
Loan Number City State Type Acquired Interest Accrued Interest by Adjustment Adjustment Buildings or Valuation
Showing all Mortgage Loans SOLD, Transferred or Paid in Full During the Current Quarter
1 Location 4 5 6 7 8 9 10 11 12 13
2 3 Book Value/ Increase Book Value/
Recorded Investment Increase (Decrease) by Recorded Investment Foreign Exchange Realized Total
Loan Date Excluding Accrued (Decrease) Foreign Exchange | Excluding Accrued Consideration Profit (Loss) Profit (Loss) Profit (Loss)
Loan Number City State Type Acquired Interest Prior Year by Adjustment Adjustment Interest at Disposition Received on Sale on Sale on Sale

NONE
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Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE BA - PART 1
Showing Other Long-Term Invested Assets ACQUIRED During the Current Quarter

1 Location 4 5 6 7 8 9 10
2 3 Book/Adjusted Increase (Decrease)
Number of Units Name of Date Actual Amount of Carrying Value Increase (Decrease) by Foreign
and Description City State Vendor Acquired Cost Encumbrances Less Encumbrances by Adjustment Exchange Adjustment

Any Other Class of Admitted Asset

MTS INVESLOTS, LP......coocereieririeceereieeceeccee e i ..01/31/2004...

NASCO Investment. . ... | GA. ...|..03/31/2004...|.

PPOM, LLC..... et ..03/31/2004...

1499999. Total - ANy Other Class Of AAMItIEA ASSEL...... .. i i rereriesiesiesiesrserserererisr s s sesesses st eeseeseeseE st stEs  feeseeeeseeeeseeseeseEseE s e e sEE e e e e E e s s bbbt entensensensensensensensensensensens | coossonsessesssnsseneans 35,894 | .o [ I 3589 |, 5,151,597 [, 0
LS T Tl T 35,894 | .o [ 358% |..coovrarnnnnn. 5,151,597 [ oo, 0

Showing Other Long-Term Invested Assets SOLD, Transferred or Paid in Full During the Current Quarter
1 Location 4 5 6 7 8 9 10 11 12 13
Book/Adjusted Increase Book/
2 3 Carrying (Decrease) Adjusted Foreign
Value Less Increase by Foreign Carrying Value Exchange Realized Total
Number of Units Name of Purchaser or Date Encumbrances | (Decrease) by Exchange |Less Encumbrances| Consideration | Profit (Loss) Profit (Loss) Profit (Loss)
and Description City State Nature of Disposition Acquired Prior Year Adjustment Adjustment at Disposition Received on Sale on Sale on Sale

Fixed or Variable Interest Rate Investments That Have Underlying Characteristics of Other Fixed Income Instruments
Promissory Notes-Solomon Office Associates, LL.C.......... [Southfield.........cccccooeerirenn. [MI.......... [Repayment of Note.........coooovoieeieeeeeeeeeceeeiceerces [03/31/2004 ............. (RN I P (R I IO os (oo 0
0699999. Total - Fixed or Variable Interest Rate Investments That Have Underlying Characteristics of Other Fixed Income Instruments...........cocooiiiciiriiiiiccininniicisisseens | e, 111,164 | oo [l I [Vl 111,164 | oo [V I [V I [ I 0
Any Other Class of Admitted Assets
Peninsula FUNd.........o.ooiviieie s [Detroit.....oooeveieieieiceiean. [MI.......... [Return of Capital.........cccooooioieieieieeesei e, [03/30/2004 7 .............. LT I P I ENOLT A T IO IO I 0
1499999. Total - ANy Other Class Of AAMItIE ASSEES. ... euxerrrrrrrrerrerreer e et trstes st se s smesmssmsse erssesesseeseeserseeeesee e e et eE et eE et ee bbbttt sttt snsensensenes | coserssessnnees 76,057 | oo, [ [ 76,057 | oo [ [ [ 0
LS T T I 187,221 | o [ (] P 187,221 | oo [ [ [ 0
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Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE D - PART 3

Show all Long-Term Bonds and Stock Acquired by the Company During the Current Quarter
3 4 5 6

1 2 7 8 9 10
Paid for NAIC Designation
CUSIP Date Number of Accrued Interest or Market

Identification Description Foreign Acquired Name of Vendor Shares of Stock Actual Cost Par Value and Dividends Indicator (a)
Bonds - U.S. Government

912810 EQ 7|U.S. TREASURY NOTES  6.250 08/15/2023.. MERRILL LYNCH CAPITAL MARKETS........coiiiiiiiirieincineiesiseissiseissiseississisnienes | oo 5,816,406 |.... 5,000,000

912828 AP 5|U.S. TREASURY NOTES  4.000 11/15/201 CS FIRST BOSTON. ...ttt ssesssssesssenssnsssssssnssenes. | coneensensensssenssssssssessssenss | coneeeensssssaseenes 20,624,219 20,000,000

912828 BT 6]U.S. TREASURY NOTES  3.375 12/15/200 A.G. EDWARDS ..15,048,047 ..15,000,000

912828 BV 1]U.S. TREASURY NOTES  3.250 01/15/200 VARIOUS...... ..55,236,719 ..55,000,000

912828 BZ 2|U.S. TREASURY NOTES  3.000 02/15/200 VARIOUS......cooiiiiei ettt sttt sseninnins | neensisinseneensesssesssssssenses | reereeseesesesaenea 49,868,750 50,000,000

912828 BT 6|U.S. TREASURY NOTES  3.375 12/15/200 MERRILL LYNCH.. 5,081,250 |. 5,000,000

912828 BZ 2]U.S. TREASURY NOTES  3.000 02/15/200 STATE STREET BANK. ....1,068,023 |.
0399999. Total - Bonds - U.S. Government ..153,643,414

