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* Your Honor, my name is Gary P, Timit Fam a partner with the law fion Squire Sanders
(US) LLP and am pledsed appear today as counsel for the applicants, Humana Ine. (“Humana”)
and its wholly owned subsidiary Fumsol, Ine (together, the “Applicants”). With me today are
Jeff Gingold, a partner with Lane Powell, our Washington co-counsel in this proceeding, and
several withiesses, whom | will introduce in a moment, |

Humana prépos_es to acquire Arcadian Management Systems, Inc. and, indirectly, all of its
subsidiaries. In August, 2011, the Applicants, Arcadian Management, and vatious shareholders
of Avcadian Management entered. into an Agreement and Plan of Merger for this trangaction.
One of those subsidiaries is Arcadian MHealth Plan, Ine, (“Arcadian™), which is a Washington

domiciled health care service contractor, Naturally the parties recognized that Humana mhust

—file—a Porm A Siatement —or-application-with-the—Washington-State- Offiee-ofthe-Insuranse—

Commisstoner (“Commissioner”), requesting approval of its proposed acquisition, and must
ultimately obtain that apptoval, That is one of multiple state regulatory filings and approvals
which this proposed acquisition is subject. In addition, Humana and Amadiari Management
made a filing under the federal Hart-Scoit-Rodine or HSR Act, |

To comply with the Washington Insuranice Code, and specifically RCW 48.31C.030, and
to formally request the Cmmmissinﬁar"s approval of the ‘act;ais-i-ﬁbn, the Applicants filed a
comprehensive Form A Statement Regarding the Acquisition and Control of a Domestic Insurer
(“Form A Statement”) on Sepiember 22, 2011, While the Commissioner’s staff was reviewing
the application and to assist that process, the Applicants submitted additional information, some
étt the staff’s request and some at the Applicants’ initiative. For example, on Noveimber 11,
2011, the Applicants subrnitt:aci_ a letter and supporting materials to respond to and comply with
requests in what is called the staffs deficiency letter dated November 4, 2011, That turned out
1o be the only deficiency letier the Applicants received during this process, Later, by letier of
Degember 30, 2011, the Commissionet’s staff informed you that it had concluded that the Form
A Statement, as supplemented to that time, was deemed complete, and. requested that ihe

Admintstrative Law Judge conduct an administrative proceeding to make the final decision

ol




Uy e =3 en W I e BRI e

S el
MQ

gither a;pprov.ing ot denying the application for approval of the proposed acquisiion. We are

| - here today to complete 4 formal, publiv record that, taken togsther with the Form A Statemest

and the Applicant’s later supplemental submissions, we believe amply supports approval of the
acquisition upon conelusion of this hearing. ‘

The testimony at the public hearing by representatives of both Humana and Arcadian will
demonstrate that there are no grounds for an objection to the proposed acquisition under RCW
48,31€,030(5). The AppHeants will offer the testimony of Ms. Joan Lenabun, Viee President
and Corporate Secretary of Humans, and of Joseph C, Ventura, Legal Counsel and Assistant
Corporate Secretaty of lemmia,-_b@ﬂt of whom are here in person, As they will testify, each has
been personally involved in and responsible for supervising preparation of the Form A

Btatement and, mwiore generally, the Washington application process, facilitating review by the
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Comnissioner’s sialf, and preparation for tHis hearing —Both have alsopartivipated it the™~

acquisition transaction and preparing for its anticipated closing in the coming days. In addition,
if your Honor considers such evidence relevant and helpful to your consideration of the
application, we will offer the expert lestimony of Cory Capps, whe is an econotttic consultant to
Humana or more precisely o its antitrust counsel,  We Aunished Mr. Capps’ CV to the other
parties garHer, as well % to your office, and understand that no party takes exwptim to his
qualifications as an expert competent to testify on the subject of his report ot to the admiss-ion-
thereof. With your office’s assistance, he Is participating by telephone.

Speeifically, the testimony of the Applicants” witnesses, uncontroverted and supported also

we balieve by witnesses for the Comumissioner and for Arcadian, will demonstrate that:

w After the Acquisition, Arcadian will continue to satisfy the
requirements for reglstration in Washington as a health carrier;

® The Acquisition will not substantially lessen competition or tend to
create a mopopoly in the health coverage business in Washington;

» The financial condition of Humana is such that it does not jeopardiza
the financial stability of the health carrier, nor prejudice the interests of
itg subseribers, In fact, the finencial condition and resources of
Hamana will materially strengthen the financial stability of Arcadian,
thereby enhancing the interests of subseribers or members,




¥ There is no plan to make any material change to the health carrier’s
operation which would be unfair and unreasonable to its subscribers
and not in the public interest. On the contrary, because of Humana’s
financial and managerial resources and its larger provider network,
Areadian’s operation for its subseribers will be enhanced;

