blue

Dear Valued Producer:

@ of california

Thank for your interest in becoming an authorized Blue Shield of California and Blue
Shield of Cdlifornia Life & Health Insurance Company producer. Blue Shield is committed
to developing innovative products, tools and resources to help our producers get ahead
and stay ahead. As a producer, you'll decide how far you want to go. And we'll be there

1o help you along the way.’

As a Blue Shield producer you'll get
o Competitive commission rates
e Access to an extensive portfolio of healthcare products that appeal to a variety

of consumers

+ Exclusive marketing and advertising support programs to help you grow your

business

e State-of-the-art selling tools, support and service

Please submit the following required documents:

Jtem

Producer Agreement

Directions and requirements
Sign, date and return one copy of the entire Producer
Agreement.

Cdlifornia Life Agent
License

Make a copy of your current California Life Agent License.

The expiration date must be more than 30 days from the date
your paperwork is received by Blue Shield. The agent or
company applying must be noted on the Cdlifornia Life Agent
License. ) -

Errors & Omissions
(E&O) Insurance

Make a copy of your E&QO insurance certificate. The
certificate must show a minimum specific and aggregate
amount of $1,000,000 each.  The insurance policy must be
valid atf the time the paperwork is submitted. Also, the cdgent or
company applying must be noted on the certificate.  Note: If
you are applying for E&O insurance through MGA insurance
Services please include a copy of your MGA application. For
more information, go to hitp://www.bcs-eo.com/cabs

Individual and Family
Plan Commission
Schedule Selection
Form

Complete and return if you are choosing a different commission
schedule other than the default schedule A

New business form

Please complete and return.

Biue Shield of Culifornia Life & Hedlth Insurance Company

50 8eale Street, San Francisco, CA 94105

bluashieldca.com

An Independsnt Licensee of the Blue Shisid Association



blue @ of california

Return required documents to:

Blue Shield of Cdlifornia

P O Box 2630

Lodi, CA 95241-2630

Aftention: Producer Appointments

If you are submitting your Blue Shield Producer Agreement and other documents along
with a client's application for health care coverage, please make sure that you include
your Tax ID number on any IFP, Medicare Supplement, short-term heailth insurance or

master group applications submitted.

If you have any questions or need additional information, please contact
Producer Services at (800) 559-5905. We're ready to serve you.

Again, thank you for your interest in becoming a producer with Blue Shield. We look
forward to a rewarding relationship with you.

Sincerely,
Paul Markovich Brent Hitchings
Chief Executive, Vice President Producer Sales
Commercial Business Individual, Smail group &

Government Business Unit
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Again, thank you for your interest in becoming a producer with Blue Shield. We look
forward to a rewarding relationship with you.

Sincerely,
Paul Markovich Brent Hitchings
Chief Executive, Vice President Producer Sales
Commercial Business Individual, Smail group &

Government Business Unit



Blue Shield of Callfornia and

Blue Shield of Califarnia Life & Haalth Insurance Coampany
Producer Agreement

This Producer Agreement ("Agreement”) is made by and between the following parties:

1)

["F’I‘Oducer," "VOU." "YOUF"]

(Insert praducer's name)

and

2) California Physicians’ Service, d/b/a Blue Shield of California (“BSC"), {“Blue Shield," "us,” “we." "our”) for
and on behalf of itself and its affliates and subsidiaries including but not limited to Blue Shield of California Life
& Health Insurance Company ("Blue Shield Life"} (collectively "Blue Shield").

For good and valuable consideration, the sufficlency of which both parties hereby acknowledge, the parties
agree as follows:

ARTICLE 1: OBLIGATIONS OF PRODUCER

You agree to perform and fuifill the following services and meet the following reguirements:

1.1

1.2

1.3

1.4

Blue Shield Health Service Conlracts: Subject to the terms and conditions of this Agreement, you are
outharized on a non-exclusive basis, to solicit and submit applications for healthcare service plan
contracts and life and/or health insurance policies (collectively, "Contracts”) for our Blue Shield products.

