STATE OF WASHINGTON

Phone; {360) 725-7000
Www.insurance. wa.gov

%P tozPO Box 40259
ympia, WA 98504-0259
Fax: (360)586-2022

MIKE KREIDLER
STATE INSURANCE COMMISSIONER

OFFICE OF LML g0 A %0
INSURANCE COMMISSIONER : ‘
June 24, 2014 '

STUART P HENNESSEY _
SENIOR VP OF LEGAL AFFAIRS
PEACEHEALTH

115 SE 164™ AVENUE (DEPT 302)
VANCQOUVER, WA 98683

Re: Farm A Filing dated February 13, 2014 ~ Proposed Acqunsmon of Control of
Columbia United Providers Inc. ("CUP"}

Dear Mr. Hennessey:

During our pre hearing conference call for the upcoming hearing, we indicated that we
will review the Form A filing to provide a complete up-to-date filing prior to the hearing.
No amendment was received since it was originally filed on February 18, 2014. Please
respand in the order as presented in this letter. :

The Fom A filing requires the following |tems as requwed by RCW 48.318.015. Please
submit these items as referenced below,

1. ltem 3 — Please provide a listing of the current directors and officers of
PeaceHealth Networks and PeaceHeaith and their affiliation within or outside of
the holding company system.

2. ltem 7 — Please provide a current listing of the current and proposed directors
and officers of CUP as of today. Please include each person’s affiliation wnthm or
outside the holding company system.

3. Item 12 — Please provide the unaudited consolidated financial statement of
PeaceHealth as of March 31, 2014, and also provide the unaudited financial
statement of PeaceHealth Networks as of the same date.

We also request the fallowing items for discussion to be submitted in the order to obtain
a better understandmg about this filing. Please submit these ftems as referenced
below:

4. Please provide an executive summary of the Form A filing with a brief history
regarding the PeaceHealth/PeaceHealth Networks affiliation, their
reorganization, and any effect of the affiliation and reorganization on CUP as of
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_ today. Please include before and after organizational charts of the PeaceHealth
... and PeaceHealth Networks holding company system with this executive
summary. ‘

5. In concert with ltem #4, please provide an explanation of the effect of
reorganization on the 2010 affiliation arrangement between PeaceHealth and
PeaceHealth Networks including the first amendment to the affiliation
agreement. -

6. Please discussrany'plans by PeaceHealth regarding the minarity shareholders of
CUP after the proposed acquisition. .

=

Please-provide-any-information-regarding-any-pending-or-ongoing-litigation
between CUP, PeaceHealth, or its affiliates against any Washington State
agency.

8. Please provide any information regarding any pendmg or ongoing litigation by
- "any CUPcurrent shareholders against CUP, PeaceHealth, or-any of its affiliatesr—— ————

9. Please provide any information about the stock buyback program instituted by
the former Southwest Washington Health System board during 2010 and its
current status. ‘

* 10.Please pravide the names of the attorneys representing CUP and PeaceHealth
and PeaceHealth Networks for the upcommg hearing.

If you have any questions, please feel free to contact me at (360} 725-7211.
Yours truiy,

Press ) ot

RONALD J. PASTUCH, CPA

Holding Company Manager

Company Supervision Division

E-Mail: RonP@oic.wa.gov : 5

Cc: William R. Michels, MBA, CPA, CFE, Company Supervision Division
Marsha Stickler, Staff Attorney, Legal Affairs
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Ronald Pastuch, Holding Company Manager
Office of the Insurance Commissioner -
State of Washington

5000 Capitol Blvd,,

Tumwater, WA 98501

RE: Form A Filing dated February 13, 2014 -~ proposed acquisition of control of
Columbia United Providers, Inc. ("CUP")

Dear Mr. Pastuch:

Per your letter of June 24, 2014, I am providing the following items, which are numbered
as referenced in your letter:

1. Please see attachment 1A for the list of the current directors and officers of
Peacellealth Networks. Please see attachment | B for the list of all current
directors and officers of PeaceHealth. You will note that exactly the same officers
and directors serve for both companies. None of the officers and directors have
any other affiliations, except that Mr. Prill and Mr. Yordy also serve on the CUP
board of directors.