Bonds - Special Revenue and Special Assessment

United States

31284B BB 2|FHLMC FGP10034 5.000 02/01/2018.... CS FIRST BOSTON 26,332,844 1FE
31284B BH 9|FHLMC FGP10040 5.500 12/01/2017 01/13/2004...... A.G. EDWARDS... 38,778,243 1FE..
312963 5T 4|FHLMC FGB11758 5.000 12/01/2018 01/20/2004...... CS FIRST BOSTON.. 41,046,875 1FE..
312964 EJ 4|FHLMC FGB11937 5.000 11/01/2018 01/20/2004...... CS FIRST BOSTON..... 51,300,781 1FE..
312965 KP 0|FHLMC FGB13002 5.000 03/01/2019 03/23/2004...... LEHMAN BROTHERS 31,007,813 1FE..
31296S BJ 4|FHLMC FGA17241 6.000 11/01/2033 02/25/2004...... 30,808,586 1FE..
31296S X7 6|FHLMC FGA17902 6.000 11/01/2033 02/09/2004...... 41,265,879 1FE..
3133X0 6Q 7|FHLB 4.125 08/13/2010... 02/18/2004...... 66,229,345 1FE..
3133X4 2H 3|FHLB 4.000 02/15/201 02/26/2004...... 10,008,090 1FE..
31359M LS O0|FNMA 5.375 11/15/2011.. 02/19/2004...... CITIGROUP GLOBAL 27,051,875 1FE..
31359M PF  4|FNMA 4.375 09/15/2012.. 03/03/2004...... VARIOUS...... 55,357,585 1FE..
31359M TZ 6|FNMA 3.250 02/15/2009.. 03/11/2004...... VARIOUS.. 49,974,365 1FE..
31403F ZJ 6|FNMA FN747845 5.000 11/01/2 03/25/2004...... FHLMC...... ..50,546,921 " 1FE..
31359M TR 4|FNMA 3.375 12/15/2008.. 01/06/2004...... CS FIRST BOSTON.. ..14,827,500 ..15,000,000 1FE..
3133X4 2H 3|FHLB 4.000 02/15/2011.. 02/26/2004...... STATE STREET BANK. 1,974,209 |. 1,967,870 1FE..
UsS s 36,510,911 23,107,414 |.
3199999. |Total - Bonds - Special Revenue & Special Assessments.. ....536,510,911 ...523,107414 |......................2,525882 | ..........
Bonds - Industrial and Miscellaneous

United States

010392 EK 0]|ALABAMA POWER COMPANY 5.125 02/15/2019... 6,967,450 |.... 7,000,000 1FE
073902 CF 3|BEAR STEARNS 3.250 03/25/2009.... 03/18/2004....... |BEAR STEARNS........cooiiiiiiiieireineireineinsisese e issesssssesssssssssssnsssssssenes | aeeneensinsinsinsisesssessssssssssnns | eeeneensesssssnnenes 15,942,240 |..oooooviiiirins 16,000,000 .|1FE..
134429 AM 1| CAMPBELL SOUP COMPANY 6.750 02/15/. 03/15/2004...... 11,420,760 |. 9,750,000 1FE..
14912L 73 8|CATERPILLAR FINANCIAL 3.450 01/15/2009.. 01/13/2004...... 9,995,900 210,000,000 [ ..vocvecereeeieieieieeeeens 1FE..
172967 CH 2|CITIGROUP, INC. 3.625 02/09/2009...... 02/05/2004...... CITIGROUP GLOBAL ..15,982,560 ..16,000,000 1FE..
24422E PF 0]JOHN DEERE CAPITAL  3.750 01/13/20 01/08/2004...... MERRILL LYNCH CAPITAL MARKETS... 4,998,650 |. 5,000,000 [ ..coreeeeereireieeieeins 1FE..
30161M AC 7 . 5. 03/01/2004...... VARIOUS......cooiiiiiiiineineieeineiceiee et ..20,538,200 ..20,000,000 38,208 | 1FE..
36962G E7 5|GENERAL ELECTRIC CAPITA 4.250 12/01/2010.. 01/06/2004...... LEHMAN BROTHERS 9,904,200 ..10,000,000 44,861 | 1FE..
36962G YY 4|GENERAL ELECTRIC CAPITA 6.000 06/15/2012.. 02/12/2004...... CITIGROUP GLOBAL 5,510,850 |. 5,000,000 52,500 [1FE..
370334 AW 4|GENERAL MILLS, INC.  3.875 11/30/2007.. 01/06/2004...... UBS SECURITIES......oooiieiieetsieteietetete ettt v ssssessssessesenaes | eveesesssesssesesesesessesessesenss | ersesissesseseseenans 10,174,100 10,000,000 41,979 |1FE..
38143U AA 9| GOLDMAN SACHS 3.875 01/15/2009.. 01/06/2004...... GOLDMAN SACHS AND COMPANY........ 4,988,750 |. 5,000,000 [ ..ooreeeeerieieieieeeins 1FE..
38143U AB 7| GOLDMAN SACHS 5.150 01/15/2014...... 01/06/2004...... GOLDMAN SACHS AND COMPANY 6,973,470 |. 7,000,000 .|1FE..
46625H BJ 8|JP MORGAN CHASE COMPANY 4.875 03/15/2014.. 03/03/2004...... JPIMORGAN. ...ttt ssenssins | coneineieinsie et essessenes | eeesensinsensennenneas 9,978,700 |..oovvvrririee 10,000,000 [ ..vocereereeeieieieieieieieinns 1FE..
52517P VM 0|LEHMEN BROTHERS HOLDING 4.375 11/30/2010... 02/09/2004...... LEHMAN BROTHERS 6,078,840 |.... 6,000,000 59,063 [1FE..
52517P VWV 0|LEHMEN BROTHERS HOLDING 4.800 03/13/2014 02/19/2004...... LEHMAN BROTHERS 9,937,500 10,000,000 [ ..vocereereeeieieieieieieieinns 1FE..
694308 GD 3|PACIFIC GAS & ELECTRIC 4.800 03/01/2014.. 03/18/2004...... LEHMAN BROTHERS 4,992,350 5,000,000 [ ..ooceeeeeeieieiieeeeias 1FE..
78442F BG 2|SLM CORPORATION 5.000 10/01/2013.... 02/26/2004...... J.P.MORGAN... 10,147,100 ..10,000,000 219,444 |1FE..
803111 AP 8|SARA LEE CORP 2.750 06/15/2008........ 01/07/2004...... JPM. 846,650 5,000,000 10,313 | 1FE..
867363 AB 9| SUNGARD DATA SYSTEMS  3.750 01/15/2009.... 01/20/2004...... JPM ..10,003,780 ..10,000,000 ..6,667 | 1FE..
867363 AC 7|SUNGARD DATA SYSTEMS 4.875 01/15/2014.... 01/20/2004...... JPM 9,976,275 ..10,000,000 ,125 |1FE..
87612E AL 0|TARGET CORPORTATION  3.37503/01/2008 01/07/2004...... JPM... ..20,000,200 ..20,000,000 245,625 |1FE..
90331H JK 0|U.S.BANK 3.400 03/01/2009............... 03/02/2004...... UBS SECURITIES 4,982,500 |. 5,000,000 | .cooveverreineeereieeeieneine 1FE..
927804 EV 2|VIRGINIA ELECTRIC & POW 4.500 12/15/2010. 03/17/2004...... CITIGROUP GLOBAL 12,214,874 ..11,895,000 .86,898 |1FE..
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Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE D - PART 3