Application of Agreement: This Agreement shall apply to you and your principals, partners and investors,
employees, staff, or any other person who saolicits or otherwise assists you in soliciting Blue Shield
Contracts. You agree fo be solely responsible far your associates {including but not limited to those
persons who are employed by or have a contract with you fo sclicit applications on your behalf) under
this Agreemeni and for their compensation, fraining, supplies and correspondence. You agree to ensure
your associates’ adherence to all applicable terms of this Agreement, including but not limited to the
requirements regarding E&Q liabiiity insurance (s set forth below), icensure, soliciting, and advertising,
You hereby represent and warrant that all your associates are licensed with all applicable State, Federal
or other governmenial ogencies as required by law, and will, upon request, provide us with appropriate
documentation tg verify your complionce with this Section 1.2,

Producer Expertlse: You agres to maintain sufiicient knowledge of the following to perform competently
your abligations under this Agreement:

a. Blue Shield Caontracts, products, and services;

b. Blue Shield's applicable rules, practices, policies, and procedures, including but not limited to,
Blue Shield Code of Business Conduct, underwriting guidelines and the completion and submission
of Contract applications. Blue Shield agrees that we shall inform you of such rules, practices, policies,
and procedures, which may be amended from time to time in our sole discretion; and

c. Alllaws, rules and regulations set forth in Section 1.7 below,

submission of Applications: You ogree to use your best efforts fo ensure that each application is fully
ond hruthfully completed by the applicant, and the application fully and accurately discloses the
circumstances, including the heolth and relationship fo applicant. of persons for whom coverage Is
scught. This Section 1.4 applies to all Contracts for which you are the Producer of Record as of the date

the application is submitted to Blue Shield,



1.5

1.6

1.7

1.8

1.9

1.10

1.1

Licenses: You represent and warrant that you hold a current license as an insurance agent specifically to
transact Life and Disability insurance from the California Department of Insurance and will provi

i ) OV
of such license 1o Blue Shield upon request. You agree to notify us promptly if the Co(ifomi<:1%epgr%hr”swe(?\?Y
of msyrcnce, or any other governmental entity, institutes any disciplinary proceedings against you or
your license. You acknowledge and agree that Blue Shield Life shall appoint you as an agent of
Blue Shield Life, in accordance with the requirements of the California Insurance Code.

Independent Contractor Relationship: You acknowledge and agree that, in soliciting applications for
and servicing Contracts, you are an independent contractor. No employer-employee relationship,
employee rights, or employee benefits are created by or included in this Agreement.

Law: You agree to comply with all applicable provisions of the Cdlifornia Insurance Code, the Knox-
Keene Health Care Service Plan Act of 1975 {Cdlifornia Health and Safety Code section 1340, et seq.),
the federal Health Insurance Portability and Accountability Act of 1996 (HIPPA), regulations promulgated
by the Centers for Medicare and Medicaid, and the rules and regulations adopted thereunder, and alf
other applicable state, federal, and local laws and regulations each as may be amended from time fo
time, in carrying out this Agreement. You agree to file the reports required by law and pay any taxes or
fees that may be charged on commissions and bonuses paid fo you by Blue Shield. This Section 1.7 shall
survive fermination of this Agreement for any reason.

Equal Sales Opportunity: You agree not to discriminate against Blue Shield when soliciting or offering
other plans or coverage of a similar nature. You will use your best efforts to solicit and submit applications
for Blue Shield contracts from qualified clients whenever possible.

Services: You agree fo perform the following services, as appropriate, when a clienf meets Blue Shield’s
underwriting guideiines:

a. Contact the client and fully and fairly explain all applicable Blue Shield Contracts;

b. If the client is interested, you will have the client complete a Blue Shield Contract application, and
will explain to the client that submitting an application does not bind Blue Shield, and that only we
may approve the application and issue a Contract to the applicant;

c. Provide the client with the appropriate disclosures and rate proposal(s), clearly explaining that only
Riue Shield can negotiate changes in rates, terms, or conditions of coverage:

d. Assist Blue Shield in negotiations when we request your assistance;
e. Make no commitments on Blue Shield’s behalf that have not been fully approved in writing by us;

f. Direct Blue Shield-approved clients to send all dues/premiums in accordance with our billing
statement procedure and to the mailing address we specify; and

g. Assist us in resolving any problems that arise with the client.

Dues and Premium Checks: You agree that you and your associates are prohibited from receiving funds
on our behalf, with the exception that you may receive funds in the form of checks payable to us if

you forward the check to.us no later than the close of business of the next business day. Commingling

of funds is absolutely prohibited. If you receive funds on our behalf, you agree to (1) deposit such

funds, within one business day of your receipt of the funds, in a trust account in a state or federal bank
authorized to do business in California and insured by an appropriate federal insuring agency; (2) at all
times segregate such funds from your and your associates’ assets; and {3} transmit such funds to us within
five (5) business days of your receipt of the funds. Should you or your associates maintain an account
with a financial institution for funds of yours, your clients or ours; that account must be in your or our

name and under your or our control.

