BEFORE THE STATE OF WASHINGTON
OFFICE OF INSURANCE COMMISSIONER
. In the Matter of the Proposed Acquisition of

Control of
No. 10-234

COLUMBIA UNITED PROVIDERS, INC,,

. ' . OPENING STATEMENT OF
a Washington Health Care Service

SOUTHWEST WASHINGTON

Contractor, HEALTH SYSTEM

by
PEACEHEALTH, a Washington Non-Profit

' Corporation

‘. Southwest Washington Health System (“SWHS’;) is a tax-exempt Washington non-profit
corporation which serves as the health system parent for multiple affiliates. SWHS has gross
revenues of approximately $650 million, and includes Southwest Washington Medical Center, a
442 bed not-for-profit hospital, and a medical group consisting of approximately 100 physicians.

Columbia United Providers, Inc. (“CUP”) is a licensed healthcare service contractor.
89.5% of thé outstanding stock of CUP is held by SWHS. CUi’ serves members enrolled in the
State of Washington’s Healthy Options State Children’s Health Insurance Program (SCHIP) and
" Basic Health subsidized prograﬁls. CUP currently serves over 45,000 members in these state
subsidized programs.

You will hear testimony today from Craig R. Armstrong, who for a period of three years
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has gerved as in-house General Counsel for SWHS and its affiliates. Additionally, you will hear
from Peter G. Adler, Senior Vice Preside;nt for Strategy, Innovation and Development at
PeaceHealth.

SWHS completed a strategic planning initiative, interfaced with three large healthcare
delivery systems, and concluded that affiliating .With PeaceHealth brings substantial benefits to
the community, including persons served by CUP.

| RCW 48.31C.030(5) provides that the acquisition of control of a domestic health carrier
{CUP) must be approved, unless after a public hearing, it is found that:

1) After a change of control, CUP will not be able to satisfy the requirements for
registration as a health carrier. Comment: The testimony will show that PeaceHealth does not
intend to change the business, governance, or management of CUP;

2) A change of control will substantially lessen competition or create a monopoly in the
health coverage business. Comment: Testimony will show that fed.eral and state anti-trust
divisions have eIecfed to not further review the transaction because the change of control will not
substantially lessen competitioﬁ nor tend to create a monopoly.

Additionally, RCW 48.31C.030(5) states that a change of control may not be disapproved
if you find the following:

L. The acquisition will yield substantial economies of scale and the public benefits
érising from the economies exceed the public benefits that would arise from more competition.
Comment: Testimony will show substantial economies of scale to SWHS which, although not as
vet defined, will benefit CUP by allowing SWHS to better advance its mission to deliver quality

healthcare to the community;
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2. The acquisition will substantially increase or will prevent significant deterioration
in the availability of healthcare coverage, and the public benefits of the increase exceed the
public benefits that would arise from more competition. Comment: PeaceHealth does not have a
health plan or insurance company, and given its much larger size, affiliation offers an |
opportunity for CUP to expand into markets served by PeaceHealth.

The testimony and exhibits submitted will show that those served by CUP will benefit

from the affiliation, and the statutory criteria for approval are met.

Dated this 28" day of December, 2010.

MILLER NASH LLP

Counsel for Southwest Washington Health System

MILLER NASH 1P
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BEFORE THE STATE OF WASHINGTON
OFFICE OT INSURANCE COMMISSIONER

In the Matter of the Proposed Acquisition of

Control of
- : No. 10-234
COLUMBIA UNITED PROVIDERS, INC.,

a Washington Health Care Service Contractor,
by | o CRAIG R. ARMSTRONG
PEACEHEALTH, a Washington Non-Profit

'DECLARATION OF -

Corporation

Craig R. Armstrong, upon affirmation, declares under penal@ of perjury of the laws of the State of Washington as
follows:
1. I have served as in-house General Counsel for Southwest Washington Health System (“SWIIS™)
W for a period of three years.
2. SWHS owns 89.5 % of the outstanding stock of Columbia Um'ted_Providers, Inc. (“CUP”).

In an Affiliation Agreement dated December 8, 2010, SWHS agreéd to affiliate with and become a

VR

part of PeaceHealth by making PeaceHealth the sole member of SWHS with reserve powers
transferring control to PeaceHealth.

4. Ihave personal knowledge that SWHS and its affiliate Southwest Washington
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- Medical Center made a Hart-Scott-Rodino filing with the Federal Trade Commission which
pertains to the transaction under review in this hearing.

5. On December 13, 2010, a lefter was received from the Federal Trade Commission confirming
early termination of the waiting period under the pre-merger notification rules of federal law. A
true and accurate copy of the early termination letter is attached as Exhibit 1 to this Declaration.

6. . Thave been advised that the Attorney General’s Office for the State of Washington has reviewed
the affiliation and to my knowledge has not raised an objection nor have I been notified of any
plans by the State of Washington to object to the affiliation,

7. I believe the affiliation between PeaceHealth and SWHS will yield substantial economies of scale,
These include, but are not limited to: (1} projected reductions of over $1 million in supply cbsts '
for SWHS,; (2) a substantial reduction in insurance premiums and third-party administrator fees
presently paid by SWHS,; (3); access to PeaceHealth’s System Services, which is apticipated to
substantially reduce outside consulting fees for IT, HR, and legal services; and (4) consolidation
and reduction in overhead expenses through the creation of a Shared Services Center in
Vancouver, Washington.