Show all Long-Term Bonds and Stock Acquired by the Company During the Current Quarter
3 4 5 6

1 2 7 8 9 10
Paid for NAIC Designation
CUSIP Date Number of Accrued Interest or Market
Identification Description Foreign Acquired Name of Vendor Shares of Stock Actual Cost Par Value and Dividends Indicator (a)
929903 AD 4|WACHOVIA CORP 3.625 02/17/2009 02/05/2004...... BARCLAY CAPITAL 19,873,600 |....
931142 BU 6|WAL-MART STORES 3.375 10/01/2008. ...01/07/2004...... LEHMAN BROTHERS 4,961,250 |.
931142 BV 4|WAL-MART STORES 4.125 02/15/2011. ...02/25/2004....... ..27,118,400
949746 FJ 5|WELLS FARGO & CO 4.950 10/16/2013. ...03/10/2004...... ..10,426,000
060505 BH 6]|BANK OF AMERICA 3.375 02/27/2009 ...01/23/2004...... ..15,889,600
172967 BS 9|CITIGROUP CORP. 02/01/2008.......c.ooveeeeeireereiseineineieeeeseseesssessessessesseneeeeeeeesseneenes | connenenees | creenen.01/06/2004...... ..10,036,700
929903 AC 6] WACHOVIA CORP. 08/15/2008.. . |BARCLAY CAPITAL.. 9,943,400
US.... 324,804,849
4599999. Total - - 324,804,849
6099997. Total - Bonds - Part 3.. 014,959,174
6099999. Total - Bonds...... ,014,959,174

Common Stocks -

United States

Industrial and Miscellaneous

784924 88 8|STATE STREET S&P INDEX FUND.........ooiiiiiicicincineineineieeineineineiseiseiseeseineisseseisseessssnens | eenenenens | aeveinnns 03/19/2004...... STATE STREET....... ..1,086,328,917.000
316191 60 0]Fid Retire MMKT. 03/19/2004...... FIDELITY......
316464 10 6|Fid Value......... 03/31/2004...... FIDELITY ..ttt stensenins | setneissineeseeses s
316146 10 9|Fid Inv GrBon 03/31/2004...... FIDELITY..
316389 20 4|Fid Gr&nc.... 03/31/2004...... FIDELITY..
316184 10 0]Fid Magellan... 03/31/2004...... FIDELITY..
316069 10 3|Fid Asset Mgr. 03/31/2004...... FIDELITY..
315911 20 6]Spartan US Eq.... 03/31/2004...... FIDELITY..
880196 20 9| Templeton Foreign.. 03/31/2004...... FIDELITY..
471023 80 4|Janus Enterprise 03/31/2004...... FIDELITY c.ot sttt nas [ ebensebsenssensssennsseens
471023 30 9| Janus Worldwide...........coeeveecveecieiceeeceeeceeeceeee e 03/31/2004...... FIDELITY..
31617R 30 8|Freedom Income 03/31/2004...... FIDELITY..
31617R 50 6|Freedom 2010. 03/31/2004...... FIDELITY..
31617R 60 5|Freedom 2020 03/31/2004...... FIDELITY..
86335K 10 0] Strong Opportunity. 03/31/2004...... FIDELITY c. ettt nsnsansenins | coneisisisissnsennsnes
262001 44 9|Drey Fndrs Discvry...... 03/31/2004...... FIDELITY..
31617R 40 7|Freedom 2000..... 03/31/2004...... FIDELITY..
31617R 70 4|Freedom 2030 03/31/2004...... FIDELITY ..ttt sttt nsnsensenins | coneinsisisinssnsennsnes
015570 20 3|Alger Midcap Growth 03/31/2004...... FIDELITY.. 6,932.066
69316H 54 4| PBHG Clipper FOCUS..........cvrvueriririenienienienes 03/31/2004...... FIDELITY.. 2,215.624
701769 10 1|Parnassus Equity. 03/31/2004...... FIDELITY..
000000 00 OfFederal Home Loan Bank of INii@npolis..........cccovoviiieeeiiiisiiiciciesiessssscceesissessseererenensnes | eveerenenees | oo 03/19/2004...... FIDELITY..
LU T OO OO PO OO PO SO OO OO PO OO OO OO OO PO POT PO PO PO PO POT PO PO PO PO PP PO PP PP PP PPPOO
6899999. Total - Common Stocks - Industrial & Miscellaneou
7299997. Total - Common Stocks - Part 3..
7299999. Total - Common Stocks..............
7399999. Total - Preferred and Common Stocks....
7499999, Total - Bonds, Preferred and Common Stocks