Books and Records:

a. You agree to keep and maintain your books of account and other records on a current basis,
including but not limited to, records of all fransactions regarding applications for Contracts. You
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agree to keep a current list of the names and addresses of your principals, partners, and investors,
as well as all your employees, staff, or other persons who themselves solicit or otherwise assist you in
soliciting Blue Shield Contracts. You agree fo preserve these books of account and other records,
including all applications, for the longer of seven (7] years or the term of the Contract holder’s
coverage, keeping on file the most recent two (2) years’ books of account and records in an easily
accessible place at your offices. After two (2) years, these books of account and other records may
be warehoused, stored or microfilmed as long as they are available to the California Department
of Managed Health Care, the California Department of Insurance, and/or Blue Shield within five (5)
days after they are requested.

b. You acknowledge that these books of account and other records may not be removed from
California without the consent of the California Department of Managed Health Care and/or the
California Department of Insurance and/or Blue Shield.

c. You agree to make your infernal practices, books, and records relating fo your use and disclosure
of the Personal and Health Information you create, receive, maintain or fransmit on behalf of
Blue Shield, available to us and/orto the U.S. Depariment of Health and Human Services to
determine Blue Shield’s compliance with the HIPAA Regulations or your compliance with this
Agreement for, at minimum, the periods and in the manner outlined in Section 1.11{a) above.

This Section 1.11 shall survive termination of this Agreement for any reason.

1.12 Advertising and Marketing Materiais:

You agree that you shall comply with aill Blue Shield rules and guidelines regarding advertising and
written materials (“Advertising Guidelines”), as they may be amended from time to time in our sole
discretion. Such rules and guidelines are incorporated into this Agreement by this reference.

a. You agree to accept all sales and marketing-related communications from Blue Shield, whether
delivered by mail, facsimile, or electronic mail.

b. You may add only your business name, personal name, business address, license number
(if required), telephone number, fax number, business Web site address and business e-mail address
to any advertising copy provided to you by Blue Shield. No other additions or changes to copy or
layout are permissible without prior written approval from the Blue Shield Marketing Department. If
you fail to comply with this paragraph, we may immediately terminate this Agreement.

c. You agree that you may only use advertising materials supplied by us, or approved in writing by
Us prior to your use. You may submit proposed advertising materials for approval through your
Blue Shield sales representative.

d. You agree to abide by Blue Shield Advertising Guidelines for telephone and Web/internet advertising
as issued by us electronically or otherwise, and as may be revised from time to time in our sole
discretion. Your failure to abide by the Advertising guidelines shall be considered a breach of this
Agreement. Your failure to cure any such breach within fifteen (15) business days shall give Blue Shield
the right to take appropriate action with respect to such breach.

e. You may not permit Blue Shield advertising to be used for any other purpose, or by any person other
than you.

f. Except as permitted by this Agreement, you may not state orimply that you are owned, controlled
by, or otherwise affiliated with Blue Shield. You acknowledge and agree that any advertisement
materials referencing Blue Shield, as well as any other tangible forms of Blue Shield's advertising and
marketing materials, remain the sole property of Blue Shield, and may only be used as authorized by
Us. You agree to return such forms and materials immediately to Blue Shield upon our request.

g. You agree that you shall not use Blue Shield’s name, logo, service marks, domain names, symbols,
or any other name or mark of Blue Shield without our written consent, other than in providing the
services under this Agreement. You may not use Blue Shield as a reference or this Agreement as an
endorsement of your work without our written consent. The parties will cooperate to create any and
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all oppropricn‘e public, promofionci announcements or press releases relating fo the reioﬂonsh;p set
forth in this Agreement. Neither party shall make any public announcement regarding the avistanen

or content of this Agreement without the other party’s prior written approvai and consent.

1.13 E&O Liability insurance: While this Agreement is in effect, you agree to maintain errors and omissions
(“E&QO"} liability insurance, with a liability insurance carrier admitted in California, of at least $1,000,000
per claim and $1,000,000 aggregate coverage. This insurance must specifically cover your activities
under this Agreement. You agree to submit proof of your E&O liability insurance coverage to Blue Shield
upon execution of this Agreement, and upon our request thereafter. You agree to make all reasonable
efforts, consistent with the advice of your counsel and the requirements of your E&O liability insurance
carrier, o coordinate the defense of all claims in which we are named as a defendant or could possibly
be named. This Section 1.13 shall survive termination of this Agreement for any reason.

