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BEFORE THE COWM SSI ONER OF SECURI TI ES AND | NSURANCE
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IN THE MATTER OF THE CONVERSI ON OF
BLUE CROSS AND BLUE SHI ELD CF
MONTANA, | NC. AND ALLI ANCE W TH
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TRANSCRI PT OF PUBLI C HEARI NG

On the 12th day of February, 2013,
beginning at 9:00 a.m, a public hearing was heard
at the Lews and d ark County Courthouse at 228
Br oadway, Hel ena, Montana, before W WIlIliam

Leaphart, Hearings Oficer.
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The foll ow ng testinony was taken:

* * % % * * * *x * *

HEARI NGS OFFI CER LEAPHART: It's 9:00 so
let's get started. M nane is Bill Leaphart, |
amthe Hearings Oficer in this matter and this
is the tine and the place set for the public
hearing on Blue Cross Blue Shield of Mntana's
application for a conversi on transaction/
alliance with the HCSC. The hearing is
conduct ed before the Conmm ssioner of Securities
and | nsurance and the Montana State Auditor's
O fice.

I will conduct the hearing and then once
all of the evidence and testinmony is in | wll
make proposed findings of fact and concl usi ons
of | aw addressing the question of whether or
not the proposed transaction neets vari ous
statutory criteria, including whether the
transaction would be in the public interest.
The Auditor, Comm ssioner and the Attorney
Ceneral will then review ny proposed findings
of fact and concl usions of | aw and nmake t he
final decision.

Partici pants should be aware that today's
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hearing is the first of what wll potentially
be a three-hearing process. |In today's hearing
we wll receive any comments from nenbers of

t he public who are here and who wi sh to nake a
comrent on the proposed conversion alliance.
W will then recess this hearing, |eaving the
record open, and reconvene for a further
hearing on March 12th, 2013, at which tinme we
wi || have opening statenents fromthe parties
and accept testinony into evidence fromthe
parties. I'mtold that that hearing wll be
held in the Montana Suprene Court Chanbers out
in the Justice Building at the state canpus.
Roons have been set aside | believe for three
days there.

Menbers of the public have their choice of
presenting their coments today or if they
would rather wait until the March 12th hearing
they nay do so then. If you wait until
March 12th you woul d perhaps have the benefit
of looking at prefiled testinony or if you
choose sitting in the hearing and |istening
first-hand to the presentati on of evidence and
testi nony.

These first two hearings are focused
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solely on the question of whether or not the
transaction is in the public's interest. There
wll be a third hearing only if the application
is approved and the third hearing woul d address
t he questi on of how the nobney generated from
the transaction would be distributed. That
hearing will not be schedul ed until such tinme
as a decision is nade on the initial
appl i cati on.

The governing statutes in Montana provide
that in presenting public comment nenbers of
t he public have the option of whether or not to
submt to cross-exam nation. |If you do not
choose to submt to cross-exam nati on your
testi nony can not be used by ne, the
Commi ssioner or the Attorney General in making
their respective decisions. |If you do submt
to cross-exam nation then your testinony can be
used in the decision maki ng process.

So with that in m nd, once | ask counsel
to introduce thenselves | would ask nenbers of
the public, first of all, make sure that you've
signed in on the sign-up sheet out in front of
the door and then if you choose to nmake comment

today feel free to do so and if you would, |et
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us know whet her or not you choose to submt to
cross-examnation. |If you do not wsh to
submt you're free to stand at the podi um over
here and give your testinony. On the other
hand, if you're open to taking cross-

exam nation we would ask that you sit up in the
W t ness st and.

So wth that | would ask counsel to
i ntroduce thensel ves and indicate who it is
they're representing. N ck?

MR, MAZANEC. Your Honor, my name is Nick
Mazanec, | represent the Ofice of the
Conmm ssi oner of Securities and | nsurance.

MS. HUBBARD: My nane is Kell ey Hubbard
and | represent the Attorney CGeneral of the
St at e of Mbnt ana.

MR, LASLOVI CH. Good norni ng, Judge.
Jesse Laslovich, along wwth M. Mazanec on
behal f of the Comm ssi oner.