(a) For all common stock bearing the NAIC market indicator "U" provide: the number of such issues:..
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Show AII Long-Term Bonds and Stock Sold, Redeemed or OtherW|se Dlsposed of by the Company During the Current Quarter

1 2 3 4 Change in Book/Adjusted Carrying Value 16 17 18 19 20 21 22
F 1" 12 13 14 15 NAIC
0 Current Foreign Bond Desig-
r Prior Year Year's Total Book/ Exchange | Realized Total Interest/ nation
e Book/ Unrealized Current | Other Than Total Foreign Adjusted Gain Gain Gain Stock or
i Number of Adjusted Valuation Year's Temporary | Changein | Exchange Carrying (Loss) (Loss) (Loss) Dividends Market
CUSIP g| Disposal Shares of Carrying Increase/ [Amortization)| Impairment [ B./A.C.V. | Change in Value At on on on Received | Maturity |Indicator]
Identification Description n Date Name of Purchaser Stock Consideration Par Value Actual Cost Value (Decrease) | Accretion | Recognized | (11+12-13) | B./A.C.V. | Disposal Date [ Disposal Disposal Disposal _[During Year|  Date (@)

Bonds - U.S. Government

912828 AC 4|U.S. TREASURY NOTES  4.375 05/15/2| .. |.02/20/2004 | LEHMAN BROTHERS.
912828 BG 4|U.S. TREASURY NOTES  3.250 08/15/2| .. | .01/28/2004
912828 BM 1|U.S. TREASURY NOTES  3.125 10/15/2| .. | .01/28/2004
912828 BT 6|U.S. TREASURY NOTES  3.375 12/15/2| .. | .01/28/2004
6
5

....... 31,889,063 | .......30,000,000
......... 5,039,844 | .........5,000,000
....... 12,000,000 | .......12,000,000

22,204,531 22,000,000

...1,009,364 |...1,009,364 | ...322,259 [05/15/2007 | 1FE.....
..... 75,086 |08/15/2008 [ 1FE.....
...110,324 (10/15/2008 [ 1FE.....
..... 90,188 |12/15/2008 [ 1FE.....
..... 49,795 |12/15/2008 | 1FE.....
................. 12/15/2008 [ 1FE.....

912828 BT 6|U.S. TREASURY NOTES  3.375 12/15/2| .. | .03/31/2004 A.G. EDWARDS...
912827 Y5 5|U.S. TREASURY NOTES  7.000 02/15/2) .. | .03/31/2004 [ STATE STREET BANK....