2. Please see attachment to 2 for a current list of all directors and officers of CUP,
Attachment 2 also includes each person’s affiliation within or outside of CUP.

3. Please see attachment 3 for the unaudited consolidated financial statement of
PeaceHealth as of March 31, 2014, PeaceHealth Networks has no unaudited
financial statement as of March 31, 2014 because it neither received any funds nor
incurred any expenditures during the current fiscal year.

4, In 2010 PeaceHealth and Southwest Washington Health System ("SWHS”)
announced their intention to affiliate. SWHS owned 92% of the stock in CUP,
which was a Healthcare Services Contractor operating in Clark County
Washington. The Washington State Offtce of the Insurance Commissioner
(“OIC”) formally advised PeaceHealth and SWHS that the affitiation would
constitute a change of control over CUP and therefore a Form A approval would

Shared Services Center

1115 SE 164th Avenue, Vancouver, WA 986383 360-729-1000
www.peace health.org 360-729-1761
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be required. PeaceHealth and SWHS were reluctant to make public their
affiliation agreement through such an approval process, however, because it
contained competitively sensitive information. In order for the affiliation to take
place at the time planned, PeaceHealth and SWHS amended the affiliation
agreement, agreeing that PeaceHealth would not exert any control over CUP until
such time as a Form A had been approved. The affiliation oceurred on January 1,
2011, with PeaceHealth becoming the sole member of SWHS, holding reserved
powers over SWHS, but not exercising any of its powers over SWHS with regard
to CUP. '

Subsequently, PeaceHealth, itself, executed a Letter of Intent pursuant to which
all of its assets would be contributed to a joint venture with a larger national

healthcare company called Catholic-Health Initiatives. Negotiations and due_ e
diligence pursuant to that Letter of Intent lasted approximately 9 months,

PeaceHealth requested a stay on the Form A approval process during that time
because it anticipated having to amend the Form A application to reflect the new
legal structure of the joint venture with Catholic Health Initiatives. Ultimately,
negotiations between PeaceHealth and Catholic Health Initiatives were not

-suceessful and the Letter of Intentwas terminated, S

PeaceHealth then renewed the Form A approval process at the request of the OIC.
During the renewed process, however, PeaceHealth completed a corporate:
reorganization in which SWHS and PeaceHealth reversed roles so that SWHS
became the member corporation of PeaceHealth. SWHS also changed its name to
“PeaceHealth Networks.”

Because of the corporate reorganization, the former Form A application was
withdrawn and a new application was filed in February 2014. The purpose of the
new application was to explain the series of transactions which now result in
PeaceHealth Networks (formerly known as SWHS) being the parent corporation
and PeaceHealth being a subsidiary. Thus, after the passage of 4 years the
situation has reverted to what it was before the 2010 affiliation, with PeaceHealth
having no control over PeaceHealth Netwotks (formerly known as SWHS).
Attached hereto as exhibit 4A is a chart depicting the corporate structure from
January 1, 2011 through December 31, 2013. Attached hereto as exhibit 4B is a
chart depicting the corporate structure from January 1, 2014 to the present.

. Please see the description in pafagraph 4, above.

. PeaceHealth Networks (formerly known as SWHS) has no plans to make any

changes regarding the minority sharcholders of CUP.

. There is no pending or ongoing litigation between or among CUP, PeaceHealth

Networks, PeaceHealth, or any of their affiliates against any Washington State
agency.



8. There is no pending or ongoing litigation by any CUP current shareholders
against CUP, PeaceHealth Networks, PeaceHealth or any of their affiliates.

