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., )

a Washington Health Care Service Contractor, ) OPENING STATEMENT
by ) OF
PEACEHEALTH, a Washington Non-Profit ) PEACEHEALTH
Corporation )

)

PeaceHealth appreciates the opportunity to appear at this hearing and to present evidence
establishing that the transaction between it and Southwest Washington Health System fully
complies with the provisions of RCW 48.31C.030 such that the “acquisition” merits approval.

PeaceHealth will ask the court to admit into evidence the following documents:

(1) the complete file maintained by the Washington State Office of the Insurance
Commissioner;

(2) the declaration of Peter Adler; and
(3) the declaration of Craig Armstrong.

PeaceHealth will offer live testimony from Peter Adler, which will be consistent with the
declaration filed. In addition, PeaceHealth understands that counsel for Southwest Washington
Health System will offer live testimony from Craig Armstrong, which will be consistent with his



declaration on file, and that the Assistant Attorney General will offer live testimony from Ronald
Pastuch. PeaceHealth anticipates that the oral evidence from Mr. Pastuch will established that:

1.

He has experience and expertise assessing the factors required for compliance
with RCW48.31C.030;

Columbia United Providers, Inc. (“CUP”) is able to satisfy the requirements for
registration as a health carrier;

The antitrust section of the office of the Attorney General of the State of
Washington has undertaken a review of the proposed transaction; and

The antitrust section of the office of the Attorney General of the State of
Washington has sought input from the Office of the Insurance Commissioner of
the State of Washington (“the commissioner™) throughout the review and has
communicated to the commissioner its determination that the transaction under
review does not substantially lessen competition or tend to create a monopoly in
the health coverage business within this state.

RCW48.31C.030(5)(a) provides in pertinent part that,

"The commissioner shall approve an acquisition of control referred to in section 1 of this
section unless after public hearing he or she finds that:

(i)

(ii)

After the change of control, the domestic health carrier... would not be able to
satisfy the requirements for registration as a health carrier;

The antitrust section of the office of the attorney general and any federal antitrust
enforcement agency has chosen not to undertake a review of the proposed
acquisition.... If the antitrust section of the office of the attorney general
undertakes a review of the proposed transaction then the attorney general shall
seek input from the commissioner throughout the review.”

(Emphasis added.)

In light of the evidence that will be presented, PeaceHealth expects to establish that neither
exception to RCW48.31C(5)(a) pertains and that the Commissioner is, therefore, statutorily
mandated to approve PeaceHealth's affiliation with Southwest Washington Health System.



In addition, RCW48.31C.030(5)(a)(ii)(B) provides in pertinent part that,

“The Commissioner may not disapprove acquisition if the Commissioner finds that:

(I) the acquisition will yield substantial economies of scale or economies in resource use
that cannot be feasibly achieved in any other way, and the public benefits that would
arise from the economies exceed the public benefits that would arise from more

competition; or ....”

(Emphasis added.)

PeaceHealth anticipates establishing through the evidence and live testimony that its affiliation
with Southwest Washington Health System will yield substantial economies of scale and that
there are no adverse impacts on competition. In light of that evidence, PeaceHealth believes the
Commissioner is statutorily barred from disapproving the affiliation.

At the conclusion of the hearing, PeaceHealth will request that the Chief Hearing Officer
immediately issue an oral ruling approving the acquisition and thereafter issue findings of fact
and conclusions of law in support of the ruling.

Respectfully submitted this 29" day of December, 2010.

Counsel for Applicant, PeaceHlth
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In the Matter of the Proposed Acquisition of )
Control of: )
) NO. 10-234
- COLUMBIA UNITED PROVIDERS, INC., )
a Washington Health Care Service Contractor, ) DECLARATION OF
by ) PETER G. ADLER
PEACEHEALTH, a Washington Non-Profit )
Corporation )
)

Peter G. Adler, upon affirmation, declares under penalty of perjury of the laws of the State of
Washington as follows:

1. I am the Senior Vice President for Strategy, Innovation and Development at PeaceHealth,
which is a Washington nonprofit corporation qualified as tax exempt pursuant to section
501(c)(3) of the federal Internal Revenue Code. I have served in this role at PeaceHealth
for the last 4 years.