0399999. Total - Bonds - U.S. Government

Bonds - Special Revenue and Special Assessment
United States

S03

31284B BB 2|FHLMC FGP10034 5.000 02/01/2014 .. ].03/01/2004 [ MBS PAYDOWN..........coooovvvmnns [ covmmrininniieciincinies 000,350,845 | ............350,845 | ...........360,411 | ...........350,868 [.....ccoovmmimviee | crrinriiecec23) | [ (23) | | 1000000 380,845 | | s [0 | 2,165 102/01/2018 [ 1FE.....
312848 BH 9|FHLMC FGP10040 5.500 12/01/2017 .. |.03/01/2004 [ MBS PAYDOWN..........coccovvvmunns [ o [ 000000 2,167,607 | .........2,167,607 | ........2,239,473 | ........2,168,362 [ .....ccoovvrivres | corerennca(75) | v [ eeieeeecead(T50) | e | e 2,167,807 | | s [0 | 16,954 (12/01/2017 | 1FE.....
3128H7 N9 9[FHLMC FGE99416 5.000 07/01/2014 .. ].03/01/2004 [ MBS PAYDOWN..........cocoovvvmmns [ covmminenniinciincinies [ e 1,177,258 | 177,268 | 11,193,282 | 177,605 [ [ e (RAT) | e [ et 2AT) | | et LATT258 | | e [0 | 8,889 (07/01/2018 [ 1FE.....
3128H7 PG 1|FHLMC FGE99423 5.000 07/01/2014 .. |.03/01/2004 | MBS PAYDOWN.. . . WT42,986 | oo 731,591 [ | 281) | e [ e (261) | | e P33BT | | [0 5,757 (07/01/2018 [ 1FE.....
3128H7 R9 5[FHLMC FGE99512 5.500 07/01/2014 .. |.01/20/2004 e | 00019,185,010 | ... 488,142 | ....... 19,063,007 ...108,366 |07/01/2018 [ 1FE.....
3128H7 SD 5[FHLMC FGE99516 5.000 08/01/2014 .. |.03/01/2004 [ MBS PAYDOWN..........coccovvvvmees [ e [ 2000.2,898,134 | ........2,898,134 | ........2,964,508 | ........2,899,517 | ...occoooiiriiiis | conreens(1,383) | e [ e (1,383) | e | 002,898,134 | | [0 | 24,476 |08/01/2018 [ 1FE.....
3128H7 T8 5[FHLMC FGE99575 5.000 07/01/2014 .. | .03/25/2004 ...265,136 [07/01/2018 [ 1FE.....
3128H8 DA 5[FHLMC FGE99997 5.000 08/01/2014 .. |.03/01/2004 [ MBS PAYDOWN..........coccovvvmenns [ e [ 0000 1,932,718 [ 00000 1,932,718 ] ... 1,962,917 11,933,689 [ oo | e BT | [ et BT) | e | e 1,932,718 | | [0 | 17,811 (08/01/2018 | 1FE.....
31294K UR 4|FHLMC FGE01492 5.500 08/01/2014 .. ].03/01/2004 [ VARIOUS...........ccccovvvvrivrinvnnns [ v [ s 33,724,603 | ....... 32,394,575 | ....... 33,457,522 ...421,240 (08/01/2018 [ 1FE.....
312962 2U 6|FHLMC FGB10787 5.500 11/01/201 .. |.03/01/2004 | MBS PAYDOWN.. ....676,310 ..696,599 | ..........676,824 [ ...oocoovoriiiris | civeeena(B14) | [ (B14) | | 876,310 | | [0 6,262 (11/01/2018 [ 1FE.....
312962 FT 5|FHLMC FGB10178 5.000 10/01/2014 .. ].03/01/2004 [ MBS PAYDOWN...........ccccovvvemmns [ covmrrvmniniinciincinns [ 003,402,447 | .........3,402,447 | ......... 3,463,053 | ........3,403,791 | .ooovvvrivcins [ ereen(1,344) | e | e (1,344) | ] 302,847 | | e [0 [ 28,650 |10/01/2018 [1FE.....
312962 J4 6|FHLMC FGB10283 5.000 09/01/2014 .. ].03/01/2004 [ MBS PAYDOWN..........ccccovvemme [ covmmrrmnininciinniinnis [ 2000..2,651,694 | .........2,551,694 | ......... 2,684,786 | .........2,552,800 | ...ccoovrrivrens [ erreeee(1,106) | oo | s (1,108) | e | 002,561,694 | | e [0 [ 27,005 |09/01/2018 [ 1FE.....
312962 WN 9|FHLMC FGB10653 5.500 09/01/2014 .. |.03/01/2004 | MBS PAYDOWN.. 1,461, e 1,461,719 [ 101,505,799 | .. 1,463,337 | e | e (1,819) [ | e (1B19) [ [ el 1481719 [ [ 0 | 15,501 [09/01/2018 | 1FE.....
312962 ZL O0|FHLMC FGB10747 5.500 10/01/201 .. ].03/01/2004 [ VARIOUS...........c.ccovvvvvinrnrnnns [ v [ s 13,654,408 | ....... 13,267,960 | ....... 13,759,488 | .......13,616,580 [ .....ccoovvvmreee | cerens(11,188) | s [ e (11188) | ] 100 13,606,422 ] |0 48,987 L. 48,987 | ... 97,911 {10/01/2018 [ 1FE.....
312963 5T 4|FHLMC FGB11758 5.000 12/01/2014 .. |.03/01/2004 [ MBS PAYDOWN..........cocoovvvmnns [ covmmiminniinciincinies [ 000000 371,290 ] .. 371,290 | .. 381,007 [ 371,429 [ [ e (139) | s [ et (139) | | 871,290 | | s [0 | 2,334 112/01/2018 [ 1FE.....
312963 BE O0|FHLMC FGB10937 5.000 10/01/2014 .. | .03/25/2004 ...516,591 [10/01/2018 [ 1FE.....
312964 EJ 4|FHLMC FGB11937 5.000 11/01/2014 .. ].03/01/2004 [ MBS PAYDOWN..........coooovvvmmne [ cormrrninniinciincinins [ 2000001,201,255 1 ........1,201,255 | ........1,232,506 | .........1,201,819 [ oo | eieieena(565) | s [ eeiieeecian(868) | e | e 1,201,255 | | s [0 | 8,660 (11/01/2018 [ 1FE.....
31296S BJ 4|FHLMC FGA17241 6.000 11/01/2039 .. | .03/01/2004 | MBS PAYDOWN ....339,856 |............339,856 |............354,300 [...........339,857 [..cooorrimrimics [eormmeccac () | [ () o ] 1000000 339,856 | e | s [0 | s 1,699 |11/01/2033 | 1FE.....
31296S X7 6|FHLMC FGA17902 6.000 11/01/2039 .. | .03/01/2004 | MBS PAYDOWN ....436,087 |...........436,087 |............4563,803 | ........... 436,292 [.....ccoooririec | corrreennia(205) | ovvoiciriens [ e (208) | | 836,087 | | s [0 | 1,975 | 11/01/2033 | 1FE.....
31339X 2M 5|FHLB 3.875 06/14/2013......... .. {.02/19/2004 | LEHMAN BROTHERS. veeen0,741,469 | .........7,000,000 | .........6,385,260 | ........6,401,001 [..ccccoiiriinis | c0reenn6,635 [ [ 6,635 || 6,407,536 ] ] .333,934 [ 1...333,934 | ... 56,264 |06/14/2013 [1FE.....
3133X1 BV 8|FHLB 4.500 09/16/2013......... .. [.02/19/2004 [ LEHMAN BROTHERS.........cccco. | covmevrinrinciiniini [ v 6,034,170 ...112,145 (09/16/2013 [ 1FE.....
3134A4 DY 7(FHLMC 5.625 03/15/2011. .. |.02/18/2004 | CS FIRST BOSTON .5,621,955 - . ...120,991 [03/15/2011 [ 1FE.....
31359M FL 2[FNMA 7.125 03/15/2007........ .. [.02/18/2004 [ LEHMAN BROTHERS.........c.ccc. | covnrvnriniinicciinn | e 12,513,050 | .......11,000,000 | ....... 11339 760 | ....... . . IR0 [ 11,189,764 ...1,323,286 |... ...328,478 [03/15/2007 [ 1FE.....
31359M MP  5(FNMA 5.250 04/15/2007........ .. [.02/18/2004 [ VARIOUS...........cocvvvvrinniinnens | e | e 44,405,109 | .......41,000,000 | ....... 41,283,860 | ....... ,192, [ERSURRRR [ . RO IR 41,185,911 ...3,219,198 |...3,219,198 | ...734,473 | 04/15/2007 | 1FE.....
31359M QM 8 FNMA 3.250 01/15/2008.. .. |.02/18/2004 23,310,155 .22,942,960 ..22,954,256 i 355,899 | ..... 355,899 | ...447,186 |01/15/2008 [ 1FE.....
31359M RK 1[FNMA 4.625 05/01/2013........ .. [.03/03/2004 [ CS FIRST BOSTON........ccvvveens | cormririnincineiinis [ ceviis 9,937,500 | .......10,000,000 | .........9,585,050 | ........9,594,987 |......ccccecovveis | c00eenn5,926 [ | 5,926 [ [ 009,600,913 [ oo [ ...336,587 | ... 336,587 | ...163,947 |05/01/2013 1FE.....
31359M TG 8|FNMA 4.625 10/15/2013........ .. |.03/03/2004 | GREENWICH CAPITAL........cc...| covervneiniinieciinni | cevene 25,228,750 | .......25,000,000 | .......24,857,250 | .......24,857,675 | ......cccccovvvis| c0reeeni2928 | oo [ 000002928 || +00...24,860,602 | ... | .368,148 | L 368,148 | ...510,393 [10/15/2013 [1FE.....
31400E F2 1[FNMA FN685185 5.500 12/01/2017 | .. |.01/01/2004 57,627,973 . ...1,095,074 | ...388,170 |12/01/2017 [1FE.....
31400E QW 3[FNMA FN685469 5.500 01/01/2018 | .. |.01/01/2004 [ VARIOUS...........ccccovvvvrvrinniinns [ e [ e, 19,171,536 | .......18,473,349 | .......18,822,611 | .......18,804,966 |.......cccccoeees | c0era(21,165) [ oo | e (21,165) [ | 18,783,801 [ | 387,736 | e 387,736 | ...123,340 [01/01/2018 [1FE.....
31359M TR 4[FNMA 3.375 12/15/2008........ .. [.03/11/2004 [ CS FIRST BOSTON........coovmves | covnrinriniinieciinnis | e 15,318,750 | .......15,000,000 | .......14,827,500 | .......14,827,500 |...ccccocvvriees | cenrenn 5,448 [ o] 5,448 || 114,832,948 [ 485,802 | .. 485,802 | ...122,344 112/15/2008 | 1FE.....
312962 FT 5]|FHLMC FG10178 5.000 10/01/2018 .03/31/2004 ....231,392 vone..234,935 . 234935 [ o (3543) ] [RT) 1 I 10/01/2018 [1FE.....
S s | e 372,588,516 | .....3569,710,117 | .....363,630,694 | ..... 362,663,130 ...(339,295) ] ... 0] (339,295) | .. Of... 362,323,834 .10,264,683 {.10,264,683 | 4,685,113 | ... XXX...... XXX...