1.14 Indemnification:

a. You agree o indemnify and hold us harmless from any and all liability, losses, costs, damages
or expenses, including reasonable attorney's fees, arising out of or relating to: (i) any breach or
failure by you or your associates fo comply with the terms and conditions of this Agreement and
all applicable laws; (i) any dispute between you and your associates, or between you or your
associates and a client, member, subscriber, or contract holder with Blue Shield, arising out of or
relating to you and/or your associates’ acts, errors or omissions; or (i) any act or incident of fraud,
malpractice; negligence; misrepresentation, defamation, or infentionai misconduct caused or
alleged to have been caused by you or your associates.

b. We agree to indemnify and hold you harmless from any and all liability, losses, costs, damages, or
expenses, including reasonable attorney’s fees, arising out of or relating to our breach or failure to
comply with the terms and conditions of this Agreement or the Knox-Keene Health Care Service
Plan Act of 1975, as amended, and the rules and regulations related fo it. We do not assume any
responsibility to defend you against your acts, efrors, or omissions.

ARTICLE lI: COMMISSIONS AND RIGHTS RESERVED TO BLUE SHIELD

2.1 Commissions: We shall pay fo you first-year commissions {“Initial Commissions”) and thereafter,
renewal year commissions (“Renewal Commissions”) on dues/premiums for Contracts received and
allocated by Blue Shield and subject to the applicable “Schedule of Commissions” in place at time
of original date of Contracts. The “Schedule of Commissions” available on Producer Connection at
www.blueshieldca.com/producer is applicable to Confracts entered into on and after the Effective Date
of this Agreement. Blue Shield will provide you with an updated “Schedule of Commissions” whenever
changes occur by posting such changes to Producer Connection. Changes
we make to the "Schedule of Commissions” will only apply to Contracts with effective dates of coverage
falling on or after the date the “Schedule of Commissions” was amended. However, you understand and
agree that no commissions will be paid for Individual Conversion Plan Coniracts.

2.2 Payment of Commissions:

a. Blue Shield will pay to you compensation due under this Agreement within thirty {30) days following
the end of each calendar month.-You acknowledge and agree that we have the right to offset any
commissions to which you are entitled by the amount of any funds under your control, which belong
to us, or by the amount of any other debt(s) you owe us. You grant us a lien on all commissions due
under this Agreement to secure all funds under your control, which belong to us, or to secure any

other debt(s) you owe us.

b. Commissions will be paid pursuant to the terms and conditions of this Agreement, and our policies
and procedures relating to such commissions. We will be under no obligation to reimburse you for
other costs, fees, or expenses unless expressly approved by us in advance, in writing.

c. We may, in our sole discretion, designate an ogem‘ to process and issue your commission payments
on our behalf. Such designation may be revoked or changed by us from time to time. We will give

you at least thirty (30} days, prior written nofice of any such change.



2.3

2.4

2.5

2.6

2.7

Change in Producer of Record: You shall advise any Contract holders that any change in the “Producer
of Record” designation must be made in writing using either the Rlue Shield "Pioducer of Racord .
Change” form or by providing Blue Shield with a written request on the Contract holder's letterhead
sighed by the Contract holder’s authorized representative, which identifies the name, address and, if
known, tax identification number of the new Producer of Record. Upon receiving the written request,
we will notify the Contract holder's current Producer. For all Contract holders, Blue Shield will honor

the Contract holder's written request on the first day of the month following Blue Shield's receipt of

the request, unless another future date is specified in the letter. The new Producer will be the Contract
holder's designated Producer of Record.

Renewal Commissions For Individual Family Plan and Medicare Supplement Plans (“IFP Contracts”™):
Notwithstanding Section 2.1 above and for IFP Contracts only, if Blue Shield receives a request fo change
the Producer of Record during the first year of a Coniract, Blue Shield will continue fo pay the Initial
Commission to the Producer who solicited and submitted the application to Blue Shield {the “Writfing
Producer”) for the durction of the first year of the Contract. Thereafter (and for written requests to
change the Producer of Record received affer the Confract’s first year), Blue Shield will pay the Writing
Producer 70 percent of the Renewal Commission that Producer would have been entitled to had the
Writing Producer remained the Producer of Record. Blue Shield will pay the new Producer of Record (the
“Servicing Producer”) the remaining 30 percent of the Renewal Commission. The Servicing Producer

will be the IFP Contract holder’s designated Producer of Record with all the other rights and obligations

thereunder.

