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l. Overview

The Federal Trade Commission has accepted an agreement containing two consent orders
with Renown Health. The agreement settles charges that Renown Health violated Section 7 of
the Clayton Act, 15 U.S.C. § 18, by substantially lessening competition in the market for
cardiology services in and around Reno, Nevada, through its acquisition of the two largest
cardiology practices in the Reno area and its employment of the cardiologists whose practices it
acquired.

The Decision and Order has been placed on the public record for 30 days to receive
comments from interested persons. Comments received during this period will become part of
the public record. After 30 days, the Commission will review the agreement and the comments
received, and will decide whether it should withdraw from the agreement or make the proposed
Decision and Order final. The Order to Suspend, which is final immediately, will remain in
force either until the Decision and Order becomes final or the Commission decides not to issue
an order.

The purpose of this analysis is to facilitate public comment on the proposed Consent
Orders. The analysis is not intended to constitute an official interpretation of the agreement and
proposed Consent Orders or to modify their terms in any way. Further, the proposed Consent
Orders have been entered into for settlement purposes only and do not constitute an admission by
Renown Health that it violated the law or that the facts alleged in the Complaint (other than
jurisdictional facts) are true.

Il. Background and Structure of the Market

Renown Health is based in Reno, Nevada, and operates general acute care hospitals and
commercial health plans which serve the Reno area. It is the largest provider of acute care
hospital services in northern Nevada.

Prior to the transactions at issue, most of the cardiologists practicing in the Reno area
were affiliated with two medical groups which did business under the names Sierra Nevada
Cardiology Associates (“SNCA”) and Reno Heart Physicians (“RHP”). Cardiologists are
generally internal medicine physicians who specialize in the practice of cardiology, including the
provision of non-invasive services (general cardiology), invasive cardiology services (e.g.,
diagnostic cardiac catheterization), interventional cardiology services (e.g., catheterizations and
the placement of stents), and electrophysiology services (e.g., services related to the diagnosis
and treatment of heart rhythm conditions). The practices of the SNCA and RHP physicians did
not generally include cardiac surgery or pediatric cardiology. Other than the physicians affiliated
with SNCA and RHP, there are very few cardiologists practicing adult cardiology in the Reno,
Nevada, area.



In late 2010, Renown Health reached agreements to acquire SNCA’s medical practice
and to employ the 15 SNCA cardiologists who practiced in the Reno area. Prior to Renown
Health’s acquisition of SNCA, it did not employ any cardiologists. With the employment of the
SNCA cardiologists, Renown Health competed with RHP in the provision of cardiology services.
In March 2011, Renown Health acquired RHP. As part of this acquisition, Renown Health
employed the 16 RHP cardiologists who practiced in the Reno area.

Among other terms, the employment agreements between Renown Health and the
cardiologists from both SNCA and RHP contain covenants that prohibit the cardiologists from
entering into medical practice in competition with Renown Health (“non-compete provisions™).
As a result of the acquisitions of the two medical groups (and the employment of the physicians
affiliated with those groups), Renown Health now employs approximately 88% of the physicians
providing cardiology services for adults in the Reno area.

Ill.  The Complaint

The complaint alleges that Renown Health’s acquisitions of the two cardiology practices
created a highly concentrated market for the provision of cardiology services in the Reno area.
According to the complaint, the consolidation of the two competing groups into a single group of
cardiologists employed by Renown Health has eliminated competition based on price, quality,
and other terms of competition. The consolidation of the two groups into one increased the
bargaining power of Renown Health and may lead to higher prices. The complaint further
alleges that entry into the market at a scale large enough to form a competitive alternative for
health plans is unlikely to be timely or sufficient to deter the likely price increases.

V. The Consent Orders

The goal of the Consent Orders in this matter is to restore competition for cardiology
services in the Reno area as quickly as possible. The Commission believes that competition is
likely to be restored if Renown Health is required to release a certain number of its cardiologist
employees from their employment contracts freeing them to practice either as employees of other
health care entities or as part of independent medical groups in the Reno area. Renown Health
has entered in an Agreement Containing Consent Orders, which includes the Order to Suspend
Enforcement of Renown Non-Compete (“Order to Suspend”) and the Decision and Order.

A. Order to Suspend Enforcement of Renown Non-Compete

The Order to Suspend establishes a period of time during which the former SNCA and
RHP cardiologists currently employed by Renown Health in Reno may explore other
employment and professional opportunities in the Reno area confidentially, whether as an
employee, a member of a medical group, or in private practice. During this period, Renown
Health is prohibited from interfering with the cardiologists’ employment discussions and from
enforcing the provisions in their employment contracts prohibiting such activities. The purpose
of this Order to Suspend is to allow Renown Health’s cardiologists to communicate with possible
employers without the risk of violating the non-compete provisions in their current employment
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contracts. In order to facilitate this process, the Order to Suspend requires Renown Health to
inform all of its cardiologists through an explanatory letter, as well as copies of the Orders and
this Analysis to Aid Public Comment within two days of the Orders being placed on the public
record.