2. Tam personally familiar with the information provided by PeaceHealth to the Washington
State Office of the Insurance Commissioner through Form A (Statement Regarding the
Acquisition of Control of a Domestic Health Care Services Corporation), as amended,
pursuant to RCW 48.31C.030(1) and (2) and declare that it was, and remains, true and
accurate.

3. Ihave personal knowledge that PeaceHealth made a Hart-Scott-Rodino filing with the
United States Department of Justice, which pertained to the transaction under review in
this hearing, and that within 30 days thereafter PeaceHealth received from the Federal
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Trade Commission a letter confirming early termination of the Hart-Scott-Rodino review
process. I have attached a true and accurate copy of the early termination letter received
by PeaceHealth from the Federal Trade Commission as Exhibit 1 to this Declaration.

PeaceHealth has been advised by its outside counsel, who is expert in antitrust matters,
that receipt of such an early termination letter constitutes a determination by the FTC that
the transaction under review does not raise sufficient questions concerning a diminution
in competition to merit further action.

PeaceHealth has also been advised by its outside counsel, who is expert in antitrust
matters, that Jonathon Marks, an Assistant Attorney General for the State of Washington,
has conducted a parallel antitrust inquiry into the proposed affiliation between
PeaceHealth and Southwest Washington Health System and has communicated no
concern regarding a diminution in competition within the State of Washington.

Through use of both an independent economic consultant and an outside counsel expert
in antitrust matters, PeaceHealth has also satisfied itself that its affiliation with Southwest
Washington Health System does not reduce competition within the relevant markets. The
studies demonstrated that there has been very little historical overlap between the markets
served by PeaceHealth and those served by Southwest Washington Health System.

I believe the affiliation between PeaceHealth and Southwest Washington Health System
will yield substantial economies of scale. These include, but are not limited to: (1)
projected reductions of over $1 million in supply costs for Southwest Washington Health
System; (2) a substantial reduction in insurance premiums and third-party administrator
fees presently paid by Southwest Washington Health System; (3) access to PeaceHealth’s
System Services which is anticipated 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.

In light of the fact that PeaceHealth and Federal and State lawyers have had no concern
regarding an adverse impact on competition and the fact that the affiliation will yield
substantial economies of scale, I believe the public benefits from the affiliation will
exceed any adverse impact on competition.

PeaceHealth has conducted due diligence inquiry into the operations of Columbia United
Providers, Inc. ("CUP"), which demonstrated that the business of CUP is well aligned
with the mission and values of PeaceHealth.

PeaceHealth does have any plans upon closing to make any material changes in the
business of CUP. In addition, PeaceHealth does not have any plans upon closing to make
any material changes in the management or governance of CUP.
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11. PeaceHealth believes the management of CUP has consistently demonstrated
competence, experience and integrity such that its continued operations under that
management are in the best interests of subscribers and of the public.

12. Since PeaceHealth does not have any plans upon closing to change the management,
governance or business of CUP, I do not believe the affiliation between PeaceHealth and
Southwest Washington Health System is likely to be hazardous or prejudicial to the
insurance-buying public.

13. PeaceHealth has not received any objections or concerns regarding its proposed
affiliation with Southwest Washington Health System.

14. I believe the affiliation between PeaceHealth and Southwest Washington Health System
will advance the interests of the insurance-buying public in the State of Washington.

Dated this 27" day of December, 2010.

e

Peter G. Adler




FEDERAL TRADE COMMISSION
Washington, D.C. 20580

Bureau of Competition
Premerger Notification Office

December 13, 2010

Allison A Davis,

Davis Wright Tremaine LLP

505 Mentgomery Street Suite 800
San Francisco, CA 94111-6533 USA

Re: EARLY TERMINATION GRANTED
Transaction Identification Number 20110144
PeaceHealth / Southwest Washington Health System

Dear Ms. Davis :

The request for early termination of the waiting period is granted effective December 13, 2010 10:30
AM with respect to the proposed acquisition by PeaceHealth of certain assets of Southwest
Washington Medical Center; Southwest Washington Medical Center Foundation from Southwest
Washington Health System. Early termination of the waiting period Is provided by Section 7A(b)(2)
of the Clayton Act and Sections 803.10(b) and 803.11(c) of the Premerger Notification Rules.