9. There is no active stock buyback program instituted by SWHS or PeaceHealth
Networks concerning CUP. The CUP bylaws provide for stock buyback from
owners under certain conditions, which generally have to do with retirement from
medical practice or death. Several such transfers have occurred over the last 4
years but they involved minimal amounts of stock.

10. Stuart P. Hennessey is appearing as the attorney representing PeaceHealth
Networks and PeaceHealth. Jerry Coe is appearing as the attorney representing
CuP.

-

Very truly yours,

tuagf P. Hé £SSeY
Counsel for PeaceHealth Networks and PeaceHealth

cc:  William R. Michels, Company Supervision Division
Marsha Stickler, Staff Attorney, Legal Affairs
Jerry Coe




Attachment 1A

PEACEHEALTH NETWORKS
BOARD OF DIRECTORS (14)

July 1, 2014 - June 30, 2015

Norah Clarke, CSJP

Brett Bryant

~  Anne Hayes, CSJP o o -

Bob Ue Vvita

Margaret Dimond, CSJP

Lee Kearney

Dieter Morich, M.D.

Andrea Nenzel, CSJP (Chair of PeaceHealth Networks Board}
Gretchen Pierce

Ronald Prill

Kathleen Pruitt, CSJP

Carol Sheridan

Barney Speight

Roland Trenouth, M.D.




PEACEHEALTH NETWORKS OFFICERS

July 1, 2014 - June 30, 2015

Alan Yordy, President

Andrea Nenzel, CSJP, First Vice President/Congregation Leader Designee
- Anne Hayes, CSJP, Secretary

Ron Prilt, Treasurer

Stuart P. Hennessey, Assistant Secretary

Board of Directors Chair: Andrea Nenzel, CSJP

Board 'of Directors Vice Chair: Dieter Morich, M.D.




Attachment 1B

PEACEHEALTH
BOARD OF DIRECTORS (14)

July 1, 2014 - June 30, 2015

Norah Clarke, CSJP

.. Brett Bryant

Bob De Vita

Margaret Dimond, CSJP

Anpne Hayes, CSJP

Lee Kearney

Dieter Morich, M.D.

Andrea Nénzel, CSJP (Chair of PeaceHealth Networks Board) -
Gretchen Pierce

Ronald Prill

Kathleen Pruitt, CSJP

Carol Sheridan

Barney Speight

Roland Trenouth, M.D.



PEACEHEALTH OFFICERS

July 1, 2014 —- June 30, 2015

Alan Yordy, President

Andrea Nenzel, CSJP, First Vice President/Congregation Leader Designee
Anne Hayes, CSJP, Secretary

Ron Prill, Treasurer

Stuart P. Hennessey, Assistant Secretary

Board of Directors Chair: Andrea Nenzel, CSJP

Board of Directors Vice Chair  Dieter Morich, M.D.



Attachment 2

COLUMBIA UNITED. 8 FROVIDERS

CUP Board of Directors

' Colleen Fox, M.D. Chair

2014

Employee, PeaceHealth Medical Group (affillate)

Ron Prill Vice-chair

_GeraldCoe_______ Treasurer

George Dechet, M.D. Secretary
David Ruiz, M.D.

Tom Sanchez

Patricla Wooden, M.D.

Richard Seekins

Aidan deRenne, M.D.

Alfred Seekamp, M.D.

__ _Private attorney, CUP legal counse)

Retired from private business,-éoa rd member of PeaceHealth
and PeaceHealth Southwest Méedical Center {affiliate)

Physician, Retired {minority shafehalder)

Employee, PeaceHeatth Southwest Medical Center (affiliate)

Emplaoyee, Vancouver Clinic, inc. {minority shareholder)
 Employee of PeaceHealth M_edicaI.Group

Businessman, Portland OR

Physician, Evergreen PédiatricClinic

Physician, The Vancouver Clinic

Alan Yordy President and Chief Mission Officer, PeacHealth
John White | Berger/Abam

Non Board Officers:

Karen Lee Interim CEQ & President Emplayee of CUP

Regina Badger ~ CO0 & Vice President Employee of CUP

Dr. Tanya Dansky " Chief Medical Officer Employee of CUP

Janice Finley Controller

Employee of CUP




{PnaceHealth
Incema Stalement Currert Month Yaar-To-Date
Flacal period ending: March 31, 2014 Mor-14 Mar-14 May-13 Mar-14 Mar-14 Mar-13
Gonaolidated Aciual Buggal Vaglance Var % Acupl __Actual Varl Actua)
Inpatient 223,408,240 220,506,215 2,710,025 1.2% 27,704, A98 1,840,322 740 1,824,402.260 15,820,480 0.8% 1,924,317.244
Oulpatient 170,452,236 164,476,781 5,878,445 3.6% 164,878,545 1,450,316,817 1,478,753,002  (28,438.275) ~1.8% 4,378,307,836
Diher Patlant Revenue 50,841,081 4D 068,842 1,776,340 3.6% 44 408,142 400,231 568 410,164 058 {17 862, 452) ~4.3% 357,636,785
Tatal Patfent Revenue 444,700,457 434,238,847 10,481,810 2.4% 416,792,365 3,790,871,122 3,821,349,408 a0,473,267} 0.8% 3,858,451,915
7 .
Charity Gara 8,336,020 14,358,164 5,019,335 41.8% 14,740,714 116,774,777 125,811,925 10,037,148 B.0% 120,367,011
Conlractual Allawancas 262,370,052 228,854,005 {25 525,058) SIL3% 229,549,884 3,070,598, 148 2,008,055434 (61,642,715} -3.4% 1,858,851,126
Bad Debt ) 542,370 13,848,228 13 301858 $6.1% 12,704 227 91,674,261 122,101 848 30,527,688 26.0% 116,944,499
Tatal Deducttond From Raveanue 261,258,261 255,056,385 (6,201,067} “ZA% 248,088,822 2,277,847, 188 2,266,089, 207 iEU.B??JBO) «0.8% 2,196,263,536
Net Pallenl Ravenue 183,442,188 179,183,252 4, 253,943 2.4% 187,804,563 1,512,823,938 1,684 330,209 !51 ABS,287) =3.3% 1,502,164,380
Other Dperating Revenue 15,608,727 18,610,312 {2,a00,584) 16.7% 22,140,655 132,307,664 171,960,880 (38,353,200) 22A4% 152,340,246
Total Opersting Ravenue 186,061,023 157,502,564 1,359,358 0.7% 188,845,187 845,731,800 1,735541,068  {89,800,487) -5.2% 1,834,508,626
DOperating Expenges .
Salarles, Wagas & Gonlract Labor 90,715,062 62,890,621  (8,924,441) -8.1% 88,165,669 760,430,789 751,660,500 {0, 772,196} -1.2% 740,590,430
Payrol) Taxed and Benofits 21,558,702 25,854,349 4,197,647 16.2% 22,829,542 183,568,411 231,073,360 48408749 20.6% 215,528,031
Professionel Fees 2,060,632 1,756,751 (304,181) A7.3% 2,272,517 17,876,080 13,609,080 (4,075,130} -30.0% 16,343,574
Medical Supplias 16,559,645 16,376,508 {183,140 A% 15,237,570 148,480,509 140,062,616 4,482,707 3.2% 141,409,284
Drugs & Pliarmacauticals 8,720,786 . 7.575,565 (1,145,222 -15.1% 7,458,037 72,702 420 71,863,852 {892,378} =1.3% 64,237,485