The Order to Suspend is effective immediately, i.e., without a public comment period,
upon the Agreement Containing Consent Orders being placed on the public record, and operates
for at least 30 days while the Commission receives and considers public comment on the
Decision and Order. Cardiologists may decide during this period to terminate employment, and
may notify the special monitor (who has been appointed) to ensure their inclusion in the group of
up to ten cardiologists who will be allowed to leave Renown Health in the event that the
Commission issues the Decision and Order. However, nothing in the Order to Suspend requires
Renown Health to release any physician from his or her employment agreement until the
Decision and Order becomes final.

B. Decision and Order

If the Commission issues the final Decision and Order, a second 30-day period (“Release
Period”) will begin. During this period, cardiologist employees can terminate their employment
with Renown without penalty so long as the following conditions are met:

1) The cardiologist must submit notice of an intention to terminate employment with
Renown Health to the monitor who has been appointed for the purpose of
assuring confidentiality;

2 The cardiologist must state his or her intention to continue to practice in the Reno
area for at least one year;

3) The cardiologist must be among the first 10 physicians to submit notice to
terminate employment. Renown Health is not required to release more than 10
cardiologists from their employment contracts. To protect the confidentiality of
the doctors who want to leave, the monitor will submit to Renown Health no more
than the first 10 notices received; and

4) The cardiologist may not leave prior to the monitor delivering notice to Renown
Health, but must leave employment with Renown Health within 60 days of
Renown Health receiving notice from the monitor.

At any time during the Release Period, after the monitor has informed Renown that 10
physicians have met the requirements to terminate without penalty, Renown may request that the
Release Period be terminated.

If at the end of this Release Period fewer than six doctors have notified the monitor of
their intent to terminate employment, the period in which cardiologists may continue to explore
other employment opportunities and leave Renown’s employment without penalty will remain
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open until six cardiologists have terminated their employment with Renown. This provision is
included in the Decision and Order to ensure that at least six physicians can leave.

Paragraph 11 describes the basic terms under which cardiologists may terminate their
employment with Renown Health. It prohibits Renown from (1) enforcing any non-compete,
non-solicitation, or non-interference provisions in their employment agreements, (2) pursuing
any breach of contract action for violation of any of these provisions, or (3) taking any retaliatory
action against any physician who either leaves under the terms of the Orders or who decides not
to leave after exploring other employment as allowed by the Orders.! The Order does not,
however, require Renown to allow cardiologists to terminate their employment agreements in a
manner other than that specified in the Decision and Order.

Paragraph 111 provides for the extension of the period for cardiologists to terminate their
employment if at least six cardiologists do not terminate during the initial period.

Paragraph 1V includes a number of provisions to ensure that Renown Health will not take
any actions to discourage physicians from exploring opportunities to leave or from leaving its
employment pursuant to the Decision and Order. In addition, Paragraph IVV.A.6 prohibits
Renown Health, for a period of three years, from denying, terminating or suspending the medical
staff privileges of any physician who leaves Renown Health’s employment pursuant to the
Consent Orders.

Paragraph V preserves Renown Health’s obligation to provide transition services to
cardiologists whose employment contracts include such provisions, excluding transitional
services relating to negotiating with health plans. Paragraph VI requires Renown Health to give
advance notification for future acquisitions affecting this market. Paragraph VI specifies the
rules governing the work of the special monitor.

The remaining order provisions are standard reporting requirements to allow the
Commission to monitor on-going compliance with the provisions of the Order.

V. Renown Health’s Agreement with the Nevada Attorney General

The State of Nevada, through its Attorney General, worked with the Commission staff in
the investigation and resolution of this matter. The Nevada Attorney General filed her own
complaint containing allegations similar to those in the Commission’s complaint, and Renown
Health has entered into a stipulated agreement with the Nevada Attorney General that contains
obligations similar to those in the Commission’s orders. This agreement is embodied in a
document called a Final Judgment, and is subject to court approval. Copies of these documents
can be obtained from the Nevada Attorney General’s Office.

! The Order does not require that any doctor terminate employment with Renown or work for any other entity.
Similarly, it does not require Renown to fire any doctor. It also does not prohibit Renown from negotiating with a
doctor to reach a mutual agreement for that physician’s employment to be terminated.
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