» The competence, experience, and integrily of those persons who will
confrol the operation of the health carver are In the interest of the
subscribers and of the public; In the regard, the Commissioner has
never objected to any director or officer of the Humana comparnies
alrendy leonsed and operating in Washington serving in their
respactive capacities; and last

s The Acquisition will not be hazardous or prejudicial to the insurance
buying public; indeed, the Applicants believe the Acquisition will
benefit Arcadian’s present and future member and the insurance
consumers of Washington, :

19
20
21
22
23

25
26
27
28

The testlmony. will further demonsteate that, with one exception that I will address briefly,
neither Mumana nor any of ity affiliates has received any objections or concerus from any
governmental authority or from another source regarding the proposed acquisition. That
exception, s you are awars, relates 1o the HSR teview dnd inquiries conducted by the Antitrust
Division of the U.S. Department of Justice (“DOJ”). For some time now Humana has been
striving to reach and memorialize a definitive agreement with DOJ that will adequately address
its concerns while also allowing the parties to close the acquisition within the coming days.
Humana remains optimistic that will be accomplished and recognizes that a resolution
aceeptable to DOY will involve an agreement to divest or transfer, after closing, certain speeified
assets and operations in several states other than Washingten. No such divestitures have been
proposed or will be required of any assets or operations within Washington.

The parties’ testimony will also show that, given terms of the Merger Agreement the
Agresment can be terminated, in which event the transaction would not be consummated, if the
Conunissionet’s approval is not obtained by March 31, 2012, That date falls on a Saturday.

Accordingly, we respectfully ask that you approve the proposed doquisition at the conelusion of

this hearing and enter a formal order of approval no-later than March 30, 2012, Humana and

Arcadian undststend that the oxder can properly include an appropriate condition regarding
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regsolution of the HSR process on terms that DOJ ultimately accepts in its sole discretion.
Accordingly, the Applicants request the Commissioner’s approval of their Form A-

Statement and proposed acquisition of control of Arcadian on terms consistent with the amended

Merger Agreement in sccordance with RCW 48.31C.030. 1 will be pleased to address any

additiona! issues that may arise or otherwise be-of assistance at the hearing.
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1 BEFORE THE STATE OF WASHINGTON '
2 OFFICE. OF THE INSURANCE COMMISSONER
|| Inthe Matter of the Proposed ) No. 12-001G"
4 Acquisition of Control of: : )
: )
5 'ARCADIAN HEALTH PLAN, INC,, )
a domestic Washington health care )
6 service contractor )
7 )
By: )
8 )
HUMANA INC. ‘ )
9 and its whelly owned subsidiary )
HUMSOL, INC. )
10
11 :
12 PREFILED DIRECT TESTIMONY OF JOSEPH C. VENTURA
ON BEHALF OF THE APPLICANTS
13 . "
Introduction
14
) 5 1. Please state your name for the record.
16 Joseph C. Ventura
17 2. Please state for the record your purpose in being here today,
18 I am Legal Counsel and Assistant Corporate Secretary of Flumana Inc. and also
19 of its subéiﬂiary Humsol, Inc. I will be referring to Humana Inc. simply as
20 ' ‘ ‘ .
“Humana,” its subsidiary in question as “Humsol,” and them together as the:
21 : .
“Applicants”. T am pleased to testify in this hearing on the Applicants’ behalf in
22 S ' : ,
2 support of their application that is pending with the Washington State Office of-
'24. the Insurance Commissioner requesting approval of their proposed acquisition of
25 control (“Proposed Acquisition”) of Arcadian Health Plan, Inc, (“AHP”), AHP is
26
27




one of six wholly owned subsidiaries of Arcadian Management Services, Inc.

(“Arcadian Management”).

. Please desctibe your educational background.

In 1997 I received a Bachelor of Arts degree from the University of Richmond in
Richmond, Virginia, and then in 2003 received a law degree from the University

of Virginia,

. In what jurisdictions are you licensed to practice law?

1 was first admitted to the Bar of New York State, in 2004, and later, in

connection with joining Humana, was admitted to the Bar of the Commonwealth

of Kentucky with a limited practice license in March, 2009,

. How long have you been employed by your current employer, and what are your duties?

1 have been employed as part of Humana’s Law Department since January, 2009.
Before then, from September 2003 through'the end of 2008, 1 worked as an

associate in the New York City office of Alston & Bird LLP. My responsibilities

at Humana are similar fo those from private practice: advice on compliance and
-disclosure obligations under federal securities laws, stock exchange regulations,

_and the Sarbanes-Oxley Act, and imblic and private mergers and acquisitions. In

addition t{; working with Corporate Secretary Joan Lenahan on those matters, I
am also responsible together with her for overseeing regu]afory ﬁiings in
connection with cgrtain rtransactions, such as thelFor’m A applications filed with
the Washixigton QIC and with other state insurance 1-'egﬁ_lators in connection with’

the Proposed Acquisition.
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6. Have you been authorized by the Applicants to speak on their behalf at this Form A

hearing?

Yes, | have been so anthorized.

. What is the basis for your information and knowledge about the Proposed Acquisition

that is described in the Form A Statement?

