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1 am Robert W, Hoffman of SNR'Dénton US LLP and I represent Arcadian Health Plan,

Ine. (“Arcadian™), a2 Washington domlclled Health Care Service Contractor.

Humana wishes to aequite Arcadian. On September 21, 2011, I-Iumana Inc. (“Humana™)

filed a Form A Statement Regardmg the Acqulsxtlon and Control of a Domestic Insurer (“Form

A Statement”) w1th the_Washmgmn: St-ate Office of the Instirance Cominissioner

(“Commissionet”), reﬁuesting épprbiral of its proposed acquisition. On December 30, 2011, the

Commisgioner determined that the Form A Statement contained all of the documents and

information required to be included, and ‘feqﬁested that the Administrative Law Judge conduct

an administrative proceeding to make the final decision either approving or denying Humana’s

application for approval of the propos.edi acq’uisition.

T'he testimony at the hearing by representatwes of both Humana end Arcadian will

demonstrate that there are no ubJectwns to the proposed acqulsmons under RCW 48.31C. 030(5).

Speclﬁcaliy, the testlmony of Areadlan Will demonstrate that:

':Aﬂer the Acqmsit]on, Arcadian will continue to satisfy the

mqwrements for re g1stration as 4 health-carrier;

The Acquisihon will not: substatitially lessen compentmn nor tend to
create a monepaly in the health cuverage busmess

The: financial condition of Humana is such that it does not jeopardize
the financial stability of the bealth carrier, nor prejudice the intetests of
its subscribers, In fact, the financial condition and resources of

Humana will materially strengthen the financial stability of Arcadian,

theréby enhancing the interests of subseribers;

‘Thére isno plan' t'o meke any'matena'l change to the health carrier’s

operatlan which would be unfatr dnd unreasonable to its subscribers

" and not in the public interest. In fact, because of Humana’s larger

provider network, Arcadian’s operation far its- subscribers will be
enhanced; .

The competence, expenence, and mtegrlty of those persons who will

- control the operation of the health carrier are in the interest of the
subscribers and of the public; and

The Acqulsrt:on will not be hazardous. or prejudicial to the insurance
buying public,
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The testimony will further demonstrate that neither Arcadian nor any of its affiliates has

_received any objections or concerns regarding this proposed acquisition.

The testirﬁony'wil I al‘so:demonstrate that due to the potential termination of the transaction
if regulatory approval is not obtained by March 31, 2012, and because of the status of

Arcadian’s financing arrangements, it is imperative that the Commissioner issue a conditional
g g

 order of approval no later than March 30, 2012,

~ Accordingly, Arcadian requests approval :of the acquisition of Arcadian by Humana
pursuant to RCW 48,3 I:C.Oi?:.ﬁ()'. T will be _pleaséd to address any additional issues that may arise

or otherwise be of assistance at the hearing, -

Dated: 4 e .,?? [,2012

Robert W. Hoffmén
SNR Denton US LLP
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Q1: Please state your name and -émsp-loymeni position.
A, Tam the Sr. Vice Prﬁsiden‘f, General Counsel and Corporate Secretary of Arcadian
Management Services, Ine, (“Atcadian Manégement'”). I also act in this same capacity for

Arcadian Management’s wholly owned subsidiary, Arcadian Health Plén, Ine. (“Arcadian

~Washington,”) If I ref‘er to Arcadlan Management and Arcadian Washington collectively, 1 will

refer to them as “Arcadian.” |

Q2: Please -pmviid'e‘ your -professimial backgmun-d.

A. Priorto joining Arcadia'n I was deputy general counsel for Molina Healthcare, an
msurance holdmg company baSed out of Long Beach, California. From 2004 to 2006, | was in
pﬁvate pracuce with the K & R Law Group in Sacramento Callfomla. Prior to that [ was Chlef

Counsel and A351stant Deputy Dlrector of the Cal 1f‘omla Department of Managed Health Care,

Q3: Please pravide Your educational background.

13
14

16 |
17 |
18
19

20
21
22
23
24
25
26

27 |

28

A. Thold a B.8, from the University of San Francisco and received a Juris Doctor from
Gonzaga Univer31ty in 1994,

Q4: Please deseribe the’ basis for yoﬁr _tes'tiiﬁor_ijn_

A, lam auth_orize:d to givé lth.isrtes't_iim.t)ny; by the powers vested in me under my dﬁties on
behalf of Arcadian, Info‘maaﬁdn aﬁd-statemants in this testimony regarding the Applieants and
their affiliates are based wholly on ( ) representanons and watrafities by the Applicants; and (b)
other information and documents ﬁzmished to Areadian by or on behalf of the Applicants in
conncct-l-on with the -Merg-er Agreenient, t-h-e_ Eorm A Statement and this proceeding.