Commission Assignment Rights:

a. You may assign your right to commissions under this Agreementi to another Blue Shield Producer
(Assighee) subject to our prior written consent, which consent will not be unreasonably withheld. You
shall provide at least thirty (30) days, prior written notice of the assignment. We will pay the Assignee
the commissions we would have paid to you absent the assignment of the Contracts.

b. The Assignee will be the Coniract holder’s Producer of Record with all the otherrights and
obligations thereunder.

Commissions upon Retirement; Upon Death:

a. Commissions Upon Retirement. This Agreement terminates upon your retirement. Upon refirement,
you shall give us written notice of your retirement date and the effective date of such termination
shall be the date of retirement set forth in your notice of retirement to Blue Shield. Blue Shield
shiall pay you 100% of Renewal Commission if you continue fo fulfill your obligations under Sections
1.5 [Licenses) and 1.13 (E&O Liability Insurance) and continue to serve as the Producer of Record
pursuant to Section 2.3, even though you are retfired. If you do not continue to fulfill your obligations
under Section 1.5, 1.13 or no longer serve as Producer of Record, our payment of Renewal
Commissions to you will be reduced to 70% of the Renewal Commission. This Section 2.6(a) does
not apply to Contracts written for employer groups.

b. Commissions Upon Death. If you die and your "book” of Contracts passes to a beneficiary,
your beneficiary must notify us in writing, including documentation verifying that they are your
beneficiary. If your beneficiary is a licensed and appointed Blue Shield producer, we will pay that
producer as if you had assigned your "book™ of Contracts to him or her. If not, we will pay your
beneficiary 70 percent of the Renewal Commission. You acknowledge and agree, and upon
designation of your beneficiary shall ensure that your beneficiary acknowledges and agrees, that:
(1) your beneficiary may not subsequently sell, assign, or otherwise transfer any rights to commissions
upon your death; and (2} any right to such commissions, and our obligation to pay such commissions
upon your death, will immediately and automatically terminate upon the death of your beneficiary.
This Section 2.4{b} does not apply to Contracts written for employer groups.

Loss of Commissions: You acknowledge and agree that our payment of any commissions to you will
terminate immediately if any of the following events occur:

a. You fail to immediately remit to Blue Shield any funds received on our behalf;



2.8

b. You shall at any time (after termination of this Agreement) be indebted to Blue Shield for more than
sixty (60) calendar days;

c. You purport to act, or represent that you are entitled fo act in any way on behalf of Blue Shield;

d. Yourlicense expires, lapses, or is terminated, or the California Department of Insurance takes any
disciplinary action against your license;

e. You commit an act of fraud, dishonesty, or moral turpifude, or breach any ﬁduciary duty; or

f.  You dc anything that would have been a breach of the Agreement during the term of the
Agreement.

In addition, you acknowledge and agree that in the event of any of the foregoing. we may immediately
terminate this Agreement.

Biue Shield's Authority and Rights Regarding Contracts: You agree that Blue Shield retains all rights and
obligations contained within the Blue Shield Contracts issued to your clients, and that you will take no
action that interferes with or limits those rights and obligations. You acknowledge and ogree that only
Blue Shield has the authority to:

- o "Approve Blue Shieldpian appilications and issue healthservice contracts;s =—  —¢ -
+ Change the dues, condifions or ferms of any application, Blue Shield health service contract, or

any document issued by us;
< Waive or change the terms or conditions regarding application, eligibility, enroliment, coverage

or benefits; and ;
« Accept applicants. We reserve the right to reiect any application submitted.

This Section 2.8 shall survive fermination of this Agreement for any reason.

ARTICLE Iil: BUSINESS ASSOCIATE OBLIGATIONS

In accordgnce with Blue Shield's obligations as a Covered Entity under HIPPA and its implementing privacy
and security regulations {*HIPAA Privacy and Security Regulations”); the Cal. Civil Code § 56 ef seq., Cal. Civil
Code § 1798.80 et seq. and Cal. Ins. Code § 791 ef seq., and other applicable federal and state laws related
o privacy and security of Personal and Hedalth Information, as each may be amended from time to time,
you and your associates, as a Business Associate (as defined in HIPAA) of Blue Shield shall be subject to and
comply with the following terms:

3.1

3.2

Privacy of Personal and Health information: “Personal and Health Information” or "PHI” means, in
electronic or physical form, either medical information or individually identifiable information. “Medical
information” is any information in possession of, obtained, or derived from a physician or other provider
of health care, a healthcare service plan, or insurer regarding an individual's medical history, mental

or physical condition, or freatment. individually identifiable information is that which contains any
element of personal identifying infermation sufficient to allow identification of the individual, such as the
individual's name, address, electronic mail address, felephone number, or Social Security number, or
other information, alone or in combination with other publicly available information, which reveals the

individual's identity.