8. I believe the public benefits from the affiliation will exceed any adverse impact on competition, if
any, as evidenced that neither the Federal nor State antitrust divisions have expressed an infent to
challenge the affiliation.

9. SWHS, through its strategic planning and due diligence, has concluded that the
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community, which includes indiyiduals served by CUP, will substanﬁauy benefit
from this-affiliation.

10.  Ihave been advised that PeaceHealth does not have any plans upon closing to
make any material changes in the business.of CUP including its products and
services, or to make any material changes in the management-or govemance of.
cUp. | |

1t.  Tomy knowledge, SWHS has not teceived any objections'nor coricerns relating

| to the proposed transaction.

12.; I believe the affiliation between PeaceHealth and SWHS will advance the

.l interests of the insurance buying public i the State-of Was“ﬁin‘g_top. ”

- Date this 27 day of December, 2010.

- ch\__/

Creug R. Annstrong
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" Exhibit 1

UNITED STATES bi_: AMERICA )
FEDERAL. TRADE COMMISSION
Washington, D.C. 20580

Bureay of Competilion
Premerger Nofffication Cffice

December 13.'2{}'1 0

Craig -Armstrong, Esq.
General Counsel .
" Southwest Washington Health System
Post Office Box 1600 .
" Vancouver, WA 98668 USA

Re: - EARLY TERMINATION GRANTED
Transaction Identification Number-201106144
PeaceHealth /” Southwest Washington Health System

. Dear Mr, Armstrong : -~ <

The request for early termination of the waiting period is granted effective December 13, 2010 10:31
AMwith respect to the proposed acquisition by PeaceHealth. of cartain assets of Southwest

. ‘Washington Medical Center; Southwest Washington Madical Center Foundation from Southwest

: Washmgton Heatth System.. Early termination of the waiting period is provided by Section 7A(BY2) -
ofthe Clayton | Act and Sections 803, 10(b) and 803. 11{c}.of the Premerger Notification Rules. '

Notice of this tennmatxon will be pubhshed in the Federal Reglster in accordance with Section
- 7a(b){2) of the Clayton Act and Section 803.11(c) of the Premerger Notification Rules and on the
Federal Trade Commission’s internet site [hitp:/iwww fic. govlbclearlytennlmdex html]

If you have any questions concerming this matter, please. contact--me at 202-326-3786.

o Smcerely,

%@WM

Thetesa Kingsberry

Legal Assistant. . . .

Premerger Notlﬁcatxon Ofﬁce R
. Bureau of, Competmon



BEFORE THE STATE OF WASHINGTON
OFFICE OF INSURANCE COMMISSIONER

In the Matter of the Proposed Acquisition of

Control of _
No. 10-234

COLUMBIA UNITED PROVIDERS, INC.,
. . ) CLOSING ARGUMENT OF
a Washington Health Care Service
Contractor, SOUTHWEST WASHINGTON
b HEALTH SYSTEM

y

PEACEHEALTH, a Washington Non-Profit

Corporation

The Board of Directors and Senior Management of Southwest Washingtoﬁ Health
System (“SWHS”), following a review process involving three healthcare deiivery systems and
due diligénce, concluded that formal affiliati;)n with PeaceHealth will result in substantial
benefits to the community, which incllu'des the insurance-buying public and individuals served by
Columbia Umted Providers, Inc. (“CUP”).

Testimony from Craig R. Armstrong of SWHS and Peter G. Adler of PeaceHealth
showed that the affiliation will:

1. Yield substantial economies of scale to include significant savings in supply costs
for SWHS, reduction in insurance premiums and third-party administrator costs, and access to

PeaceHealth’s System Services, all resulting in a material reduction of overhead costs. These
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savings will benefit CUP in ways not yet defined but, given CUP’s major shareholder is a non-
profit tax-exem.pt corporation whose nﬁssion is to improve the health of the community,
enhancing SWHS” ability to carry out its purpose will benefit CUP;

2. The change of control, by allowing SWHS to be part of a large multi-state
healthcare system that does not operate a health plan or insurance company, will open the
potential to substantially increase the availability of healthcare coverage in Washington State.

RCW 48.31C.030(5) is met; given: a) after the change of controi, the domestic health
carrier (CUP) will continue to satisfy the requirements for registration as a health carrier; and b)
the antitrust sections of the federal and state governments have elected not to further review the
transaction because the change of control will not substantially lessen competition or tend to
create a monopoly in the health caverage business.

PeaceHealth does not intend to change the Board of Directors nor management of CUP or
otherwise make any material changes in the business of CUP as testified by Peter G. Adler.

Based on the testimony and admitted exhibits, RCW 48.31C.030(5) has been met and the

‘. change of control of SWHS to PeaceHealth must be approved because:

1. Competition will not be substantially lessened nor will a monopoly be created;

2. '- PeaceHealth’s plans to not change the business, governance, and management of
CUP arc fair and reasonable to those insured by CUP;

3. PeaceHealth is a Well-run.and successful healthcare system and is capable of
owing stock in CUP; and |

4. The affiliation with PeaceHealth is not hazardous or prejudicial to the insurance-

buying public.

MILLER NASH LLP
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Dated this 28™ day of December, 2010.

LE NASH/iLy

Robert J. Wdlerius
WSBA # 2546 .
Counsel for Southwest Washington Health System
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