
KELLY, HANNAFORD & BATTLES P.A.
ANTHONY R. BATFLES ATFORNEYS AT LAW

JULE M. HANNAFORD iv 2350 METROPOLITAN CENTRE

A. DAVID KELLY 333 SoumSEVENTH STREET

TIMOTHY J. ZELLMER MINNEAPOLIS, MINNESOTA 55402
TELEPHONE (612) 341-0881 WRITERS DIRECT DIAL NUMBER:

MARK D. MEYER FACSIMILE (612) 341-1041 (612) 341-0941
OF COUNSEL

February24, 1999

CertifiedMail#Z559625153 2520032905027

TopHat PlanExemption
PensionandWelfareBenefitsAdministration
RoomN-5644
U.S. Departmentof Labor
200ConstitutionAvenueN.W.
Washington,D.C. 20210

Re: Blue CrossandBlue Shieldof MinnesotaSpeciallyNegotiated
SupplementalRetirementPlan

DearSir/Madam:

In accordancewith Departmentof Laborregulationsection2520.104-23,you arehereby
advisedthat Blue Crossand Blue Shieldof Minnesotahasestablishedthe Blue CrossandBlue
ShieldofMinnesotaSpeciallyNegotiatedSupplementalRetirementPlan. ThePlanwasadoptedon
February19, 1999 and was establishedto providedeferredcompensationfor a selectgroup of
managementand highly compensatedemployees. The Specially Negotiated Supplemental
RetirementPlancurrentlycoverstwo employees.A copyof thePlandocumentis enclosed.The
employeridentificationnumberof Blue CrossandBlue Shieldof Minnesotais 41-0984460.The
addressfor Blue CrossandBlueShieldofMinnesotais 3535BlueCrossRoad,P.O.Box 64560, St.
Paul,Minnesota55164-0560.

If you haveany questionsregardingthis noticeand/orneedany further informationwith
respectto theSpeciallyNegotiatedSupplementalRetirementPlan,pleasecontacttheundersigned.

Verytruly yours,

Anthony IVBattles
ARB/das
enclosures
cc: DianePozdolski(w/o enclosure)

RogerKleppe(w/o enclosure)
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BLUE CROSSAND BLUE SHIELDOF MINNESOTA
SPECIALLYNEGOTIATED SUPPLEMENTALRETIREMENTPLAN

(As AdoptedEffective January1, 1998)

Article I

General

1.1 NameofPlan. Thenameoftheplanset forth hereinis Blue CrossandBlue Shield
of MinnesotaSpeciallyNegotiatedSupplementalRetirementPlan. It is sometimesreferredto
hereinasthePlan.

1.2 Company. TheCompanyis Blue CrossandBlue Shieldof Minnesotaand any
successoremployerthereto.

1.3 Purpose.ThePlanhasbeenestablishedto providecertainbenefitswhich caimotbe
providedby theBlue CrossandBlueShieldofMinnesotaPensionEquity Plan(thePensionEquity
Plan) and/ortheBlue CrossandBlue ShieldofMinnesotaEmployeeSavingsPlan(theSavings
Plan)becauseoflegal restrictionsundertheInternalRevenueCode(theCode) or becausethe
termsofthePensionEquityPlanorSavingsPlando not providefor thesebenefits. Theseadditional
benefitsmay be basedon grantsof additionalpast servicecredit, additional vestingserviceor
inclusionof certaincompensation,which arenotrecognizedunderthePensionEquity Planorthe
SavingsPlan.

1.4 Top HatPlan. By providingsuchbenefits,thePlanis intendedto beatop hatplan,
which is unfundedandmaintainedprimarily for thepurposeof providingdeferredcompensationfor
aselectgroupofmanagementorhighly compensationemployeesasdescribedin Sections201(2),
301(a)(3)and401(a)(1)ofthe EmploymentRetirementIncomeSecurityAct of 1974(ERISA).
Becausethe Plan providesdeferredcompensationfor a selectgroup of managementor highly
compensatedemployees,it is exemptfrom mostrequirementsofERISA.