MS. LENMARK: Jacquel i ne Lenmark, Your
Honor, with the law firm of Keller, Reynolds,
Dr ake, Johnson & G|l espie here in Hel ena
representing Blue Cross Blue Shield of Montana
and Health Care Service Corporation. And

al so am assisted in that representati on by

LESOFSKI COURT REPORTING & VIDEO CONFERENCING
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Helen Wtt, who is a nenber of the Kirkland &
Ellis firmfrom Chicago and is representing the
applicants as pro hac vice.

M5. WTT: Health Care Service
Cor por at i on.

HEARI NGS OFFI CER LEAPHART: Thank you.
Wth that | would ask if there is anybody in
t he audi ence who is here as a nenber of the
public and who would |ike to give comrent
today. Yes, sir?

MR. M LBURN:. Thank you.

HEARI NGS OFFI CER LEAPHART: If you woul d
state your nane, please.

MR MLBURN: Yes, Mke MI burn,
Mi-l-b-u-r-n. Thank you. | am a past nenber
of the House of Representatives, served as
speaker ny last term which was the | ast
session, and served on the Business and Labor
Conmm ttee where we did deal with insurance
I ssues and had dealings wth sone of these fine
peopl e here.

So | would like to give ny testinony in
support of this alliance. It is difficult when
we have Bl ue Cross Blue Shield of Mntana that

we' ve been very proud of, very possessive of, |
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t hi nk being forced because of the changi ng
times to find an alliance because of rising
heal th care costs, because of our rising

i nsurance costs. It's a necessity of these
times to | ook for sonething that will give the
citizens of Montana, our famlies, our

busi nesses a nore conpetitive rate.

Wth HCSC they have found that, found a
very reputable conpany to partner with, and
even though it is difficult to see this happen
in our state it's one of those things that
cones wth the noderni zation of our world and
that is we have to a lot of tinmes growinto
bi gger conpani es that can provi de us better
products nore efficiently and at | ess cost.
It's like our little grocery store on the
corner, nei ghborhood grocery store, when we see
t hat cl ose because everybody's going to these
bi gger stores that are providing that sane tine
of service.

But the good thing about this is that it's
different, and that is we get the best of both
worl ds. W get them conmbining with a reputable
conpany that's going to provide us with this

nore conpetitive service and we get to keep
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Bl ue Cross Blue Shield in Montana. They have
prom sed us, the enployees, the | eadership, and
expandi ng al so possibly to 100 new nenbers.

So we're going to get that nore
conpetitive cost for our famlies that's going
to i nprove our econony, we're going to get to
keep Blue Cross Blue Shield and its fine
people, we're going to get to grow and it's
going to provide better peace of mnd | think
to the nenbers of, our insurance nmenbers, nore
conpetitive rates and really a fine and proven
track record. So thank you.

And | also would like to, if | could, we
have t he Chanber of Commerce, the CEO of the
Chanber of Commerce from Great Falls that could
not nmake it but | do have a letter | would |ike
toread; it's short. |If that woul d be okay.

HEARI NGS OFFI CER LEAPHART: That's fi ne.
Go ahead.

MR. M LBURN:. Thank you. It's fromthe
CEO, Steve Malicott. It says "Dear
Conmmi ssi oner™ --

HEARI NGS OFFI CER LEAPHART: Wbul d you
spell that, please?

MR. M LBURN:  Yes. " msorry. It's
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Ma-1-i-c-o-t-t.

"Dear Conmm ssioner Lindeen and Attorney
Ceneral Tim Fox: As the CEO of the Great Falls
Area Chanber of Commerce | take seriously any
proposal that deens to expand job growh in our
region. The intended alliance between Bl ue
Cross Blue Shield of Montana and the Health
Care Service Corporation is a perfect exanple
of the types of opportunities that will take
our econony to the next |evel.

Currently Blue Cross Bl ue Shield of
Mont ana enpl oys around 500 workers in the
state, nostly in Helena. Recently HCSC
announced it is |looking at G eat Falls to house
a new custoner service center. The custoner
service center could create 100 new job
openings in our area. |In a state |ike Mntana
100 jobs is nothing to scoff at. Instead, we
need to make sure that we are doing everything
we can to capture this great opportunity.