3199999. [ Total - Bonds - Special Revenue & ASSESSMENt..........cooooooooorroros N 372,588,516 | .....369,710,117 | .....363,630,694 | ..... 362,663,130 (339,295) | .o 0 ] e (339,295)f ..o | ..o 362,323,834 .10,264,683 |.10,264,683 | 4,685,113 |... XXX...... XXX...

Bonds - Industrial and Miscellaneous
United States

002824 AM 2|ABBOTT LABORATORIES  5.625 07/01] .. | .01/05/2004
060505 BC 7|BANK OF AMERICA 3.250 08/15/200) .. |.01/23/2004
079860 AC 6|BELLSOUTH CORPORATION 5.000 10/1.. |.01/05/2004
10138M AE 5|BOTTLING GROUP 2.450 10/16/200] .. |.01/05/2004

....... 10,717,600 | .......10,000,000 { .......10,028,100 | .......10,015,213
15,942,880 | ....... 16,000,000 | ....... 15,725,440 | ....... 15,746,137
....... 10,573,400 | .......10,000,000 { .......10,094,800 | .......10,057,913
......... 4,951,900 |.........5,000,000 | .........4,983,000 | .........4,984,082

| [ 10,014,959 |...ccocovvvvvins| v 702,641 | ..... 702,641 | ...291,934 |07/01/2006 [ 1FE.....
....... 15,750,241 .| 192,639 | .....192,639 | ...272,771 |08/15/2008 [ 1FE.....
| [ 10,057,516 | ...ccovvvvrns| o 515,884 | ..... 515,884 | ...114,881 [10/15/2006 [ 1FE.....

......... 4,984,188 |................. | ......(32,288) | ......(32,288) | .....31,071 [10/16/2006 [ 1FE.....
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1°503

1 2 3 4 Change in Book/Adjusted Carrying Value 16 17 18 19 20 21 22

F 1" 12 13 14 15 NAIC

0 Current Foreign Bond Desig-

r Prior Year Year's Total Book/ Exchange | Realized Total Interest/ nation

e Book/ Unrealized Current | Other Than Total Foreign Adjusted Gain Gain Gain Stock or
i Number of Adjusted Valuation Year's Temporary | Changein | Exchange Carrying (Loss) (Loss) (Loss) Dividends Market
CUSIP g| Disposal Shares of Carrying Increase/ [Amortization)| Impairment [ B./A.C.V. | Change in Value At on on on Received | Maturity |Indicator]