1 arficipated in negotiations, preparation of certain transaction documents, and
p p g

due diligeﬁce for the proposed acquisition of Arcadian Management and its
subsidiaries, including AHP. I have reviewed the Merger Agreement, the First
Amendment to the Merger Agreement, the Amended and Restateﬁ First

Amendment to the Merger Agreemiont and many related documents. I also
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assisted in preparing or supervising preparation of the Form A Statement that
was filed with OIC, along with similar applications that were filed with regulatory
agencies of other states. In addition, based on interactions and conferences with

others at Humana and my review of relevant materials, I am familiar with

Humana’s submissions and other writien commuhicatiuné to the United States -

Department of Justice and Federal Trade Cominissipn under the Hart-Scott-

“Rodino or HSR Act and with written communications that Humana has received

from these federal government bodies relating to the Proposed Transaction.

. As part of this involvement, have you reviewed the Form A Statement and the

éupplementai information and materials provided to the Washington State Office of the

Insurance Commissioner relating to the Proposed Acquisitibn, as already admitted into

evidence as exhibits to this hearing?

Yes.
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10.

Corporate Structure and Entities

‘Please describe the entities involved in the Proposed Acquisitioh.

The Applicants are acquiring all the capital stock of Arcadian Managemeﬁt,
which is the parént company of AHP, Upon closing the Proposed Acquisition,
Humana will own all of the then issued and outstanding capital stock of Arcadian
Management and thus, indirectly, of AHP. | The record holders of a majority of
the outstanding stock of Arcadian Management are also parties to the Merger
Agreement.

Please describe the corporate structure of the Applicants.l

Humana was organized as a Delaware Corporation in 1964. It is the ultimate

12
13

14

15

16

17

18

19
20
91

22

2
24
25
2%
27
28

11

parent corporation of an insurance holding company system comprised of virious
licensed and unlicensed entities. Humana is publicly held, with its common stock
listed on the New York Stock Exchange; In complianee with federal securities law,

Humana regularly files with the Securitics and Exchange Commission and

publishes detailed periodic reports, which present extensive information about -
Humana’s operations, financial condition, and regulatory obligations, amung'

_.other subjects. Humsol was inclorporated on August .11, 2011 as a Delaware

general business corporation. It is a wholly owned subsidiary of Humana formed

solely to facilitate the Proposed Acq'uisition and is to be merged out of existence at ,

closing.

Please identify mote precisely the Merger Agreement and any Amendment to it or

anciilary agreements between the parties.
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Humana and Arcadian entered into the Agre_ement and Plan of Merger dated as
of Angust 24, 2011 (“Merger Agreement”), a complete copy of which is included
in the Form A as Ekhibit 1-A. Disclosure Schedules to the Merger Agreement are
included as Exhibit 1-B.

On January 19,‘2012, Hunmana and the Stockholder Representative designated in
the Merger Agreement entered into a letter agreement that was submitted to OIC

on February 2, 2012 (the “Letter Agreement”). The letter agreement provides in

effect that, subject to a proviso, neither Humana nor Arcadian Management will

terminate the Merger Agreement before April 1, 2012, as a result solelj/ of the

failure to obtain any regulatory approval, clearance, or end of a waiting period

11
12
13
1
15
16
17
18
19
20
21
22
23

4

25

2% |

27
28

required by subsections 10.1(b) or 10.1(c) of the Merger Agreement. Those
conditions include, among others, approval of the Form A filed with OXC and
resolution of the HSR review process.

Subsequently, as of January 31, 2012, certain parties entered into the First

Amendment to Agreement and Plan of Merger (the “First Amen&ment”). At the -

time of signing of this prefiled testimony, the parties are completing-an Amended

and Restated First Amendment to Agreement and Plan of Merger (the “Restated

First Amendment”), Thel material effects of the First Amendment include {a)

reducing the Purchase Price from $150 million to $130 million, (B) reducing the

cap or limit on certain indemnifications to §24 million, and (c) adding provisions

regarding the potenﬁal' divestiture or retention of specified assets, although none’

in the State of Washington. The Restated First Amendment will add provisibns

velating principally to various rights of the sharcholders of Arcadian
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12.

13.

Management, without altering the substance of other provisions in the Kirst
‘Amendment. The Restated First Amendment does not change the structure of the

transaction, AFIP’s operations up to closing wnder its current ownership and

management, or Humana’s plans for the management, operations, and financing -

of _AHP after closing, all as described in the Form A and other materials
submitted to OIC.

How will the Purchase Price be funded?

Humana will pay the Purchase Price with cash on hand. No borrowed funds or
ofher outside finaneing will be used to pay the Purcha;se Price.

How were the terms of the Proposed Acquisition reached?