Olher Supplles 2,356,186 2,282,387 {B3,6D1) 2.3% 2,977,604 19,280,488 19,381,653 111185 06% 21,443,875
Purchased Seivicas 25,039,328 20,521,843 (4,517,684) «22,0% 18,370,001 168,805,443 183,311,777 18,708,334 /1% 150,618,266
Inlercampany #anagemeni Fees - 1 1 100,0% 314,060 1 3 4 T2% 3,020,704
Travel and Education 1,083,284 1,714,838 631,544 36.0% BB4,545 7,081,324 13,660,636 667,210 41,8% 7,071,267
insurance 8,704,183 7856390 (2,047,793} =28,7% %,003,065 68,408,082 67,001,402 684,510 1.0% 69,168,855
Olher Exponses 6,541,626 7E78.778 1,138,152 14.9% 8477, 213 55,914,648 09,2084 125 20,060,477 .8% 77,133,708
Cperpting Expenagg_laeforu TDA) 184,727 745 175,815,830 (8.108,817) -5.2% 171,878,082 1,486,493,715 1,582,805,868 86,312,251 5.5% 1,487,443,509
Oparaling EGITOA 14,324,176 22,073,734 (7.748.450) -35.1% 15,086,206 140,237,084 152,735,100 (3,407,218} -2.3% 167,085,117
72% 11.2% 1% 8% &.5%
Intarae 5,085,385 -3,675,704 (2,018,691} -54.8% 3,874,188 28,110,087 32,086,007 E,B75,770 20.8% 31,448,884
Taxgy - - - 0.0% {303,322) {184,606) . 184,808 0.0% 305,576
Depratiation & Armortization 10,747,556 12,029,648 1,282,092 10.7% 12,265,338 88,095,187 108,360,828 10,685,628 2,84% 110,083,818
Aceration 67,328 66,249 {1,000) -1.6% 63,082 05,980 860,225 15,735 =2. 1% 501,870
Tatal ITDA 18,810,280 15,771,602 {738,679; ~4.7% 15,889,287 125,229,408 142,629,887 14,719,480 12.4% 142,531 248
Tnicoiid From Dperaffoni (2,186,104} 5,302,133 (8,489,237) <13, 7% y?a.eua 24,808.477 9,795,213 14,213,284 §45.1% 14,533,072
r-Ope .
Invesiment incame & Change In Fair Valua 3,088,348 851,898 7,838,840 308.5% 6,418,226 98,245,385 6,666,281 BD,7A3,G74 1068.9% 62,939,874
Change in Yaluation of Interest Rale Swaps. 4,304,808 3,859,456 415,352 10.7% (799,485) (5,882,674) 25,005,104 (40,287,778) -116.8% 20,944,828
QGpinfLoss) on Sele of Assets : - - 0.0% - 213,542 - 813,543 0.0% 2,023,664
Total Non-Oparating 8,193,156 4,841,155 3,352,004 69.2% 5,522,740 94,368,234 43,570,395 0,708,838 114.6% 81,864,338
Excons of Ravenue Gver Expeiaes 6,007,062 71,143.208_ 15.190.290) 46,1% 77a8.590 118,377,710 KA,365600 65,012,903 121.8% __ B53R4.710
Other Allacaled Expenses - - . 0.0% B ] - - - 0.0% {0)
Other Ghanges in Net Aasata 2,151,313 {2,252,000) 4,403,313 195.5% 5,724,357 6,147,001 {20,268,000) 26,415,001 150:3% 477.502.719
Change In Unveatricted Net Asgeln 8,154,344 6,801,288 (732,028) B.5% 13,524,007 124,524,712 33,007,608 81,427, 104 276.2% 513,597&.