Identification Description n Date Name of Purchaser Stock Consideration Par Value Actual Cost Value (Decrease) | Accretion | Recognized | (11+12-13) | B./A.C.V. | Disposal Date [ Disposal Disposal Disposal _[During Year|  Date (@)
172967 BJ 9|CITIGROUP, INC. 6.000 02/21/2012. | .. | .02/12/2004  CITIGROUP GLOBAL OO I 5,548,200 | ......... 5,000,000 ...148,669 [02/21/2012 [ 1FE.....
172967 BS 9|CITIGROUP CORP. 3.500 02/01/200{ .. |.02/05/2004 | CITIGROUP GLOBAL.. .6,049,020 | .........6,000,000 ...110,978 [02/01/2008 [ 1FE.....
20034D HA 0|COMERICA BANK 2.950 11/15/2004 .. |.01/05/2004 [ UBS SECURITIES.........cocovvne [rrmrvemvmrrerincins [ e 5,012,850 |......... 5,000,000 | .........4,999,500 | .........4,999,399 | ....cccvurvveruns ferririvecac(@) | oo | v @) [ | 0000e4,999,397 || 0 13,453 | ... 13,453 | ... 30,317 |11/15/2006 [ 1FE.....
233331 AD 9|DTE ENERGY COMPANY  6.450 06/01.. |.01/05/2004 [ CITIGROUP GLOBAL........cccccoc. [ ermrvrmmrmrnerrerrnnns [ s 10,769,800 | ....... 10,000,000 | .......10,188,040 | .......10,115,142 | ...ooevvrvrrrrcees [ crrreeeecc(983) | o | e (983) [ | 010,114,159 || .....655,641 | .....655,641 | ... 65,309 |06/01/2006 | 2FE.....
237194 AB 1|DARDEN RESTAURANTS, INC 7.125 02/( .. | .03/18/2004 [ STATE STREET.. .5,810,050 | .........5,000,000 ...232,883 [02/01/2016 | 2FE.....
244217 BJ 3|JOHN DEERE CAPITAL CORP 3.900 01/1] .. | .01/09/2004 [BANC ONE..........ccccovvirvrmernres [ correrrernerrenreenens | cereeees 5,114,450 | ......... 5,000,000 | .........5,081,350 |.........5,074,266 | .....cccccoverurs [ corrreeercc(8563) | covrerirrrrirens | ereieeeenn(563) [ o | 0000000 5,073,703 || 10 40,747 | ... 40,747 | ... 96,395 |01/15/2008 [ 1FE.....
52517P VM 0|LEHMEN BROTHERS HOLDING 4.375 11] .. | .02/19/2004 [ LEHMAN BROTHERS.........cccco. | covrerirmrnerrerrirrens [ cerveees 8,083,520 | ......... 8,000,000 | .........8,016,240 | .........8,015,694 | .....ccorvvverrens [ covrreeercs(B4T) | o | e (44T [ | 0000 8,015,247 | ] 88,273 | .....68,273 | ... 90,942 |11/30/2010 [ 1FE.....
548661 CA 3|LOWE'S COMPANIES 8.250 06/01/20) .. [.03/15/2004 | BARCLAY CAPITAL. .5,005,960 | .........4,000,000 | .........4,162,400 | ........4,119,508 | ...ccccoevoverees | cererne(3,458) [ oo | e (3,456) [ o [ 4,116,052 | e | ...889,908 | .....889,908 | ..... 94,627 |06/01/2010 [ 1FE.....
718507 BQ 8|PHILLIPS PETROLEUM CO 8.750 05/25/ .. |.03/15/2004 | BARCLAY CAPITAL [EUTORURRNRRNTN IS 6,391,600 | ......... 5,000,000 ...131,115 [05/25/2010 [ 1FE.....
78387G AF 0|SBC COMMUNICATIONS, INC 5.750 05/0] .. |.01/05/2004 [ MERRILL LYNCH CAPITAL MAR .......cccoevverrmirnrns [ o 10,696,600 | ....... 10,000,000 ...105,513 [05/02/2006 [ 1FE.....
927804 EN O0[VIRGINIA ELECTRIC POWER 5.750 03/31 .. | .01/05/2004 | CITIGROUP GLOBAL.. 10,665,900 | ....... 10,000,000 ...156,673 [03/31/2006 | 2FE.....
929903 AC 6|WACHOVIA CORP 3.500 08/15/200( .. [.02/05/2004 | BARCLAY CAPITAL.......cccvrvrers | corrmrrrerrnrnerrenirens | v 9,981,700 | ....... 10,000,000 ...192,435 (08/15/2008 [ 1FE.....
931142 BU 6[WAL-MART STORES 3.37510/01/20| .. |.02/25/2004 [ BARCLAY CAPITAL......cocovvvvvns [ crvmrrrerrernerrenrenns [ s 20,089,200 | ........ 20,000,000 ...282,023 (10/01/2008 [ 1FE.....
94975C AF 4 |WELLS FARGO FINANCIAL 5.875 08/15 .. |.03/10/2004 | CITIGROUP GLOBAL.. 11,198,300 | ....... 10,000,000 ...342,082 (08/15/2008 [ 1FE.....
060505 BH 6|BANK OF AMERICA 3.37502/27/2() .. |.03/18/2004 | BEAR STERNS........cocovvuvreverrne [ crmrrernerrerrieriines | v 16,155,040 | ....... 16,000,000 | .......15,889,600 | .......15,889,600 |.....ccocecrrrever [ 02,803 | covciiiiviiei | eeeeerei2,503 [ | 200015,892,103 | oovcinn | +...262,937 | .....262,937 | ..... 81,000 |02/17/2009 [ 1FE.....
172967 BS 9|CITIGROUP CORP. 02/01/2008.... .. |.02/05/2004 | CITIGROUP GLOBAL.........cccoc. [ oererernerrerrirrerinns | vviene 10,081,700 | ....... 10,000,000 ...183,750 [02/01/2008 [ 1FE.....
929903 AC 6| WACHOVIA CORP. 08/15/2008... .02/05/2004 [ BARCLAY CAPITAL. .9,981,700 | ....... 10,000,000 . . . . . ...189,583 [08/15/2008 | 1FE.....
UG e | e 198,821,370 | ..... 190,000,000 189,620,267 . . .0..9195792 |... 3,244,951 [.. XXX...... XXX...
4599999. Total - Bonds - Industrial & MiSCEIANEOUS........c..ivieiieiiiiiiisi s | e 198,821,370 | ..... 190,000,000 189,620,267 ..9,195792 |... 3,244,951 [.. XXX...... XXX...
6099997. Total - BONAS = Part 4. | e 649,879,112 | ..... 625,677,987 629,534,412 |. . . . . .0 {.20,720,607 |.20,720,607 | 8,577,716 |...XXX...... XXX...
6099999. T0tal - BONGS. ... | 649,879,112 | ..... 625,677,987 629,534,412 .20,720,607 {.20,720,607 | 8,577,716 |...XXX...... XXX...