1.5 Definitions. Unlessotherwisespecifiedherein,capitalizedtermsusedhereinshall
havethemeaningspecifiedin thePensionEquity PlanandtheSavingsPlanasamendedfrom time
to time.

1.6 ParticipatingEmployers. An employerthat is a ParticipatingEmployerunderthe
PensionEquity Planor theSavingsPlanis alsoaParticipatingEmployerunderthis Plan.



Article II

Benefits

2.1 Eligibility to ReceiveaBenefit. Upon aParticipantsTerminationofEmployment,
a benefitshallbepayableunderthis Planif benefitsunderthePensionEquityPlanor theSavings
Planarelimited asdescribedin Sec. 1.3. Eachemployeeor formeremployeeeligible to receivea
benefitunderthis Planis aParticipantin this Planif theCompanyhasagreedto provideadditional
benefitsoutsideof the PensionEquity Plan and SavingsPlan, as evidencedby an Individual
Agreement,describedin Sec.2.2.

2.2 Individual Agreements. Benefitsprovided by this Plan must be evidencedby
individual agreementsbetweentheCompanyandindividualswhoare,ormaybecome,eligible for
suchbenefits(Individual Agreements).Benefitsunderthe Plan will bepaid only to the extent
providedin an Individual Agreement.An IndividualAgreementmaybeattachedto this Planasan
appendix,but that is not requiredso long astheIndividual Agreementspecificallyreferencesthis
Plan. Any suchIndividual Agreementmayprovide for additionalbenefitsoverandabovethose
payableunderthisPlan.

2.3 Amount Payable. The benefit payable with respectto a Participantshall be
determinedandpaidasfollows:

(a) The SpeciallyNegotiatedSupplementalPensionpayableunderthis Plan
is a lump sum amount payable to the Participant,surviving spouseor
Beneficiaryin an amountequalto theamount,if any,by which (1) exceeds
(2):

(1) The lump sum amountwhich would havebeenpayableunderthe
PensionEquity Planand/orSavingsPlanif the limitationsreferredto
in Sec.1.3 did not applyandtakinginto accountthespecialtermsof
theParticipantsIndividual Agreement

(2) The lump sum amountactuallypayableunderthe PensionEquity
Planand/orSavingsPlan.

(b) TheSpeciallyNegotiatedSupplementalPensionshallbepaid to the
Participantin the form of a lump sum as soon as practicable
following the ParticipantsTerminationof Employment. If the
Participantdiesbeforereceivingthelump sumdistributionfrom this
Plan, theSpeciallyNegotiatedSupplementalPensionwill bepaid to
thesameindividuals andin thesamemannerasdeathbenefitsareto
bepaidunderthePensionEquity Planand/orthe SavingsPlan.

(c) If it is necessaryto useactuarialequivalentsto calculatetheportionof the
SpeciallyNegotiatedSupplementalPensionthat is basedon the Pension
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Equity Plan,theActuarial Equivalentfactorsusedin calculatingthe lump
sum amountwill be thesameasareusedfor that purposein the Pension
Equity Plan.

2.4 No Duplicationof Benefits. Benefitsunderthis Plan shall not duplicatebenefits
payableundertheBlue Crossand BlueShieldofMinnesotaSupplementalRetirementPlan,which
is an excessbenefit plan designedto provide benefitsin excessof the limitations underCode
sections415 and401(a)(17).This Planwill beadministeredandconstruedaccordingly.

Article III

AdministrativeandMiscellaneousProvisions

3.1 Administrationof Plan. The Plan shall be administeredby the Company. The
Companyhasdiscretionaryauthorityto construethetermsof thePlanandto makeall decisionsand
interpretationsincident thereto. The Companymay from time to time adoptsuchrules for the
administrationof thePlanasit deemsappropriate. Thedecisionof the Companyon any matter
affectingthePlanortherights andobligationsarisingunderthePlanis final andbindinguponall
persons.