Permitted Uses and Disclosures: You are permitted or required to use or disclose the minimum necessary

PHI you create, receive, maintain, or transmit on behalf of Blue Shield only (i} in order to provide those

services set forth in this Agreement; or (i}, as necessary in order to perform your obligations under the
Agreement, for your proper management and administrafion, or to carry out your legal responsibilities. If
you disclose such PHI to an associate, agent, a subcontractor, or other third party, then you shall obtain
reasonable written assurances from the associate, agent, subcontractor or other third party to which
you disclose such PHI that the associate, agent, subconiractor or other third party agrees fo implement
reasonable and appropriate safeguards and shall: {i} hold such PHIin confidence and use or further
disclose it only for the purpose for which you disclosed it to the associate, agent, subcontractor, or other
third party or as required by law; and (i} notify you {and you shall in turn promptly notify Blue Shield) of
any instance in which the associate, agent, subcontractor or other third party becomes aware that the

confidentiality of such PHI was breached.
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3.3

3.4

3.5

3.6

3.7

3.8

3.9

Prohibition on Unauthorized Use or Disclosure: You will neither use nor disclose PHI you create, receive,

maintain, or tfransmit on behalf of Blue Shield, except as permitted of required by this Agraamant ae
required by law, or as otherwise permitted in writing by Blue Shield. '

Regulatory Amendments: You shall comply with all applicable state laws and federal laws not preempted
by the HIPAA Privacy and Security Regulations. Any amendments to HIPAA and other federal and state
privacy or security laws shall be automatically included in this Agreement such that this Agreement
remains in compliance with such amendments.

Information Safeguards: You shall develop, implement, maintain and use appropriate administrative,
technical, and physical safeguards, in compliance with applicable state and federal laws, to preserve
the integrity, confidentiality, and availability of, and to prevent unauthorized use or disclosure of, PHI
created, received, maintained, or fransmitted on behalf of Blue Shield. You shall document and keep
such safeguards current and, upon Blue Shield's reasonable request, shall provide Blue Shield with a
copy of policies and procedures related o such safeguards.

PHI Access, Amendment, and Disclosures: You shall, upon Blue Shield’s reasonable request, permit within
ten (10) business days of receipt of request by an individual (or the individual's personal representative)
to inspect and obtain copies of any PHI about the individual which you created, received, maintained,
or transmitted on behalf of Blue Shield and that is in your custody or control. You shall, upon receipt

of notice from Blue Shield, promptly amend or permit Blue Shield access fo amend any portion of an

“individual's PHIwhich you created, received,-maintained, or fransmitted-en-behalf-of Blue Shield and - -

that is in your custody or conirol. You shall also document each disclosure you make of an individual's
PHI fo a third party. For purposes of this Section, “disclosure” includes: (i) any legal disclosure; (i) any
illegal, inadvertent, wrongful, or negligent disclosure; and (iii) any instance in which access to an
individual’s PHI was provided to a third party.

Disclosure Reporting: You shali report any illegal, inadvertent, or wrongful disclosure of PHI, including
any Security incidents as defined herein, not permitted by this Agreement, or made in violation of the
HIPAA Privacy and Security Regulations or applicable state law, to the Blue Shield Privacy Official within
twenty-four (24) hours after you or your associates learn of such non-permitted use, disclosure or Security
Incident. A “Security Incident” means the aftempted or successful unauthorized access, use, disclosure,
modification, or destruction of information or interference with system operations of an information
system. Upon termination of this Agreement, you shall provide to Blue Shield one final report of any and
all disclosures made of all individuals' PHI. Additionally, upon request, you shall forward to Blue Shield a
report of all disclosures you have made of PHI. All disclosure reports shall be in writing and shall include
the affected individual's name, the person to whom the PHI was disclosed, what was disclosed, why the
information was disclosed, and the date of such disclosure.

