BTATE INSURANGE COMMISSIONER

STATE OF WASHINGTON :
Phone: {360} 7257000

MIXE KREIDLER ,
WWLINEUIBNGE, WL 0oV

Please Reply to: PO Box 40259
Olympla, WA 98504-3256

Fax: (360} 586-2022

OFFICE OF

November 9, 2012 INSURANCE COMMISSIONER
MEREDITH VAUGHAN

DIRECTOR, STRATEGY AND PLANNING

PEACEHEALTH

14432 SE EASTGATE WAY, SUITE 300
BELLEVUE, WA 98007-6412

Re: Form A F;Img dated September 28, 2012 - Proposed Acquisition of Control of
Columbia United Providers inc. (*CUP")

Daar Ms. Vaughan:

We are continuing our review of the responss to our leiter dated October 8, 2012, The
OIC review is on hold until we receive your response to this letter. Please respond in the
order as presented in this letter,

"The Form A filing does not include the following items as required by RCW 48.31C.030.
Please submit these items as referenced below.

1. Item 4 - Please provide the board resolution from Southwest Washington Health
System regarding this proposed transaction. Please explain why there is to be
“no consideration” for this transaction. Is there a proposed agreement between
Southwest Washington Health System and PeaceHeaith that formally acidresses
the proposed transaction?

We also request the following items for discussion o be submitted in the order to obtain
a better understanding about CUP, PeaceHsalth, its affiliates and its business, Please
sui}mit these items as referenced below:

2. Please provide any agreement that supports the proposed transaction between
PeaceHealth and Scuthwest Washington Heailth System, if not already
submifted in [tem #1 above,

3. Piease provide a listing of the current directors and officers of Southwest
Washington Health System that are also have a trustse or officer capacity with
Peacetiealth.

4. Please provide the latest internal financial statements of Southwest Washington
Health System as of September 30, 2012, if any.

Maiting Address: PO, Box 40255 » Olymgia, WA 9R504-0255
Strest Address: 5000 Capilol Blvd. = Tumwater, WA 98501
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Pastuch, Ren (OIC)

From: _ Vaughan, Meredith [MVaughan2@peacehealth.org]

Sent: Monday, November 18, 2012 2:19 PM

To: OIC Company Supetvision Filings

Ce: Pastuch, Ron {QIC)

Subject: PeaceHealth: 9/28 Form A Filing: Response to 2nd Reguest for Additional information -

Attachments: CIC PeaceHealth Cover Letter Form A 2nd Response-FINAL-Nov_19 2012 pdf; QIC Form A
2nd Response FINAL 11_19_2012.pdf, Attachment A Copy of SWHS Consol 0912 for Ins
Com.pdf

importance: High

To Whom it May Concern:
Attached is PeaceHealth’s response to the OIC’s 2™ request for further information from the 9/28 Form A filing.
Please let me know if any questions

Thank you
Meredith Vaughan

Meredith Vaughan

System Director, Planning and Strategy
PeaceHealth

(425) 649-3885

Mvaughan2 @peacehealth.org

This message is intended solely for the use of the individual and entity to whom it is addressed, and may
contain information that is privileged, confidential, and exempt from disclosure under applicable statc and
federal laws. If you are not the addressee, or are not authorized to receive for the intended addressee, you are
hereby notified that you may not use, copy, distribute, or disclose to anyone this message or the information
contained herein. If you have reeeived this message in error, immediately advise the sender by reply cmail and
destroy this message.




PeaceHealth

November 19, 2012

Ronald Pastuch, Holding Company Manager
Office of the Insurance Commissioner

State of Washington

5000 Capitol Blvd.,

Tumwater, WA 98501

RE: Form A Filing Dated Septemiber 28, 2012 — Proposed Acquisition of Conirol
of Columbia United Providers

Dear Mr. Pastuch:

In responsc to your second request for further information regarding PeaccHealth’s Form
A filing on September 28, 2012, attached you will {ind cur response for each question
and the documents necessary to coraplete this request.

As I have discussed with you, we are quickly approaching our proposed Closing date of
December 31, 2012 and are hopeful that your office will be able to complete the review,
schedule a hearing, and issue a ruling by or before that date.

Please feel free to contact me at (425) 649-3885 at any time with questions,

Sincerzely,
A e S

L RV C g (@f M
Meredith Vaughan

System Director, Planning and Sirategy

CC: Peter Adler, Scnior Vice President, Strategy, Innovation and Development

14432 8T HEastgale Way, Suite 300, Bellavie, WA 58007-6:112 Gd5- 77 ETEL
wwwe, peaceleallh.org 425-649-3825 eax




November 19, 2012

PeaceHealth Response to OIC 2™ Request for Supplemental Information to Form A Filing of

9/28/2012

1. item 4 -Please provide the Board Resolution from Southwest Washington Health System regarding

this proposed transaction. Please expiain why there is to be ‘no consideration’ for this transaction, Is

there a proposed agreement between Southwest Washington Health System and PeaceHealth that
formally addresses the proposed transaction?