I have'feviewed the Form A 'State'ment_, submitted on or about September 21, 2011 and, to
the best of my knoWledge, it accﬁra-tely describes the actions contemplated between the parties
and the future plans of the Applicants with f.espe_ct to Arcadian,

On September 21, 2011 Applicants delivered a copy of the Form A Stalement to Arcadian,

On Mareh 13, 2012, the Comm'ijssio'ner 'iésued a Notice of Public Hearing pursiant to
RCW 48.31C.030. Suct Notice of Public Hearing informed Arcadian of the time, place and
date of the liearing the Commissioner will hold to consider the application of Applicants to

acquire contro] of Arcadidn,
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Q5: Please describe the domestic insurer, Arcadian Health Plan, Ine.

A. Areadlaﬁ Washmgten ns currently hcensed by the Washington Office of Insurance
Comnilssioner as a health care service eont:ractor and is a wholly owned subsidiary of Arcadian
Managemeﬂt_. ERRATRT | : - _

Arcadian Washihgton cngage's'exclusively in the business of Medicare Advantage ("“MA™
and Med-icare.Advaﬁta.ge-éPart D (“MAPD"’) plans purs_uarit to contracts with the Centers for
Medlcare and Medicald Semces (“CMS”’) - '

C‘urrently, A1cad1an Washmgton neﬁher has any commercial enrollment nor provldes
Medicaid coverage to enro!lees, although some of its members in MA or MAPD plans are dually
enrolled in both Medicare and Medicaid.

Q6: Wil Arcad:an eontmue to saﬂsfy the reqmrements for licensure as a Washington .

tractor after thc acqunsntmn‘?
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A. Arcadian Washmgton:currently satisfi ies the minimum reqmrements for licensure in
Washington and I understand that it w1|1 continue: to do so after the anticipated change of control
sought by the Appl:cants | _

Arcadian understands that the Apphcants do net plan to effect any change in Arcadian
Washmgton 8 capltahzattan, ﬁﬁancml condition, or legal strueture that would have any adverse
:mpact on the ability of Arcadian Washmgton to continue to satlsfy the requirements of the
Revised Code of Washington for maintaining Arcadian Washington’s certificate of authority as
a health care service contractor, the operatjons of which are as described above.

Q7: will t_he'propnsed sequisition substantially lesse_ii competition or tend to create a
monopoly in the health -cb‘%eragerbusinefss in Wﬁsh‘ihgwn?

A It isArcadiaﬁ"é beligf and unc‘lersiénd-ing; th'a'tl the Applicanté; acquisition of control of
Arcadian Washington will not lessen competition m inéurance in Washington nor tend to create
a nonopoly in the insurance business in Washington.

A pre-merger notiffcation statement under the f‘e(_ieral Hart-Scott-Rodino Act relating to the
pro]:iOSed transaction lias -Be.en' submitted to the U’ni-te_d States Department of Justice (*DOJ") and

the Federal Trade Commission (“FTC") and, on the date of this pre-filed testimony, is awaiting




—

p—- Wk S
=

= - T -~ S V. T - PO Y

clearance, Arcadian and the Appl-ic'ants have joint repre-sentation in regards to these

| proceedmgs The Department of Justlce has not mdicated they are mvesngatmg and is not

requmng any’ d:vestltures of Washlngton State membership.

Q8: Will the. ﬁna-neial-condit-ions of the Applicants Jeopardize the financial stability of

~ Arcadian Washington or prejudme interests of Arcadian Washington policyholders or its

securttyholders" _
A. Based on the financial statemerits filed by the Applicants with the Form A Statement and
the Applicants’ expected testimony in these proceedings, 1 understand that the financial

condi‘tian' of the -App'l-ic'ams is ndt such a-s:mig'ht jeopardize the finaneial stability of Arcadian

: Washmgton or preJudlce the mterest of its puhcyho[ders or the mterests of any remaining

_ secuntyho]ders who are unafﬁllated with the Appllcants (After closing, the only security holder

(as that term s used in the pertment Washington statutes) of Arcadian Washington will be

L R - S —
D B T~ T = S R~y
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| Arcadian Management and its only securltyholder W1ll be Humana Inc.) To the contrary,

Areadian belleves that the financial condition and resources of Humana Inc. will materially
strengthen the fi nanclal stability of Arcadian M-an-agement and its subsidiaries and will enhance
the interests of Arcadian Washington policyholders. Arcadian is being acquired by a financially
strong enterprise With deep .khc')w’l:edg'e‘-of MA and MAPD produets. Arcadian Management has
debt burden and fs not as robustly cap1tallzed as the Apphcants ‘The influx of eapital will
ehmmate this. desbt burden. _ _

Q9: Are there any plans to make any materla! changes in regard to Arcadian Washington

which wonld be unfanr and unreasonable to its subscrlbers and not in the public interest?