Designated Record Set Mainiained For Covered Entity: For purposes of this Agreement, "Designated
Record Set” means a group of records maintained by or for Blue Shield comprising the enrollment,
payment, claims adjudication, and case or medical management record systems maintained by or

for Blue Shield, or used, in whole or in part, by or for Biue Shield to make decisions about individuals. For
purposes of this Section, the term “record” includes any item, collection, or grouping of information that
contains PHI, and is maintained, collected, used, or disseminated by orfor Blue Shield. Producer agrees
that all PHI created, received, maintained, or transmitted on behalf of Blue Shield shall be included in
an individual’s Designated Record Set. You shall maintain such Designated Record Set with respect to
services provided to an individual under this Agreement, and shall allow such individual to access the
Designafed Record Set as provided in the HIPAA Privacy and Security Regulations.

Breach of Privacy Obligations: In furtherance of your obligation under Section 3.7 above, you shall
report to Blue Shield any Security Incident, or other use, access or disclosure of PHI nof permitted

by this Agreement. Your report shall contain, at a minimum, {i) the nature of the non-permitted or
violating use, access, disclosure or Security Incident; (i) the PHl used or disclosed, or subject fo the
Security Incident; {iii} the name of the person who madde the non-permitted or violating use, disclosure
or Security Incident, or received the non-permitted or violating disclosure; (iv) the corrective actions
you took or shall take to prevent further non-permitted or violating uses, access, disclosures or Security
Incidents; {v) the actions you took or shall take to mitigate any deleterious effect of the non-permitted
or violating use, disclosure, access or Security Incident; and (vi), any such other information, including

written report, as Blue Shield may reascnably request.

7



3.10 Compliance with Blue Shield’s Confidentiality/Privacy Policies: Producer shall comply with Blue Shield’s

Confidentiality/Privacy Policies, including the Notice of Confidentiality and Privacy Practices pottad snlina
at the Producer Connection section of www. biuesh:eldca com.

3.11 Minimum Necessary: You, in your performance of the functions, activities, services, and operations
specified in this Agreement, shall make reasonable efforts fo use, to diselsse, and to request only the
minimum amount of Blue Shield’s PHI reasonably necessary to accomplish the intended purpose of the
use, disclosure or request, except that you will not be obligated to comply with this minimum necessary
limitations with respect to those excephons specified in 45 C.F.R. § 164.502 {b){2}.

3.12 Conhnumg Privacy Obligation: Your obligation to protect the privacy of the PHI, including all copies of
and any datfa or compilations derived from, and allowing identification of any individual who is a subject
of the PHI, you create, receive, maintain, or tfransmit on behalf of Blue Shield shall be conhnuous and
survive termination for any reason of this Agreement.

ARTICLE 1V: TERM; TERMINATION; EFFECT OF TERMINATION

4.1 Term: This Agreement replaces all other written or oral agreements and shall be effective on the last
date a party executes this Agreement, and shall continue thereafter until terminated in accordance
with this Agreement. Commission rates to which you are entitled for Blue Shield health service contracts
issued Under prior executed Agem‘ 5 Agreemem‘s and “Schedules of Commissions” will not Chonge

- o T st ~

4.2 Termination Without Cause: Either party may terminate fms Agreemem wn‘hou’r cause at any time
by giving thirty (30) days, prior written notice to the other party. Upon termination, you will no longer
be authorized to solicit applicaticns for Blue Shield Contracts. The effective date of the termination
shall be the first day of the month following the 30-day notice period unless said notice specifies
a later date. If this Agreement is terminated without cause pursuant to this Section 4.2, we shall
continue paying commissions to you following such termination subject to the terms and conditions
contained in Section 2 above.

4.3 Termination For Cause:

a. We may terminate this Agreement immediately upon written notice to you at any time for your
breach of this Agreement (including any amendments or addendum thereto), commit any act of
fraud or dishonesty, or breach of any fiduciary duty arising from or relating to this Agreement. The
right o terminate this Agreement for cause shall be cumulative with all other remedies available
to Blue Shield by law or in equity.

b. We may terminate this Agreement immediately upon written notice to you for your failure to comply
with any applicable rules and regulations of the BlueCross BlueShield Association; U.S. Department of
Labor, the Cailifornia Department of Managed Health Care, the California Department of Insurance
or other entity, or governmental body which regulates Blue Shield.

c. Either party may ferminate this Agreement immediately should the other party voluntarily file a
petition in or for bankruptcy, reorganization or an arrangement with creditors; make a general
assignment for the benefit of creditors; be adjudged bankrupt; be unable to pay debfs as they
become due; have a trustee, receiver, or other custodian appointed on its behalf; or should any
other dissolution or liquidation proceeding be commenced against it.