1
12
13
14
]

16

17
18
19
20
21
22
2

4

25
26
27
28

14. Does the Merger Agreement requiré that certain regulatory approvals and reviews of

The terms of the Proposed Acquisition result from good faith, arm’s length
negotiations between the parties, Humana and Arcadian Management each
engaged independent financial and legal advisors in connection with negotiating

the Proposed Acquisition. In addition, the sharcholders of Arcadian Management

that are 'parties “to the Mergér ' Agreement designﬁted a Stockholders’ -

.Representative,

the transactions for which it provides be obtained and completed before and as
conditions to élosing?

Yes. Section 10 of the Merger Agrecment sets forth conditions te closing,

including the receipt of all approvals, consents, orders, and waivers or expirations’

of waiting periods under state regulatory requirements, as well as the expiration




15,

of all applicable waiting periods and the receipt of any and all other approvals

required under federal antitrust laws,

Does the Merger Agreement also include provisions regarding its possible termination
at the election or action of one or more of the parties to it?

Yes. Section 12 of the Merger Agl;eement sets forth provisions for its possible
termination, including a provision that the Morger Agreeﬁlent may be terminated
at the election either of Humana or of Arcadian if the Closing has not occurred by

Mareh 31, 2012.

16. Does Humana understand that, and is it prepared to accept, an OIC approval order for

the Proposed Acquisition which includes a condition reia;cing to resolution of the HSR
process on teﬁns acceptable to DOJ? |

Yes. We fully understand OIC and fum; Honor’s concern that nothing in an
order approving the Proposed Acﬂuisifion interfere with or constrain DOJ's

authority and discretion in resolving the HSR process, We are confident that a

suitable condition can be devised and included in'an appro;ifal order to that effect
.and that still enables to parties to close, upon resolation of the HSR review, and

~witheut requiring subsequent review or action by, or further order of, OIC,

In light of our antitrust counsel’s communications with DOJ following its receipt
of your Honor’s letter, Humana asked OIC staff to consider the folléwin’g wording;

“WHEREFORE, it is hercby ORDERED that the Applicants’ request for

approval of the acquisition of control of the Washing)‘.un health plan service

contractor 1S HEREBY APPROVED; subject, however, to the condition that the

Applicants submit, within 120 days of the execution of this Order, evidence
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satisfactory to the Cominissioner of termination or expiration of the applicable
waiting period under 15 U.S.C. 18a or filing of an Asset Preservation Order and
Proposed Final Judgment in federal distriet court by the United States
Department of Justice in connection with its investigation of the acquisition.”
Humana believes this wording is consistent with both the Washington Insurance
Code and federal antitrust law., We understand of course that the Hearing
Officer will determine the definitive terms,‘provisions, and conditions of any
order that approves the Form A and the Proposed Acquisition.

Assuming for purposes of this question that the Applicants’ Form A Statemént filed

with QIC is approved at the conclusion of this hearing on terms and conditions that are

11
12
13
14
15
16
17
18
19
20
21
22

23
24

25
26
27
28

18,

consistent with the Merger Agreerment as amended and with the Form A, does Humana
expect to be able to close this transaction by March 31, 20127
Yes, if OIC’s approval is given at ﬁle cohclusitin of this hearing, Humana believes
the closing could be conducted by March 31, 2012,
Have you become familiaf with the HSR process in general, Hﬁmana’_s filings §vith and
submissions to DOJ in connection with this Proposed Aoquisition,‘ and wtitten
_communications that Humana has delivered to or received férom DOJ relatil'lg thereto?
Yes. Allov;r m‘e to add th.alf n.mst of Humana'’s communications with DOJ have
been chnducte& by or with the assist_alice of Humana’s outside antitrust ‘céunsel in

Washington, D.C. I have not routinely participated in their telephonic or in-

person communications with DOJ officials, bat nevé_rthelessl have gained

familiarity with the HSR process regarding this transaction within the terms you

asked.
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19. Ploase describe Humana’s HSR process with respect to the Proposed Acquisition.

‘Humana filed the HSR pre-merger notification statement on September 8, 2011,

and at the request of the DOJ withdrew and refiled the potification statement on
October 12, 2011. In the statement, the parties reﬁuested early termination of the
HSR waiting period, On November 14, 2011, Humana and Arcadian Management
received a letter from the DOJ (termed a “Second Request Letter”) requesting
additional information and documents, including detailed market share data with
respect to the Medicare Advantage business in speciﬂéd counties in a number of
states where both Humana and Arcadi_an Man.agement operate Medicare

Advantage plans, Notably, DOJ did not request any additional information or

1l
12
13
14
15
16
17
18
19
20
21
2
3

24

25
26
27
28

data regarding the business or operations of Humana or Arcadian Management
in the State of Washington. .