I A Itis Arcadlan 3 understandlng that the Apphcants have no. plans to liquidate Arcadtan

Washington, 1o sell'its Aassets, or merge or cansohdate it with any person or persons, or to make
any other material change in its business operatlons or corporate structure, apart from replacmg
its officers and directors as noted in the Form A,

Arcadian understands that following the Acquisition, the Applicants intend to continue
operating Arcadian Washington’s MA and MAPD plans without any material changes, except

replacing certain directors and officers of Arcadian Management and of its subsidiaries with
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various current difecto;s an d/or iaﬁ‘iéérs-dfthé .Apli'cants.

I n fact, Arbadiaﬂ be-l:i-eites:.that.the -A;‘ip}ieants’ larger ptovider networks will enhance the
operation for subscribers.
Q10: Are the competence, expemnce, and integrity of those who will control the operation
of Arcadlan Washmgtnn after the acquisitmn in the mterest of the subseribers and of the
public? __ : . '
A Itis Arcadian 5 behef based on- 1nfonnauan prowded to Arcadlan, that the competence,
expenence and: mtegnty of those persons who will conitrol Arcadian Washnngtan if the Form A
Statement is appmved are such that 1t woufd bein the iiterest of pohcyholders of Arcad:an

Washington and of’ the publie to permlt the praposed Acqunsltmn of Arcadxan rnanagemem and

its subs:dlaries mcludmg Arcadlan Washmgton

Q11: W_n\l!.!he acquis:t:on be hnzgg_glous :qgf___l?_;ggjugdleiayl;jo' the insurance buying publie?

13 |

14
15

16|
17

18
19
20
21
22
23
24
25

2% |l

27

A. In the view of Arcadian, the acquisition will not be hazardous or prejudicial to the
insurance buying public. The transaction is fair and reasonable. The negotiations for the

transaction were fair and at amls length Both sides had mdependent third party advisors

_ assisting them in the: negonanons

" The acqulsmon will -h-ave no adverse ﬁnanmal impact on Arcadlan. '

There is nothmg in the acquisition that w1ll be hazardous or prejudicial to the insurance |
hu‘ymg public, '
Q12:Has Arcadran received any obJectlons or concerns regardmg the proposed
acquisition? '
A. No. I have reviewed and ani.fami'[ia'r with the Notice of Hearing that the Office of
Insurance Cormntissioner published on March 13, 2012. 1 am not aware of anyone at Arcadian
having rece‘ived any response from policyholders 6r consumers about the proposed acquisition
in responsc to that Notice.ot otherWIse All Shareholders/Stockholders of Arcadian Management
Services have been notlf“ ed of the ttansaction between Arcadian and Iiumana No lawsuits have

been filed and Arcadian has nnt been made aware of any objections to the transaction,

i
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Q13:Is there anything you woulﬂ-:._liké to add to your testimony at thig time?

A.  Our 1¥lien holders entered into an agreement With the Arcadian to forebear on exercising
their right to call a default on their note i'n excrh:ang'e for the plan of sale that was to close not
later than November 15, 2011. The Company has paid millions of dollars in fees 16 the 1* hen
hotders in exehange for a series of short term debt extensions because the transaction with

Hmnana has not closed Under our: agreemant with Humana, either party may terminate the

| transaction if any requxstte regulatory approval 15 not obtained and the merger is not closed by

Mareh 31, 2012,

Arcadlan believes that completmg thlS transactlon with Humana is in the best interest of

| the policy holders, ]ﬁhysmlans, ancE employees res1dmg in Washington State and throughout the

| Arcadian Enterprise. Arcadian is very concerned that the failure 1o complete the hearing process in

an expedited manner may jeOpardlze the suceessfu] acqmsntlon ofa ﬁnanclally distressed

‘ .company

I have nothlng further to add at this time,, but T may supplement this pre-filed tesnmony at