3.2 No AssignmentofAlienation. No ParticipantorBeneficiaryshallhaveany right to
assign,pledge,transferorotherwisehypothecatethis Planorthepaymentshereunder,in wholeor
in part. Benefitsunderthis Planwill notbe subjectto execution,attachment,garnishmentorsimilar
process.

3.3 UnfundedPromiseto Pay. This Plan constitutesthe Companysunconditional
promiseto pay theamountswhich becomepayablepursuantto thetermshereof. A Participants
rights are solely thoseof an unsecuredcreditor. This Plan doesnot give any Participantor
Beneficiarya securityinterestin any specificassetsoftheCompany.

3.4 No ContractofEmployment. ThisAgreementshallnot beconstruedasa contract
of employmentanddoesnotrestricttherightoftheCompanyor any of its subsidiariesto discharge
theParticipantortheright of theParticipantto terminateemployment.

3.5 RulesofConstructionandApplicableLaw. Theprovisionsofthis Agreementshall
be construedand enforcedaccordingto the laws of Minnesotato the extentsuch laws arenot
preemptedby ERISA.

3.6 AgreementBindingon SuccessorsandAssigns. This Agreementshall be binding
uponandfor thebenefitofthesuccessorsandassignsoftheCompany,whetherby wayofmerger,
consolidation,operationofthe law, assignment,purchaseor otheracquisitionofsubstantiallyall of
the assetsor businessof the Company,and any suchsuccessoror assignshall absolutelyand
unconditionallyassumeall oftheCompanysobligationshereunder.
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3.7 Indemnification. In additionto anyotherapplicableprovisionsofindemnification,
theCompanyagreesto indemnify andholdharmless,to theextentpermittedby law, eachemployee
of the Company(collectivelyreferredto hereinasIndemnitee)againstany and all liabilities,
losses,costsorexpenses(including legalfees)ofwhatsoeverkind andnaturewhichmaybeimposed
on, reasonablyincurredby, orassertedagainstsuchpersonat anytime by reasonofsuchpersons
servicesin connectionwith thePlan,butonly if suchpersondid not actdishonestlyor in badfaith
or in willful violation of the law orregulationsunderwhich suchliability, loss, costor expense
arises. TheCompanyshallhavetheright,but not theobligation,to selectcounseland controlthe
defenseand settlementof any action againstthe Indemniteefor which the Indemniteemaybe
entitledto indemnificationunderthisprovision.

Article IV

AmendmentorTermination

4.1 Amendment.TheCompany,orapersonor personssoauthorizedby theCompany,
may amendthePlanfrom time to time.

4.2 Termination. TheCompany,by apersonorpersonssoauthorizedby theCompany,
mayterminatethePlanat anytime.

4.3 PreservationofBenefits. Notwithstandingany provisionsofSec.4.1 orSec.4.2 to
thecontrary,no amendmentorterminationofthePlanundersaidsectionsshallhavetheeffect of
reducinga Participantsaggregatebenefitunderthis PlanandthePensionEquity Planand/orthe
SavingsPlan to less than the amount which would have beenpayable if the amendmentor
terminationhadnot occurred,saidamountto bebasedsolelyoncompensationandserviceprior to
theeffectivedateof theamendmentortermination.

IN WITNESSWHEREOF, BLUE CROSSAND BLUE SHIELD OFMINNESOTA has
causedthis instrumentto beadoptedby its Vice PresidentHumanResources,Quality Management,
andStrategicDevelopment.