Since receiving the Second Request Letter, Humana has been negotiating with the

DOJ to reach a definitive agreement on terms that will allow the parties to close

the Proposed Transaction by March 31, 2012, on terms - ¢onsistent with the -

amended Merger Agreement. Based on discussions to date with the DOJ,

Humana expeets that the agreement with DOJ, if reached as anticipated, will

require Humana to divest ‘certain specified Medicare Advantage plan assets and

operations to qualified competitors. Notably, nome of the assets under

éonsideration for divestiture by Humana. are located within jurisdiction of the

State of Washington. An exhibit to-the Fist Amendment identifies the assets or’

operations to be sold and the counties in those other states where they are located.
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20, Did Humana inform promptly inform OIC that it had received the second request from
! DOJ, and not e'arly termination of the HSR waiting period as you had hoped earlier? !1
2 Yes. Immediately after receiving the second request letter from DOJ, among
i other steps our outside counsel informed by email notification each state
5 regulatory agency with which we had filed a From A (including OIC) that the l
6 DOJ had delivered that request. We believed at the time that the Second Request :
i Letter and the further HSR review that followed did not require amending the 1
8 Form A under Washington ¥Form A statutes. Xf OIC has come to consider that an
9 amendment would have been appropriate, we apoloﬁhe for any misundcrstand or ll
19 lapse in communications; | | |
H 21, Are you aware of and do you agree with Ms, Lenahan’s testimony to the effect that the
12 Form A, as supplemented by Humana’s subsequent and continuing submissions to OIC,
14 remaints complete in all material resﬁecté? |
15 Yes. As stated, we belfeve that Humana has responded prompily and adequately !
' 16 to all requests ﬁnd questions from OIC. l
17 || Conglusion | i
18 11" 22, s there anything else that you would like to add at this time? 3
19. No, but thank you for the ‘op[‘mrtunity‘ to testify on tht;, Applicants’ behalf in this
2 hearing, | l
21 |
2
.23 }
24 |
25 i
26
27 '5
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‘The above testimony is true, correct and complete to the best of my knowledge and

given subject to the laws of perjury of the State of Washington.

Name: Joseph C. Ventura

Title: Legal Counsel & Assistant Corporate Secretary
Humana Inc. and Humsol, Ine, ‘

Date; March__,2012 -

MIAMI/A4276458.2
074832.06690
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HEARING ON ACQUISITION OF CONTROL ph’
REFORE THE STATE OF WAS-HIN%%ZTM%? A

. OFFICE OF THE INSURANCE COMMISSONER
In the Matter of the Propoesed ) No. L2400+ .
4 || Acquisition of Control of: ' )
| )
5 ARCADIAN HEALTH PLAN, INC,, )
' a domestic ' Washington health care )
6 service contractor ‘ )
' )
{ By: )
8 L A )
‘ HUMANA INC. , )
9 and its wholly owned subsidiary )
HUMSOL, INC. }
16
1
§! , '
17 PREFILED DIRECT TESTIMONY OF JOAN O. LENAHAN
- ON BEHALE OF THE APPLICANTS |
13 -
Iniroduction '
14
;x; 1. Please state your neane for the record.
1 Ci‘ Joan . Lenahan
17 |} 2.. Please state for the record your purpose in being here today. |
1% | am the Corporate Secretary and & Viee President of Humana Inc. and of its
19 wholly owned subsidiary Humsol, Ine, T will be referring to Humana [ne. simply
20 as “Humana,” its subsidiary in question as “Humsol,” and them together as the
21
“Applicants”. Thank you for the opportonity to testify in this hearing on the
22 ' ' 1
Applicants’ belialf in support of their application that is pending with the i
23 '
4 Washington State Offive of the Insurance Contmissioner requesting approval of
: "5 their proposed acquisition of control (“Proposed Acquisition”) of Arcadian Health
26 Plan, Ine, (FAHP”).
27




3. What are the companies that fited the Form A Staternent?
: Humana, on its behalf anil on behalf of Humsel, filed the Form A Statement or I
7
j application with the Office of the Insurance Commissioner (“61('3”) on or about |
4 September 22, 2011 (the “Form A Statement”), ‘E
5 ||4. Please describe your educational background. :
& 1 have a Bachelor of Arts degree from Spalding University. k
7 | 5, How long have you been employed by your currenf employer? 3
8 I first beeame employed by Humana in 1972 and continuously since July 1, 1994, !
7 have been its Corporate Seeretary. My duties in that capaeity include, among |
:) others, maintaining oi’ficiall corporate records of bbztrd of directors and I
;2 —: shareholder meetings and actions, and also oversecing our procedures and filings i
13 for requesting aud obtaining state insurance regulatory approvals and permifs of
14 various kinds. Those filings inclade in particufar the Form A and similar
15 applications that Humana files in on.e of more states in {;{)nﬁcctiim with acquiring
16 entitics that hold state cevtificates of authority or licenses for which applicable law :
17 of the various states vequires such permits and applications. :
1% 6, Have you been authorized by the Applicants to speak on their behalf at this F();rfn A |
v _iiaafilmg‘z | *
20 |
21 Yes. 1‘
29 7. What is the basis for your information and knowledge about the Proposed Acquisiﬁon ‘
23 that is deseribed in the Form A Statement? |
| 24 Y was involved at an exevubive level in the negotintions and due G:iligence for the '
23 acquisition of Arcadian Management and its subsidiaries, including ATP. I have :
26
27