As addressed in the previous response, dated 10/16/12:

The Southwest Health System Board passed a motion recommending that it merge with PeaceHealth,
At the April 18, 2012 Southwest Washington Health System/PeaceHealth Southwest Medical Center
Board of Directors meeting, the foliowing motion was approved and documented:

Motion: A motion was made, seconded and passed unanimously to communicate to the PH System

Board that the SWHS Board is prepared to complete the affiliation and terminate the seporate 501{c)(3}.

PeaceHealth has not yet passed any resolutions. We anticipate that PeaceHeaith and the Southwest
Health System will both pass all resolutions necessary to accomplish statutory mergers in the next 6-8
weeks. Those resolutions would be premature now, though, because we do not intend to merge
Scuthwest Health System into PeaceHealth until such time as the change of control over Columbia
United Providers has been approved by the Washington State Office of the Insurance Commissicner.

Both PeaceHealth and Southwest Health System are 501{c)3, tax exempt, Washington

corporations. Typical for not-for-profit corporation mergers, the merging of SWHS into PeaceHealth
does not involve any consideration being paid, as alt assets and Habilities of SWHS will be merged into
PeaceHealth.

2. Please provide any agreement that supports the proposed transaction between PeaceHealth and
Southwest Washington Heaith System, if not already submitted in #1 above. '

Not Applicable

3, Please provide a listing of the current directors and officers of Southwest Washington Health
System that also have a trustee or cfficer capacity with PeaceHealth.

The current directors and officers of Scuthwest Washington Health System {SWHS) are listed below.
There are two officers that are employees of PeaceHealth, loseph M. Kortum and Thomas Haywood.
Their PeaceHealth titles are indicated in the table below. No SWHS Officer or Director have trustee or
officer roles with PeaceHealth, '



November 19, 2012

SWHS Officer Information:

Name

Address

Officer

Joseph M, Kortum

PO Box 1600

Vancouver, WA 98668

President and CEQ

*PeaceHealth: Network CEQ,
Columbia Network

Thomas Haywood

PC Box 1600

Vancouveyr, WA 98663

CFO

*PegceHealth : CFO, St. John's

Medical Center
Sally Williams, M. D, PO Box 1600 Secretary
Vancouver, WA 986568
Richard Seekins PO Box 1600 Treasurer

Vancouver, WA 98668

[ SWHS Director Infoermation:

Name

Address

Ruth Bennett

PO Bax 1600

Vancpuver, WA 98668

Richard Boyd

PO Box 1600

Vancouver, WA 98668

Judi Brenes

PC Box 1600

Vancouver, WA 986638

Brett Bryant

PO Box 1600

Vancouver, WA 98668

Tom Burkholder

PO Box 1600

Vancouver, WA 98668




November 19, 2012

Nicholas Carulli, M.D. PO Box 1600

Vancouver, WA 98668

Jay Miller, M.D. PO Box 1600

Vancouver, WA 98668

Ron Prill : PO Box 1600

*afso a PeaceHealth Board Vancouver, WA 98668
member '

George Shanno, M.D. PO Box 1600

Vancouver, WA 98668

Sally E. Williams, M.D. PO Box 1600

Vancouver, WA 98648

4, Please provide the latest internal financial statements of Southwest Washington Health System as
of September 30, 2012, if any.

The consolidated SWHS financial statement was sent to Ron Pastuch on 11/14/12 from Anita Williams,

Controller, Southwest Medical Center. However, it is also attached to this response {See Attachment A).

The entities in the consolidated financial statement include:

SWHS — Southwest Washington Health System — the parent helding company
CUP - Columbia United Providers — the insurance plan

SMG — Southwest Medical Group

PABCO — Property & Buildings, LLC ~ a real estate holding company

PHSW - PeaceHealth Southwest Medical Center — the hospital




Cumert Assels
Cash and Short-1amm lvestiments
Arcaunts Receivable
Less-Allowances and Adjustments
Other Accounts Receivable
lnvertorias
Frepaid Txpanzas
Bend Funds Held for Dett Service
Onie from Affilates

Total Current Assats

Property, Plantand Eguipmert
Land
Buidings ard Improvements
Eguiprnznt
Installations in Frogress
Medical Office Buildirgs

Tatal Property, Plant and Eguipment

Less-Accumulzated Depreciation
Net Property, Plant and Equiprent

Qther Assels
Investment in Subsidiares
Board-Cesignated rvestrents
Investmont Inferesl Recoivable
O*herNseets
Total Other Acsets
Total Asses

SOLUTHWEST WASHINGTON HCALTH SYSTEM
CONSOLIDATING BALANCF SHFFET - SEPTEMBER 30, 2012

{LmaLdtadd)
ASSFTS
9302012 630/2012 %
SWHS cup BMG PARCO PHSEW Elimination Consolidated Consolidated ne:.
89.5% 100% 100% 100%