Common Stocks - Industrial and Miscellaneous
United States

316191 60 0]Fid Retire MMKT........coooovoiiiiirrnienns .. ].03/31/2004 | FIDELITY ....oovvrirniereireirnirninne | e 241,298.940 B | —
316464 10 6]Fid Value . 1.03/31/2004 [ FIDELITY .....oorveieieieeireireis | e 21,654.210 | .... B | —
316146 10 9|Fid Inv Gr Bond... .. |.03/31/2004 9,543.370 |.
316389 20 4|Fid Gr & Inc .. |.03/31/2004
316184 10 0]Fid Magellan . 1.03/31/2004
316069 10 3|Fid Asset Mgr.. . 1.03/31/2004
315911 20 6]Spartan US Eq . 1.03/31/2004
471023 80 4|Janus Enterprise . |.03/31/2004
31617R 30 8|Freedom Income.. . 1.03/31/2004 1,898.540 |.
31617R 60 5|Freedom 2020 . 1.03/31/2004 [ FIDELITY .....covrveieieieieinireis | e 51,286.620
86335K 10 0] Strong Opportunity... . .03/31/2004 [ FIDELITY .....ovvveieieieieiniees | e 230,444.750
262001 44 9|Drey Fndrs Discvry... . 1.03/31/2004 3,957.900
015570 20 3] Alger Midcap Growth... .. 1.03/31/2004 7,610.280 |....
U ettt nnsnnennsnnssnssnssnssnssnssnssnsensenns | ceneennennes L 02,887 | ceenee e XXX eiiiiiie | ieieer..649,126 | .....649126 | 0 ) 0 ) 0 0 0] 640126 ] 0] 53,761 ] 53761 ] 0 ]
6899999. Total - Common Stocks - Industrial & Miscellan€ous...........cooviiiriiiiiiiiinisicsnesicsnssnsssssessesssssesseesseesnnes | eonneenenens 102,887 | e XXX | een..649,126 | ... 649126 [ 0 |0 [ 0 0 [0 649126 f 0] 53,761 L 63,761 [ 0]
7299997. Total - Common StoCKS = Part 4........c.iiiiiiiiiiiiiiiisiiseis s eesssnsssnssssnssssnssssnssssnssssssssssssssnsessnseens | senseneerss [02,8870 | eovenee XXX eiiivnes | eiien..649,126 | ...........649126 |0 i 0 |0 0 |0 1649126 ] e 010 53,761 L5376 0
7299999. Total - Common Stocks L0 0649126 [0 ] L 53,761 | L 53,761 | 0]
7399999. Total - Preferred and Common Stocks.... ....702,887 .649,126 | ............649,126 . L0 0]........649,126 |. R | P XXX.... [.XXX...
7499999. Total - Bonds, Preferred and COmMMON SOCKS. ........cviuieiiiiiieiieiiciscs e | s 650,581,999 631,267,049 | ..... 630,183,538 L(376124) [ 0 | (376,124) 0] 629,807,627 .20,774,368 |.20,774,368 | 8,577,716 | ...... XXX.... [.XXX...

(a) For all common stock bearing the NAIC market indicator "U" provide: the number of such issues................ 0.



Statement as of March 31, 2004 of the BLUE CROSS BLUE SHIELD OF MICHIGAN

Sch. DB-Part A-Section 1
NONE

Sch. DB-Part B-Section 1
NONE

Sch. DB-Part C-Section 1
NONE

Sch. DB-Part D-Section 1
NONE

EO6, EO7



Statement as of March 31, 2004 of the

BLUE CROSS BLUE SHIELD OF MICHIGAN

SCHEDULE E - PART 1 - CASH

Month End Depository Balances
2 3 3

1 5 Book Balance at End of Each 9
Amount of Amount of Month During Current Quarter
Rate Interest Interest Accrued 6 7 8
of Received During|  at Current
Depository Code Interest | Current Quarter | Statement Date| First Month | Second Month| Third Month | *

Open Depositories

COMEIICA ..vovveeeceerereereescereeeeseeesesseenes Detroit, Michigan...................... ...(43,331,266) ...(34,025,069) [ .... 16,149,562 | XXX
Bank One.... .. Detroit, Michigan... ..|.-(38,614,066) | ...(32,528,454) | ...(31,576,905) XXX
Michigan National Bank.. ... Farmington Hills, Michig ..|....38,667,837 |....27,265,301 |....40,626,899 [XXX
First Independence......... .. Detroit, Michigan.............. |-(3,825,843).........195,437 |......... 329,123 [ XXX
Health One Credit Union. .. Detroit, Michigan... B [T (5,559)] ... reeeee(21,683) [ XXX
Northern Michigan Bank. .. Marquette, Michigan..... I 12110 | .o 12,110 | e 12,046 | XXX
First Wachovia Bank... .. Charlotte, North Carolina.. ..|....18,486,195 |......8,667,529 |...... 8,693,430 [XXX
Standard Federal Bank...........cccccocvrnnincnes Detroit, Michigan........... .]...(53,383,778) ...(78,803,072) | XXX
Federal Home Loan Bank of Indianapolis..... Indianapolis, Indiana..... B P 142,040 J13 ] 2,030,780 [ XXX
First Union Bank..........cocovvnninininnnn, Charlotte, North Carolina.. ..(72,412,502) ] ...(58,030,469) | ...(39,046,712) | XXX
0199999. Total Open DEPOSHONES. ........vvrevrirrererserserseeseeseescesseseeeens .(154,264,832) | .(132,553,357) ] ...(81,606,532) | XXX
0399999. Total Cash on Deposit.... .(154,264,832) | .(132,553,357) ] ...(81,606,532) | XXX
0499999. Cash in Company's OffiCe........coervercrrirrarnnnnsnensensessesnesnesnsenans [eeeXRKerer [oernee XXXKeer [eveenee XXX [enrenee XK | i 12215 [ .......... 12,079 [ .......... 11,715 [XXX
0599999. Total Cash. ..o i .(154,252,617) | .(132,541,278) ] ...(81,594,817) | XXX

EO8
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