veviewed the Merger Agreement (as discussed further below) and related
documents. In addition, I supervised preparation of, veviewed, and signed on

behalf of the Applicants the Form A Staternent that was submitted to OIC,

3
4 |18 Do you believe that the Form A Statement, taken together with all the supplemental ;
5 information and materials provided to OIC up to this time, are complete, true and, as |
6 supplemented, current in all material respects?
- |
7 Yes, Mumana stands ready to vespond to any guestions and requests that OIC !
§ may have, and we endeavored to respond promptly and fally to all that we have i
received |
I 0 v o s + ) . - é
9. Were Arcadian Management and AHP provided with a copy of the Form A Statement ;
g . |
P and the supplemental materials the Applicants submiited? i
' |
]3 YQS. 1
14 || Deseription of the Proposed Acquisition I
15 10, Please provide a brief description of the principal components of the Proposed
16 Acquisition. ‘
The Proposed Acquisition of controel of AHP will be accomplished by a statutory
18 :
merger of Humsol, which is a direct, wholly owned subsidiary of Humana, formed ?
19 : ,f
28 to effect the acquisition, with and into Arcadian Management in accordance with |
21 their Agreement and Plan of Merger dated as of August 24, 2011, as amended to
) date (the “Merger Agreement”), Humana will thereby own ali of the then issued -
23 and ontstanding capital stock of Arcadian Managemenf and thus, indirectly, of :
. |
24 AHP. A more detailed summary of the original Merger Agreemenut and the closing ‘
2 transactions is aftached as Exhibit 2 to the Form A !
26
27
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11. What prompted the Applicants to pursue the acquisition of AHP?

When the trapsaction was being evaluated and negotiated, Humana’s
management concluded that Arcadian Management as a whole, and AHP in

particular, coutd be an attractive and advantageous aequisition for Humana,

largely because of the geographic market expansion it can bring. In addition to

providing an entry into the especially large California market, where Arcadian
Mansgement malntains its eorporate headquarters, of at least equal importance is
that the transaction will give MWumana a larger footprint and improved
opportunities in several states across the county, including Washington, that

Humans believes are important to continued growth of its Medicare plans,

—tt

membership, and provider networks. We are confident the Proposed Acquisition
will eﬁ-hﬂnea AHP’s abilitles and resources fo serve its currenf and future
mwembers due to, first, Humana’s Vifinunciai apd managerial strength, st‘nl:rility,-and
resources, and sccond, the growing network of Humata providers to whom

ATIP's members will have aceess nftev closing and in the future, We believe that

Humana’s financial strength and extensive experience nationwide in the Medicare

Advantage business, and particalarly in designing and operating combined MA
and Part D plans, will significantly increase AHDP?s abilities to serve its members

going forward,

Hinancial Condition of the Apolicants

12, Describe generally the finaneial condition of Humana.

For its fiscal year ended December 31, 2011, Humuna had over $36.8 hillion in

revenue, approximately $1.4 billion in net income, and approximately $8 billion in
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stockholders' equity, Based an our revenues, we are one of the largest health eare
companies in the U‘nited States. The financial statements of Humana, as provided
with the Formr A Statement filed with OIC and fe-adily available o both
vegulators and the public on through websites maintained by Humana, the SEC,

and others, also reflect the strong financial condition of Humana.

Benefits of the Proposed Acquisition and Future Plans for AHP

13,

I Humana’s view, what are the primary benefits of the Proposed Acquisition to AHP
and its members ?
We are confident the Proposed Acquisition will enhance AMP’s abilities and

resources fo serve its eurrent and future members due to, first, Humana’s

4.

financial and managerial atrength, stabi]ity-, and resources, angd second, the
growing network of Humana providers to whom AKP’s members will have access
after closing and in the future, We believe that Humana’s financial strength and
extensive experience nationwide in the Medicare Advantuge business, and
particularly in designing and operaling combined MA and Part D plans, will

significantly increase AHP?s abilities to serve its members going forward.

Have any objections or congerns been received by the Applicants with respect to the .

transaction?

To our knowledge, the only concern or objection that has been expressed by any
governmental or regulatory authority is the review and 'inciuiry conducted by the
United States Department of Justice (“DOJ”) under th(;. Hart-Scott-Rodine Act
regarding the Proposed Acquisition’s potential effects on competition in the

Medicare Advaniage business in particular in certain counties of several states

Py




other than Washington. The Amended and Restated First Amendment fo the
Merger Agreement refleets the basic terms on which the parties anticipate
resolving DOJ’s concerns. My colleague Joseph Ventura will address this subject

further in his testimony.

Other Regalatory Reviews of the Proposed Acquisit.ifm

15, Other than the Form A Statement that is the subject of the hearing, are the Applicants

required to receive any other regulatory approvals of the Proposed Acquisition of AHP? .