{Unavdited} {Une:dited}) (Uraodited) {Uraudiied) Unaudited) {Unaudited) {U naudited) (Unaudited} (Cac)
% 472 804 % 8234134 % 238675 F 1,442,281 3 289,52¢.21M1 $ - $ 39,915,166 % 59,657 360 _AB 1%
- 2 825686 8,001,555 - 230,759,865 {10 653 591) 229,057,515 204,885,778 11.8%
- . (3,020,088} - {170,025,302) 8,507,588 {164,537,500) (141,355,000} -15.4%
15,500 1,000,001 . - 2,205 690 {141,820) 3.679.371 5410007 43 1%
- - : . 7,431,545 - 7,431,545 7.451,230 -0.3%
- 83,048 6,120 892,409 5,247,150 - £,228,725 6,675,020 B.7%
- - - - 135,105 - 135,105 135,105 0.0%
983,210 - 827,362 (765,789) 6,650,403 . - 7,694,986 4,144,378 B5.7%
1,471,314 12,242 268 4,053,627 - 1,568.901 111,971,727 (2,303.623) 129,004,914 147,003,878 -12.2%
- - - 31,519,040 11,289,664 - 42,808,704 42,781,078 0.0%
- - 7,248 382,875 289,836,322 - 240,226,445 291,052,522 -0.3%
- 950,028 3982134 . - 108,525,020 - 113,457,182 111,181,086 2.0%
- - - 2623289 16,248,643 - 18,571,932 18,747,495 18.1%
- 95C 028 3,680,382 34,525,204 425,599,649 - 465,064,763 A60 757 181 0.9%
- {341,873 {1.630.758) {38,635) (66,847,354) - {68,858,298) (80,111,544) -14.8%
- 608,155 2,250,126 34,486,368 ... 358752315 - 208 205,965 400,640,637 T A%
445,714,528 - - - 16379612 - (442,276,315) 22,817,825 22,835,912 -0.1%
- 22170,147 - - 243 82T 401 - 266,997,548 243,293 323 97%
- 59,171 - - : - 89,171 52,708 31.2%
- 100,000 420,715 - 24 110,83/ 24 631 553 24 728 586 -.4%
445 {14 528 23,329,318 420,715 - 257,317,550 (442,275,315) 314,516,097 290,910 538 8.1%
$ 447,185,842 $36, 190,341 36,833 468 $ 36,050 2/0 % 758,041 892 3 (444 579 538) $ 838,726,976 5 838,555,051 Q.1%




Current Liabilitizs
Azcounis Payable
Aocrued Payroll and Related Liabiltios
Third Party Payor Resarves
Payahle fo Contractual Agencias
Other Current Liabilities
Due i Afiliztes
Currant Poriion of Long-Terem Debt
Total Current Liabiities

Fstimafed Madical Malpractce
Ceferred Lease Revenue
Lang-Term Pension Payable

Long-Term Debt, Less Cument Partion
Long-ferm Debi Payab'a
Fair Market Valuz cf Interest Rate Swap
Uramorized Mair Value Debt Adjus*ment

Fund Ealance
Unrealized Investrent Gains (Losses)
Unrestricted
Total
Fofal Liabilitzs and Furd Baznce

SOUTHWEST WASHINGTON HEALTH SYSTEM
CONSOLIDATING BALANCE SHFET - SEPTEMBER 30, 2012
{unaudi*ed)

LIABILITIES AND FUND BALANCE

9/30/2012 6302012 %e
SWHS CupP SMG PABCC PHSW Elimination Censelidated Cansolidated Inc.
89 5% 1003% 100% 100%

{Unaudifed) {Unaudited) (Unaudited) (Unaudited} {Unaudited) {Unzudited) {tnaudited) {Unaudited) Dec)
3 - 5 980,974 F 5B4.760 % ) 18,183,930 -5 141,820 5§ 19,567,853 % 18,996,582 3.0
- 445 432 1,277,552 - 34,507 453 - 36,234 437 35,578,412 1.8%
- 8,885,221 “ - (7,161,703) 5,707,518 5,142,377 30.4%
- - - 7.179,649 - 7,179,649 9,840,413 -27.0%
- 720,990 5,305,264 528,850 5,131,473 - 12,684,388 19,773,235 -35.9%
- - - 502,031 3,000,000 - 3,502,031 3,262,031 7.4%
- 11,000 617 7,147,585 1,028,620 58,002,505 (2303522 958,873,874 $2.591.050 -7.3%
- - - - 2,867,716 - 2,567,716 3,714,555 -30.9%
- - - €85 326 - - 695,326 T4BE/0 -6.9%
- - - - 85,763,302 - 85,263 307 86,714,880 A%
- - - 11,183,231 195,514,357 - 166,607,568 164,769,775 1.2%
- - - - 23,805,796 - 23,905,796 22,359,474 8.9%
- - - - 2,345,808 - 2,345,808 2422720 2.2%
- - - _om183 2 181,765,961 - 192,949,182 189,551,968 1.8%
- - - - 22,374,659 - 22,374,659 13,619,664 64.3%
447 185,842 25,189,724 (314,118 23,748,023 297,067,749 (442,78 315) 450,000,907 451,616 766 -0.4%
447 185,842 25,189 724 (314,118) 23.148.023 419,442,408 {442 275.,314) 472 375,565 455,235,930 1.5%
5 447,155,847 $36,190 241 ¥ 6,833 460 536,055 270 $ 758,041,882 $ (444,579 838) $ 839,726,978 $438,553,054 0.1%