BLUE CROSSAND BLUE SHIELD OF
MINNESOTA

Date By_________________

F:\ECBS\SUP1RET.AMD
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AGREEMENT TO PROVIDE ADDITIONAL
RETIREMENT BENEFITS UNDER SPECIALLy

NEGOTIATED SUPPLEMENTAL RETIREMENT PLAN

Pursuantto this Agreement,Blue CrossBlue Shield of Minnesota(the Company)
herebyagreesto provide, DouglasJ. Hiza (Executive)with certainbenefitsunder theBlue
Cross Blue Shieldof MinnesotaSpeciallyNegotiatedSupplementalRetirementPlan,asfollows:

WHEREAS,the Companywishesto obtaintheservicesof Executive;and

WHEREAS, the Company wishes to provide Executive with additional retirement
benefitsthat cannotbe legallyprovidedunderthe Blue CrossBlue Shieldof MinnesotaPension
Equity Plan (the PensionEquity Plan), and/or the Blue Cross Blue Shield of Minnesota
EmployeeSavingsPlan (the Savings Plan) due to the legal restrictionsunder the Internal
RevenueCodeor becausethetermsofthePensionEquity Planor SavingsPlando notrecognize
certainpastserviceor certain compensation.

WFIEREAS, thesesupplemental benefits will be provided through the Blue Cross Blue
ShieldofMinnesotaSpecially NegotiatedSupplementalRetirementPlan.

NOW, TFIEREFORE,the Company hereby agreesto provide the additional retirement
benefitsunder the Specially NegotiatedSupplementalRetirement Plan basedon the following:

• Your service with First Plan, retroactive to July 1, 1977, is recognizedfor vesting and
creditedservicefor purposesofthe additional benefit that will be calculatedusing the benefit
formula under thePensionEquity Plan.

• You aretreated asvestedunder the SavingsPlan.

All of the items listed abovewill be used to calculate the additionalamountpayable to
Executive under this Plan and will not increasethe amountspayable under the PensionEquity
Plan or the SavingsPlan.

~NWITNESSWHERE OF, the undersignedhashereu�osethis hand this /9 day of
___________ 1999.

Ro~/le~Pi7
Vi e resident, HumanResources

M:\hnnfo~ADDBENFTAGR.D~X



AGREEMENT TO PROVIDE ADDITIONAL
RETIREMENT BENEFITS UNDER SPECIALLY

NEGOTIATED SUPPLEMENTAL RETIREMENT PLAN

Pursuantto this Agreement, Blue Cross Blue Shield of Minnesota (the Company)
hereby agreesto provide, DouglasJ. Hiza (Executive) with certain benefits under the Blue
Cross Blue Shield ofMinnesota SpeciallyNegotiatedSupplementalRetirementPlan, as follows:

WHEREAS, the Company wishesto obtain the servicesof Executive; and

WHEREAS, the Company wishes to provide Executive with additional retirement
benefits that cannot be legally provided under the Blue Cross Blue Shield of Minnesota Pension
Equity Plan (the Pension Equity Plan), and/or the Blue Cross Blue Shield of Minnesota
Employee Savings Plan (the Savings Plan) due to the legal restrictions under the Internal
RevenueCodeor becausethe terms ofthe PensionEquity Plan or SavingsPlan do not recognize
certain past serviceor certain compensation.

WHEREAS, thesesupplementalbenefits will be provided throughthe Blue Cross Blue
Shield ofMinnesotaSpecially NegotiatedSupplementalRetirementPlan.

NOW, THEREFORE,the Company hereby agreesto provide the additional retirement
benefitsunder the SpeciallyNegotiatedSupplementalRetirementPlan basedon thefollowing:

• Your service with First Plan, retroactive to July 1, 1977, is recognized for vesting and
credited servicefor purposes oftheadditional benefit that will be calculatedusing the benefit
formula under thePensionEquity Plan.

• You aretreated asvestedunder the SavingsPlan.

All of the items listed above will be usedto calculate the additional amountpayable to
Executive under this Plan and will not increasethe amountspayable under the Pension Equity
Plan or the SavingsPlan.

~NWITNESSWHEREOF, the undersignedhashereunto sethis hand this /9 day of
__________ 1999.

Ro~ér)Uepp/
Vi~ePresident,HumanResources
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