Yes. As mentioned, Humana filed a pre-merger notification statement under the
Hart-Seoti-Rodine Aet with the U.S. Department of Justice and Federal Trade

Commission and has been working closely with DOJ to bring the review to a

consensual conclusion that will enable closing this transaction in the coming days.
fo add.ition., Fumana has received approval of Form A applications concerning its
acquisition of control of AHP from the Departments of Insurance of Texas and of
Arizona, Similarly, Humana has rizcjtsi‘ve{l approval of Form A applications from
the insuranee regulators of several other states relating to different subsidiaries of

Arcadian Management.

Shareholder Approval

16. Has the Merger Agreement received the approval of AHP shareholders?

Yes, A copy of the consent action of Arcadian Management’s shareholders
relating to the Merger Agreement is attached as Exhibit 12 to the Form A
Statement. We understand that a witness for Arcadisn Mauagement will address

this point as well,
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17.

Statutory Criteria

After the change of control, is there any question that AHP which is the subject of the
Form A application that has been submitted to OIC will be able to satisiy the
requirements for registration as a health garrier, as contemplated by RCW
48,31C.030(5)(a)(D)?

As indicated in the Form A Statement as supplemented, there is no yuestion that
AHP will contiiue to satisty the requirements for registration as a health earrier

in the State of Washington.

. The Revised Code of Washington sets forth criteria for the Commissioner to consider

in approving the Proposed Acquisition. With respect to AHP, which is the subject of

the Form A application that has been submitted to the Washington 0IC, has the anti-
frust section of the office of the attorney general or any federal anti-trust enforcement
agency underiaken a review of the proposed acquisition?

Yes, both have done so. The Office of the Attorney General of the State of
Washington submitted a letter to the OFC on December 13, 2011, stating that the
Antitrust Division of the A;tm‘my General’s Office had uwndertaken a merger
review of the proposed acquisition and had concluded that, “based on a review of

the information {that has been provided to [the Office], there does not appear to be

sufficient evidence to conclude that the propoesed acquisition of Arcadian '

warrants legal action by the Atiorney General’s Office.” In addition, pursuant o

a letter dated November 14, 2011, from the United States Department of Justice ~

Antitrust Diviston to Humana, the DOJ informed the (Zmﬁpaxi‘y that, pursnant te |

applicable sections of fedoral antitrust vegulations, the Antitrust Division was
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19.

requesting additional information and documents relevant to the proposed
acquisition iiy Humana of Arcadian Management, Mr. Ventura will address the
status of DOJ’s review and Humana’s expectation for resolving it satisfactorily in
the cmning.daysw

Is the financial condition of the Applicants such that it would jeopardize the financial
stability of AP, which is the subject of the Form A application, or prejudice the
interests of its subscribers, as contemplated by RCW 48.31C.030(5)@)INHCHD?

Mo, For its fiscal year ending December 31, 2011, Humana had $36.8 billion in
revenue and approximately $1.4 billion in net income and by thosalmeasures is

one of the largest health care companies in the United States. With its linancial

strength, Humana believes that the acquisition not only will not jeopavrdize the
financial stability of AHP or its parent coyporation Arcadian Management or
prejudice the interest of its subscribers, but to the contrary is expected fo
snbstantially strengthen AWP’s financial stability -and ability to serve its
subscribers with Flumana as its parent corporation, Further; Humana and OIC
are discussing a financial provision to include in any approval order t'hai-is

designed o provide condinuing assurance of AHP’s future fimancial compliance,

20. Do the Applicants have any plans or proposals to lquidate AHP, sell its assels,

congolidate or merge it with any person, or make any other material change in {8

business or corporate structurs or management wiieh are unfair and unicasonable to
subseribers of AHP and not in the public interest, as contemplated by RCW

48,31C.030(5)a) il CHIN?

e
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No. As stated in the Form A, the AppHeants have no plans to liguidate AHP, to

sell its agsets to or merge or consolidate it with any person or persons, or to make

any othér mat_eriai change in ifs business operations or corporate structure, apart

from replacing its officers and directors, The Applcants have provided to tﬁe

Commissioner L;i)nzl‘idﬁntiai proforma finaneial projections for AHP for a period
of time after closing.

As noted in the Form A Statement, the current directors and officers of AHP will
be replaced by persons who are current directors and/or officers of the Applicants.
Also, as part of -the merger of Humsol with and into Arcadian Management, the

governance documents of Humsol, including the Certifieate of Incorporation and

[
»3
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Bylaws attached to the Form A Statement at Exhibits 8 and Exhibit 9 respectively,
will become the governance documents of Argadian Management upon eiﬂsing.
We believe that these changes are fair and reasonable to the subscribers of AHP
and are in the public interest. |

Are the competence, experience, and integrity of those persons who would conirol the
operation af AMP such that it would not be in the interest of subscribers of AHP and of
the public to permit the acquistion, as contemplated by RCW
48,31C.030(5)(@)EHCHIN?