{the hearing,

Executed under penalty of per Jury thls {s‘[ day of ﬂ‘g(,h 2012,

: _"'-stfa'n 7 Nbvgl:lo. Jr.
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Thank you to your honor and the Office of the Insurance Commissioner for today’s -

2
-3 hearing and your cdnsi;tiera_ti:on: of the proposed acquisition of Arcadian Health Plan, Ine,
4 || (“Arcadian™ by Humana Inc. (“Humana®) (the “Acquisition”).
5  Asthe testimony'feflécts, the Aéqtﬁsitidn satisfies the requirements of Revised Code of
6 Washmgton (“RCW”) section 48.31C.030. The tesnmony shows that the Acqmsmon is fair,
7 {| equitable, and consistent with the Taw and that fie reasonable objectmn to it exists, In addltlon,
8 the testxmony demenstrates- 1h-at' L '
9 . After the Acqulsmon Arcadmn, as the survivor, will continue to safisfy
10 the requirements for the issuance of a license as a health provider
orgamzation
11 -
» The effect of the. Acquisition will not lessen competztlon in insurance
12 or tend to create monopoly in Washmgton,
13 e The financlal cond_l_tmn of‘Humana does not prejudice the interests of
14 - Arcadian pohcyholders, '
15 e . Thereis no plan to- lnquidate Arcadian to make material changes inits
busmess or cooperate structure management
16 '
- f . -'I‘he competence, experlence and mtegrity of the persons who WJII
17 © - eonitrol the-operation of Arcadian are in the mterest of Arcadian
. - -pollcyholders and of the pubhc, :
19 w The Acquisition will not be liazardous or prejudicial to the insurance
, buying public of Washington;
20 '
_ # Arcadian has received no objeet:on regarding the proposed Acquisition;
21 and _
22 s Itis nmperatwe that a condmonal order approvmg the transaction be
' - ls_sue_d no later than March 30, 2012,
24 " Inthe No‘tice of -Heari‘rlfg in t_his :m&tter, your henor stated that if all the other findings can
25 be made based upon the evidence at hearing, except that concerning the antitrust issue, that an
26 Order ai.pproving the :jsrbposed acquisition will be issued, conditioned upon final resolution by
27 the Department of Justzce | |
28 / 1/
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The barties }Zlave- also infoxffned ymir'}ibn_or that if such.a conditional order could be issued
by March 30, 2012, that such an Order would '-greaﬂy fhéilitat‘e‘the transaction,

Accordihgiy, Arcadian respectfulliy. requests the Commissioner’s approval of the
Acquisition and requests that a conditibnal'ap]ﬁroval order be issued no later than March 30,

2012,

%\
Robert W. Hoffman

SNR' Denton US LLP

Dated: mo’lﬁlloz/ .:,.20"12__ ' | |

13
14
15

16. |
17

18
19

20

21
22
23
24
25
26
27
28
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1, Cynthia P:resl'ey, hereby declare:

)
=

2 I am employed in the City and :County éf San F‘ranci_sco, California in the office df a
-3 member of the bar of this court at whose direction the following service was made. I am over
4 the age of eighteen years and not a party to the within action. My business address is SNR _
5 || Denton US LLP, 525 Market Street, 26" Floor, San Francisco, California 94105, On March 22,
6 || 2012, 1 caused. to be sarved on the mterestad partles in this action the following decument(s);
7 1.  PRE-FILED DIRECT TESTIVMIONY OF JAMES FRANCIS NOVELLQ, JR.;
2. PRE-FILED OPENING STATEMENT OF ROBERT W. HOFFMAN; and
8 3, PRE-FILED CLOSING STATEMENT OF ROBERT W. HOFFMAN,
9 [t & E- MAIL T caused such docmnents to be: served on the parties listed below by E-Mail:
10 © Gary Timin: - -'Gary 'I‘umn@squiresanders com
1  Charles Brown:  CharlesB@OIC.WA.GOV.
12 Jeff Gingold: gingoldj@lanepowell.com
13 ) Ron ﬁ"a"éiii&h: RonP@OIC.WAGOY
14 Robert J, Guite: Robert. Guxte@squiresanders gom
15 i declare under penalty of perjury under the laws of the State of California that the
16 forcgomg is true and cot‘reat and that this declaratlon ‘was executed on March 22, 2012, at
17 San Franeisco, California; |
) prhe (Rocloy™
o Cynthia Presley
20 _ _
21
22
23
24
25
26
27