15-Conaolidated
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Net Property and Equipment
Qiter Asgats;
Olher Lang Term Aasets
Tolal Othet Agtats

Total Assets

319,853,783 1,336,082,748 (10,838,865 966,752,764
118,232,225 107,248,437 10,883.788 53,000,289
18,232,225 107,248,437 10,983,788 50,000,249
34,361 5864,‘334 3,082,621,488 370, 043‘44? 1,700,570,897

[PeaceHeaith
Balance Shest
Flacal portod ending: March 31, 2014
(Consolidated Mard4 Jun-13 Variangs Jun-13 Mar:19 Jun-13 Vorlancs Jun-1z
AASETS ’ LIABILITIES AND NET ASSETS
Gurrerit Assets; Luirrent Liabliitles;
- -Qash gnd Casl - 164,303,038 00,772,684 74,531,251 110,204,384 Current Maturlly of Long-Tem Caht 31,807,031 20,693,438 11,223,565 14,771,343 .
" GHaM-aT Cask InVaElmants T~ 7 358,851,702 278,970,094 &1972811  300,825583 Accounts Payabla 22 565,688 27,627,550 -~ {4, 061:882)~ ~ T AGBTCABH — e ¢ e ems =
Current Aszela limiled a3 (0 usa: 30,408,021 20,770,365 837,666 32825 Accrued Payrdl- 132.665,200 208,646,613 473,981,318y 101,240,039
o Acotued & e G9.556,738._ 51,577,070, 7aB1ese_ degader
Pallgni Accounts Recaivable 761,888,788 875,122,424 103,704,242 420,767 898 Other Accrud Linbililles 34,874,935 38,668,831 {1,684,976) 38772118
Allawance far Urcaltaclibles [483,714.873)  [411,760,066) (68853 718) (210.404008)  Third Party Peyahles 10,241,506 12,272,348 {2.040,840 12,248,283
Nel Patien| Accounta Recetvable 288,172,002 264,361,468 92,810,624 190,182,690 Total Curent Liablltias 381,813,214 155,266,857  [@3,453,649) 281,724,493
Third Party Setllemants 1,343,814 2,504,303 {1,160,436) 3402701 Other Llabllitas:
Current Recelvabloa 38,548,140 37,435,831 {a80,682) 23,209,601 Other Liabiltlea 1 264,161,599 206,308,493 §7,852,113 200,604 488
Invantory 37,109,801 35,580,883 528,718 8,388,880 Total Qther Linbiiillas 284,481,508 208,300,483 57,852,113 200,634 486
Prapaid Experiap 15,030,866 18,380,760 (3.330,214) 10,246,127
Othar Cument Assals {6,191,805) 4,231,650 {10 423,756} 32 782 568 bang=Term Deht 1,061,315.584 905,914,598 188,498, 886 663,188,895
i e —Tolgi Current Assets 935,673,887 760,008,255 174,076,732 587,504,681 o o
Tetul Liabititiea 4,617,200,395  1,487,395,939 145,824,456 1,124,647 874
Agseld Limitad 23 (o Uag
Trustead Asasln 1,208,533 10 1208523 17,804  NetAssets: .
feard Designated Investments - Cash 952,217 864 046,538,182 106,679,782 385,682,951 Fund Bslance 1,670,640,480 1,588,747 258 101,893,221 575,709,845
Beard Des/gnaled Investmenls - NonGash 34,679,442 32,242,855 2435587 (419,287.280) Net Income - - - -
Total Assets Limited o3 o Vs ©88,104,039 877,701,047 110,323,892 (33,886,626)  Reslrcied-Temporary 47,441,495 27,159,460 20,243,035 2,040,780
Raslricted-Permranant 26,582 566 19818.§30 8,972 735 1727401
Praperty and Equipment: Total Net Assets 1,744674.540  1,815525,848 129,148,081 876,023,024
Land 128,673,267 127,239,880 1,433,387 75,506,031
Prapetty and Equipment: 2,280,726,886  2,244.819,896 41,107,160 1,731,729,568 Totat Liabilltles ond Net Assets  3.351.864.934 3087521488 279,043,447  1,700,570,967
kess: Accumulated Qepreclaiion {1,147.875,408) {1,062,713,108) (85,165,289} {887.491,447)
PPE - Met of Accumulnted Depreciation 1,268,521,717  1308,146,430  {42,624,728) 939,744,152
Congiructian In Progress 83,432 psg 27,741,310 25,684,735 47,008,802

BE-Consolidaled



Legal Entity Chart
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PeaceHealth

PeacgHealth
1115 SE 164th Avanue Dept 302
Vancouver, WA 98683
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