I comrend HCSC for not only commtting to
keep BCBS, Bl ue Cross Blue Shield of Montana's
current | eadership and enpl oyees but al so
expandi ng their operations wth prelimnary

pl ans for a new custonmer service center here in
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Geat Falls. |If their actions prove a rea

I nvestnment in the future of our |ocal and state
econom es, by diversifying our job market we
can give the people of Montana a greater sense
of security for those rocky tines that m ght
i e ahead.

In the interest of business and consuners
in the Geat Falls area, | fully support the
proposed al liance between Bl ue Cross Bl ue
Shield of Montana and HCSC. Sincerely, Steve
Malicott."

Thank you.

HEARI NGS OFFI CER LEAPHART: Thank you,

M. M burn.

Any ot her nenbers of the public that woul d
li ke to make a coment ?

VR. WARDEN: Your Honor, ny nane is Bill
Warden. | have a letter from John Goodnow, the
CEO of Benefis Health Systenms that 1'd like to
read if that would be all right.

HEARI NGS COFFI CER LEAPHART: That woul d be
fine and first if you would spell those nanes
for us.

MR, WARDEN. Okay. M nane is Warden

Wa-r-d-e-n, Bill, and this letter is from John

LESOFSKI COURT REPORTING & VIDEO CONFERENCING
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Goodnow, G 0-0-d-n-0-w.

HEARI NGS OFFI CER LEAPHART:  You may
pr oceed.

MR. WARDEN:. Benefis Health Systens is
supportive of the nerger of Blue Cross Bl ue
Shield of Montana and the Health Care Service
Corporation. W feel wth the numerous current
and yet-to-conme changes in the U S health care
i nsurance and delivery, Blue Cross Blue Shield
of Montana's decision to becone part of HCSC
makes good strategi c sense. As we understand
the nmerger plan, Blue Cross Blue Shield of
Montana will continue to exist and provi de jobs
in Montana, including Geat Falls. Further,

t he foundation that will be established will be
a real positive for Montana. Merging into HCSC
wi || enabl e Blue Cross Blue Shield of Montana
to better serve Montanans in a nore cost
effective manner. Thank you. Jon Goodnow, CEO
of Benefis Health System ™

HEARI NGS OFFI CER LEAPHART: Thank you,

M. Warden.

Any ot her nenbers of the public that woul d

li ke to present conmment ?

MR. FOSTER  Good norni ng, Your Honor.

LESOFSKI COURT REPORTING & VIDEO CONFERENCING
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M ke Foster representing the Catholic Hospitals
of Montana. That's F-o-s-t-e-r. And our five
Catholic hospitals are St. Vincent Health Care
in Billings, St. Patrick Hospital in M ssoul a,
St. Janmes Health Care in Butte, Holy Rosary
Health Care in Mles City and St. Joseph
Medi cal Center in Pol son.

And we strongly support this nerger for
t he reasons that have been stated and I won't
be repetitive because it is a progression
t hing, that eventually a business has to grow
in a way that may nake Montanans fee
unconfortable at first until we |learn the
benefits of why this is in the public interest.
And our hospitals have exam ned this and
believe that it truly is in the public interest
and woul d hope that you woul d support it.
Thank you.

HEARI NGS OFFI CER LEAPHART: Thank you,
M. Foster.

Any ot her comments fromthe public?

MR. BROWN: Good norning, Your Honor.
Webb Brown with the Montana Chanber of Commrerce
and we do support the alliance as well. |

think fol ks nmay have seen a press rel ease that

LESOFSKI COURT REPORTING & VIDEO CONFERENCING
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we put out recently announci ng our support of
the proposal and | think again for reasons that
have been already stated as well, the
adm ni strative costs being able to expand that
to a much greater customer base as well as it's
an inportant factor, we know that technology is
increasingly inportant and we know it's
I ncreasingly expensive as well and to be abl e
to tap into what's al ready been done is an
i mportant factor. W're also in consideration
of jobs that are already existing in Mntana
and the potential for new jobs that could be
brought into the state, as well supportive of
it.