d. Asrequired by the HIPAA Privacy and Security Regulations, we may, in addition to other available
remedies, terminate this Agreement if you have breached any provision(s) of Article Il and have
failled to cure or take any actions fo cure such breach within five (5) calendar days of our informing
you of such material breach. We shall exercise this right to terminate the Agreement by providing you
written notice of termination, which fermination shall include the reason for the fermination. Any such
termination shall be effective immediately or at such other date specified in our notice of termination.

e. Upon termination of this Agreement for any reason, Producer shall destroy all PHI, including all
copies, compilations, data, or other materials derived from PHI and allowing identification of any
individual who is the subject of the PHI, in whatever form or media, that you created or received
for or from Blue Shield. If it is not feasible to destroy such PHI, and upon Blue Shield's request, you
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4.4

shall return to Blue Shield all PHIincluding all copies of and any data or compilations derived from
and allowing identification of any individual who is @ subject of the PHI. You shall complete sueh
destruction or return as promptly as possible, but not later than thirty (30) calendar days after the
effective date of the termination of the Agreement.

A failure to terminate for cause shall not be a waiver of the right to do so with respect to a future breach.
If this Agreement is terminated with cause pursuant to this Section 4.3, we shall discontinue paying
commissions to you following such termination.

Continving Obligations: Upon termination, you agree to immediately remit to Blue Shield all funds
belonging to us or held for Blue Shield's account, and to forward to us all records, applications, and
property that belong o Blue Shield.

ARTICLE V: GENERAL PROVISIONS

5.1

5.2

5.3

5.4

55

5.6

5.7

5.8

Confidentiality: You agree that you will keep confidential and not disclose any confidential or
proprietary information of ours, regardless of how the information was obtained, fo any third party,
except as required by law, and shall not use such information other than as is permitted by this
Agreement. Such confidential or proprietary information includes, but is not limited to, member names
and other identifying information, medical records, and business information. You agree that such
confidential information shall promptly be returned to us upon request. This Section 5.1 shall survive
termination-of this Agreement for any reason.- - - R i

Association Disclosure: You hereby expressly acknowledge your understanding that this Agreement
constitutes a contract between you and Blue Shield, that Blue Shield is an independent corporation
operating under a license from the Blue Cross and Blue Shield Association, an association of
independent Blue Cross and Blue Shield Plans (“the Association”) permitting Blue Shield to use the

Blue Shield Service Mark in the State of California, and that Blue Shield is not contfracting as the agent
of the Association. You further acknowledge and agree that you have not entered into this Agreement
based upon representations by any person other than Blue Shield and that no person, entity, or
organization other than Blue Shield shall be held accountable or liable to you for any of Blue Shield’s
obligations created under this Agreement. This Section shall not create any additional obligations
whatsoever on the part of Blue Shield other than those obligations created under other provisions

of this Agreement.

Fiduciary Obligations of Producer: You agree that in performing under this Agreement, you are acting
in a fiduciary capacity to Blue Shield.

Governing Law: This Agreement will be governed by California law, without regard to its conflict of
laws provisions. -

Prevailing Party: The prevailing party in any dispute arising out of this Agreement may recover
reasonable atforneys’ fees and court costs in addition fo any other relief to which they are entitled.

No Assignment of Agreement: You may not make any assignment of this Agreement or of its rights or
benefits hereunder, whether by merger, asset sale, operation of law, or otherwise, without the prior written
consent of Blue Shield. Any attempted assignment of this Agreement shall be void unless prior written
approval is obtained from Blue Shield. You acknowledge that, in the event all or substantiaily all of Blue
Shield's assets and liabilities are acquired by another entity, the acquiring entity would have the right

(but not the obligation) fc assume this Agreement. In the event of such an acquisition, Blue Shield’s obligation
fo pay commissions under this Agreement shall terminate as of the effective date of the acquisition.

Change in Information: You agree to notify Blue Shield of any changes to your name, address, or other
similar information. Such notice shall be delivered in person, by facsimile, by e-mail or other electronic
medns, or by United States mail, to the address we provided with this Agreement.

Notice Procedure: Nofice shall be deemed delivered in person, by facsimile, by courier, or by U.S. mail
return receipt requested, addressed to the below addresses for Blue Shield, or to the physical address
you list on the signature page you submit to Blue Shield. Notice by mail shall be deemed delivered five
(5) days after the date it was mailed. Personal delivery or delivery by courier shall be deemed to occur
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