Notice of this termination will be published in the Federal Register 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 [http://iwww.ftc.gov/bo/earlyterm/index.html].

If you have any questions concerning this rmatter, please contact me at 202-326-37886.

Sincerely,

Ugu\llfwm?\_ Vém»__\\

Theresa Kingsberry.

Legal Assistant

Premerger Notification Office
Bureau of Competition

1o
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Chief Hearing Officer, Patricia J. Petersen, has received into evidence the following documents:

1. Form A (Statement Regarding the Acquisition of Control of a Domestic Health Care
Services Corporation), as amended, pursuant to RCW 48.31C.030(1) and (2);

2. The Declaration of Peter G. Adler; and
3. The Declaration of Craig Armstrong.
In addition, Chief Hearing Officer, Patricia J. Petersen, has received live testimony from:

1. Peter G. Adler, Senior Vice President for Strategy Innovation and Development at
PeaceHealth;

2. Craig Armstrong, General Counsel for Southwest Washington Health System; and




3. Ronald J. Pastuch, Holding Company Manager for the Company Supervision Division of
the Office of the Insurance Commissioner of the State of Washington.

The oral evidence from Mr. Pastuch has established that:

1. Columbia United Providers, Inc. (“CUP”) is able to satisfy the requirements for
registration as a health carrier; and

2. The antitrust section of the office of the Attorney General of the State of
Washington has undertaken a review of the proposed transaction; and

3. The antitrust section of the office of the Attorney General of the State of
Washington has sought input from the Office of the Insurance Commissioner of
the State of Washington (“the commissioner”) throughout the review and has
communicated to the commissioner its determination that the transaction under
review does not substantially lessen competition or tend to create a monopoly in
the health coverage business within this state.

RCW48.31C.030(5)(a) provides in pertinent part that,

"The commissioner shall approve an acquisition of control referred to in section 1 of this
section unless after public hearing he or she finds that:

1) After the change of control, the domestic health carrier... would not be able to
satisfy the requirements for registration as a health carrier;

(ii)  The antitrust section of the office of the attorney general and any federal antitrust
enforcement agency has chosen not to undertake a review of the proposed
acquisition.... If the antitrust section of the office of the attorney general
undertakes a review of the proposed transaction then the attorney general shall
seek input from the commissioner throughout the review.”

(Emphasis added.)

In light of the fact that the evidence presented has credibly established that neither exception to
RCW48.31C(5)(a) pertains, the Commissioner is statutorily mandated to approve PeaceHealth's
affiliation with Southwest Washington Health System.




In addition, RCW48.31C.030(5)(a)(ii)(B) provides in pertinent part that,

“The Commissioner may not disapprove acquisition if the Commissioner finds that:

(I) the acquisition will yield substantial economies of scale or economies in resource use
that cannot be feasibly achieved in any other way, and the public benefits that would
arise from the economies exceed the public benefits that would arise from more

competition; or ....”

(Emphasis added.)

In light of the fact that the evidence presented has credibly established that PeaceHealth's
affiliation with Southwest Washington Health System will yield substantial economies of scale
and that there are no adverse impacts on competition, the commissioner is statutorily barred
from disapproving the affiliation.

For these reasons, PeaceHealth requests that the Chief Hearing Officer immediately issue an oral
ruling approving the acquisition and thereafter issue findings of fact and conclusions of law in
support of the ruling.

Respectfully submitted this 27" day of Dggember, 2010.
/5//
- —"Z/ v
By, Stuart P. ngﬁfg;ey /
Counsel for Applicant, PeaceHeajth
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