Alittle other piece that | wanted to
inject, we do a poll of the Montana voters,
| i ke the Montana voters every year. This is
not a nenbers of the busi nesses of the chanber,
It is voters all across Mntana. W
specifically asked the question that Blue Cross
Bl ue Shield of Montana may forma new alliance
and plans to nerge potentially with Health Care
Service Corporation. Wuld you say your
reaction to this alliance of potentially

provi di ng better customer service and be nore

LESOFSKI COURT REPORTING & VIDEO CONFERENCING
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efficient, would your overall reactions to this
be favorable, sonmewhat favorable, neutral,
unf avorabl e or very unfavorable. Very
favorabl e 23 percent, sonewhat favorable 29
percent, neutral 34, sonewhat unfavorable 9
percent and very unfavorable 5 percent. So a
total favorable is 52 over 14 unfavorable from
t he perspective of just, again, a very basic
proposal out in front of Mntanans what do you
think of this; positive support fromthe start.
So we think as nore is known about this
proposal and what it can bring to Montana we
think that will increase those margi ns and
people wll support this as well. So we
appreci ate the opportunity to cone before you.

HEARI NGS COFFI CER LEAPHART: Thank you. We
shoul d take a poll on what people think of your
tie.

MR. BROAN:. Thank you, Your Honor.

HEARI NGS OFFI CER LEAPHART: Any ot her
menbers of the public?

MR, BENNER: "' m Ron Benner, B-e-n-n-e-r,
and |''m here representing the Mntana
Optonetric Association as a provider.

A few comments about this nerger is that

LESOFSKI COURT REPORTING & VIDEO CONFERENCING
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as a provider and a representative of a group
we don't feel and | don't feel that there is
any problemw th this nerger, in fact, we're

| ooking forward to it. The opportunity to
continue to provide our patients in Montana eye
health and quality vision care is of high
priority to both groups. And talking wth the
Bl ues and their current | eadership we've been
reassured that there shouldn't be any changes
Wi thin our structure or their structure and our
conti nued cooperati on.

Qur goals are the sane as theirs, we want
to provide quality access, quality care and
quality outcones to the patients in Mntana and
we see this nerger as a positive and have no
problens with it what soever

Thank you.

HEARI NGS OFFI CER LEAPHART: Thank you.

O her nmenbers of the public?

MS. BACH. Good norning. |'m Jol ene Bach,
vi ce-president of Great Falls Devel opnent
Aut hority, B-a-c-h. W represent 13
counties --

HEARI NGS OFFI CER LEAPHART: If you woul d

give us the spelling of your name, please.
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M5. BACH. Bach, B-a-c-h.

HEARI NGS COFFI CER LEAPHART: Ckay. I''m
sorry.

M5. BACH: G eat Falls Devel opnent
Authority. W represent a 13 county region in
north central Mntana and we and our board of
directors are in favor of this alliance because
we see it as a positive nove that's going to
benefit the public by increasing
conpetitiveness and the affordabl e i nsurance
of ferings for Montanans. Thank you.

HEARI NGS COFFI CER LEAPHART: Thank you.

QG her comments fromthe public? No other
conment s?

Al right, that being the case, this
hearing will be at recess until March 12th,
2013 at the Suprene Court Chanbers in the
Justice Building, at which tine we wl|l
reconvene. The parties wll be given the

opportunity to nmake openi ng statenents, they

w || present evidence as well as testinony and
the public wll be given further opportunity to
comrent .

M . Lasl ovi ch?

MR. LASLOVICH  Your Honor, | just want to

LESOFSKI COURT REPORTING & VIDEO CONFERENCING
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clarify that the individuals who spoke are not
willing to subject thenselves to
Cr oss-exam nati on.

HEARI NGS OFFI CER LEAPHART: Correct nme if
l'"'mwong but it's the understandi ng of the
Hear i ngs Exam ner that those individuals that
offer public comment did so with the
under st andi ng they woul d not be subjected to
cross-exam nati on and with the understandi ng
that that will be the case their coments are
noted in the record but that neither |, nor the
Conmi ssi oner, nor the Attorney CGeneral will be
able to rely on those comments in nmaking our
deci sions. Ckay?

All right, with that we will be in recess.

(The hearing was concl uded at

9:20 a. m)

* * * % * * * %
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CERTI FI CATE

I, LISA R LESCFSKI, Regi stered
Pr of essi onal Reporter do hereby certify:

That the proceedi ngs were taken before ne
at the tine and pl ace herein naned, that the
proceedi ngs were reported by nme and that the
foregoing -18- pages contain a true record of the
proceedings to the best of ny ability.

Dated this 12th day of February, 2013.

/sl
Li sa R Lesof ski
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