No. The competence, experience, and integrity of those persons who will conirol
AHP ave such that it would be in the interest of subscribers of Arcadian and of
the publie {o permit the Proposed Acquisition of Ar#z‘t-dian Management and its

subsidiaries, ncluding AHP,




1.} Jorek

a3

w8 =3 on th B

'The names and addresses of the directors and executive officers of Humana were

attached to the Form A Statement at Exhibit 6.

The names and addresses of the divectors and executive pfﬁcers of Humsol were

attached to the Form A Statement at Kxhibit 7.

Ay explained previously, the current directors and officers of Arcadian

Management and of AHP will be replaced by persons who are current directors

and/or officers of Humsol.

22. Ts there anything about the acquisition that is likely to he hazardous or prejudicial to

fhe Ingurance-buying public, as contemplated by RCW 48.31C.030(5)( a)(ii)((iﬁ)(l’V}‘? _

No. To the confrary, Humana is confident that the Proposed Acquisition will be

16

beneficial to AHP’s current and future members and thus to the wider
Washington insurance-buying public. AHP and its members will benefit from
Humana’s reseurces and systems, including provider network, and members will
be assured of continuity and stability in the services and bencfits available to them.

Conelusion

23, 1s there anything else that you would like to add at this time?
On hehalf of the Applicants, we want to thank you very much for scheduling and
conducting this hearing i‘()dﬁy snd also to thank all of the OIC officials who have
participated in reviewing the Form A Statement, preparing for and participating
in this hearing, and for their recommendation in favor of approving Humana’s
application on terms that will allow a timely closing.

The af;»m’e testimony is true, correct and complele to the best af my knowledge ond given

subject lo the laws of perjury of the State of Washington.
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BEFORE THE INSURANCE COMMISSIONER
OF THE STATE OF WASHINGTON

| Control oft

In-the-Matter-of the- Proposed-Acquisition-of —— Ne,12-0010

ARCADIAN HEALTH PLAN, INC,, 2
‘Washington Health Care Service Contractor,

By PRE-FILED CLOSING STATEMENT

HUMANA TNC,, a Delaware cotporation, and
its wholly owned subsidiary HUMSOL, INC,
a Delaware corporation

PRE-FILED CLOSING STATEMENT OF:

Gary P, Timin
Squire Sanders (US) LLP
Representing Flumana Ine. and Humsol, Inc.
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CLOSING STATEMENT ON BEHALF OF THE APPLICANTS

On behalf of the Applicants, thank you to your Honor and to the Office of the Washington

Insurance Commigsioner for today’s hearing and for your consideration of the proposed

acquisition (the “Acquisition’) of Arcadian IHealth Plan, Inc. (*Arcadian™) by Humana Inc.

(“Humana”) and its wholly owned subsidiary Humsol, Inc. {together, the “Applicants™).

As the testimony reflected, the Acquisition is fair, equitable, and consistent with governing

Washington law, No reasonable objection fo it exists or has been asserfed in this proceeding,

The requirements of RCW 48.31C,030 are satisfied. In particular, the testimony demonstrated

that:

® After. the Acquisition, Arcadian will continue fo satisfy the
requirements for registration in Washington as a health carrier;

. 3] ] 2 33 — o — ot — — St poda
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® The Acqu-i'éitinn will not substantially lessen competition or tend to
oreate a mosopoly in the health coverage business in Washington;

¢ ‘The financial condition of Humana is such that it does not jeopardize
the financial stability of the health carrier, nor prejudice the interests of
its subscribers. In fact, the financial condition and resowrces of
Humana will materially strengthen the financial stability of Arcadian,
thereby enhancing the intetests of subseribers or members;

& There is no plan to make any material change to the health carrier’s
operation which would be unfair and unreasonable to its subsoribers
and not in the public interest. On the contrary, because of Humana's
financial and menagerial resources and its larger provider network,
Arcadian’s operation for its subscribers will be enhanced;

& The competence, experience, and integrity of those persons who will
control the operation of the health carrier are in the interest of the
subscribers and of the publicy in the regard, the Commissioner has
never objected to any director or officer of the Humana companies
already licensed and operating in Washington serving in their
respective capacities; and last o

» The Acquisition will not be hazardous or prejudicial to the insurance
buying public; indeed, the Applicants beliove the Acquisition will

benefit Arcadian’s present and future member and the insurance
consumers of Washington,

Tn the Notice of Hearing in this matter, your Honor stated that if all necessary statutory

“1-




1 || findings can be made based on the evidence presented at today’s hearing -- with the single
2 excéption of final resolution of the antittust review that has been the subject of the U.S,

3 Department of Justice (“:‘DOJ”) process, if tesolution is not yet achieved — then an Order |
4 approving the Acquiéitibn will be issued, conditioned upon final resolutioﬁ by the DOJ. B
5 Accordingly, Applicants respectfully request the Commissioner’s official approval of the
6 Proposed Acquisition and request that an appropriate Approval Order be issued forthwith and in i
7 any event 1o later than March 30, 2012,
8 | |
; Dated: March 22, 2012 i
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