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UN TED STATES OF AMER CA
SS

BEFCRE FEDERAL TRADE COW SSI ON

In the Matter of

)

)

Butterworth Heal th Corporation, )
a corporation, )

)

and )

)

)

)

Bl odgett Menorial Medical Center,

a corporation. Docket No. 9283

COVPLAI NT

Pursuant to the provisions of the Federal Trade Comm ssion
Act, and by virtue of the authority vested in it by said Act, the
Federal Trade Comm ssion, having reason to believe that
respondents Butterworth Health Corporation and Bl odgett Menori al
Medi cal Center, corporations subject to the jurisdiction of the
Comm ssi on, have agreed to consolidate their services, facilities
and operations; that the proposed consolidation, if consumat ed,
woul d violate Section 7 of the dayton Act, as anended, 15 U S. C

§ 18; and it appearing to the Conmssion that a proceeding by it
in respect thereof would be in the public interest, hereby issues
its conplaint, pursuant to Section 11(b) of the dayton Act, 15

USC § 21(b), stating its charges as foll ows:
DEFI NI TI ONS

PARAGRAPH ONE:  For purposes of this Conplaint, the
follow ng definitions shall apply:

(a) "Ceneral acute care hospital” neans a health care facility,
licensed as a hospital, other than a federally-owned facility,
havi ng a duly organi zed governing body w th overal

admnistrative and professional responsibility, and an organi zed
prof essional staff that provides 24-hour inpatient care, that may
al so provi de outpatient services, and having as a prinary
function the provision of inpatient services for nedica

di agnosi s, treatnment, and care of physically injured or sick
persons with short termor episodic health problens or
infirmties.

(b) "Ceneral acute care inpatient hospital services" means
24-hour inpatient health care at a general acute care hospital,
and rel ated nedical or surgical diagnostic and treatnent



services, for physically injured or sick persons with short term
or episodic health problens or infirmties.

(c) “Primary care inpatient hospital services ” means basic

general acute care inpatient hospital services, such as nornal
childbirth, general nedicine, and basic general surgica
pr ocedur es.

THE PARTI ES

PARAGRAPH TWO  Butterworth Health Corpor ation

(“Butterworth ”) is a non-profit corporation organized, existing
and doi ng busi ness under the laws of Mchigan, with its principal
pl ace of business at 100 Mchigan N E, Gand Rapids, M chigan
49503. Butterworth, and/or its subsidiaries or affiliates, owns
and/ or operates Butterworth Hospital, a general acute care
hospital in Gand Rapids.

PARAGRAPH THREE: Bl odgett Menorial Medical Center
(“Bl odgett ”) is a non-profit corporation organi zed, existing and
doi ng busi ness under the laws of Mchigan, with its principal
pl ace of business at 1840 Walthy S.E, G and Rapids, M chigan
49506. Bl odgett owns and operates Bl odgett Menorial Medical
Center, a general acute care hospital in Gand Rapids.

JURI SDI CTI ON

PARAGRAPH FOUR Butterworth and Bl odgett are, and at al
times rel evant herein have been, engaged in conmmerce, as
"comrerce" is defined in Section 1 of the dayton Act, as

anended, 15 U S. C § 12.
THE PROPCSED CONSOLI DATI ON

PARAGRAPH FIVE: On or about July 24, 1995, Butterworth and
Bl odgett entered into an agreenment to consolidate their

busi nesses by formng a common parent corporation. Respondents
conbi ned annual sal es and their conbi ned assets each exceed $600
mllion.

NATURE OF TRADE AND COMVERCE

PARAGRAPH SI X For the purposes of this Conplaint, the
rel evant lines of comrerce in which to anal yze the proposed
acqui sition are the production and sal e of general acute care
i npatient hospital services and/or any narrower group of services
contained therein, including, but not limted to, primary care
i npati ent hospital services.



PARAGRAPH SEVEN  For the purposes of this Conplaint, the
rel evant sections of the country are the greater Kent County
area, consisting of Kent County, together with portions of six
adj oi ni ng counties (southern Newago County, southwest Montcal m
County, western lonia County, northern Barry County, northern
Al egan County, and eastern Gtawa County) for acute care
inpatient hospital services; and the i medi ate G and Rapi ds area
for primary care inpatient hospital services.

MARKET STRUCTURE

PARAGRAPH El GAT:  The rel evant narkets -- i.e., the rel evant
lines of conmmerce in the relevant sections of the country -- are
hi ghly concentrated, whether neasured by Herfindahl -H rschman
Indices ("HH") or by four-firmconcentration rati os.

ENTRY CONDI TI ONS

PARAGRAPH NNNE:  Entry into the rel evant markets is
difficult, due to state certificate of need regul ation of entry,
substantial lead tines required to establish a new acute care
hospital in the relevant markets, and other factors.

COVPETI TI ON

PARAGRAPH TEN.  In the relevant narkets, Butterworth and
Bl odgett are actual and potential conpetitors.

EFFECTS

PARAGRAPH ELEVEN  The effects of the aforesaid
consolidation may be substantially to | essen conpetition in the
rel evant markets in the foll ow ng ways, anong ot hers:

(a) it would elimnate actual and potential conpetition
bet ween Butterworth and Bl odgett;

(b) it would significantly increase the already high | evels
of concentrati on;

(c) it may provide the nmerged entity with the ability to
exerci se market power;

(d) it may increase the possibility of collusion or
i nt erdependent coordi nation by the remaining firns; and

(e) it may deny patients, physicians, third-party payers,
and ot her consuners of general acute care inpatient
hospital services the benefits of free and open
conpetition based on price, quality, and service.



VI OLATI ONS CHARGED

PARAGRAPH TWELVE: The consol i dati on descri bed i n PARAGRAPH
FIVE, if consummated, would violate Section 7 of the dayton Act,

as anended, 15 U S C § 18.
NOTI CE

Notice is hereby given to the respondents Butterworth Heal th
Corporation and Bl odgett Menorial Mdical Center that the
thirteenth day of Decenber, 1996, at 10:00 a.m o'clock, or such
|ater date as determned by an Admnistrative Law Judge of the
Federal Trade Comm ssion, is hereby fixed as the tinme and the
Federal Trade Comm ssion Cffices, Sixth Street and Pennsyl vani a
Avenue, N W, Room 532, Washington, D.C 20580, as the pl ace
when and where a hearing will be had before an Admni strative Law
Judge, on the charges set forth in this conplaint, at which tine
and place you will have the right under said Act to appear and
show cause why an order should not be entered requiring you to
cease and desist fromthe violations of |aw charged in the
conpl ai nt.

You are notified that the opportunity is afforded you to
file with the Commssion an answer to this conplaint on or before
the twentieth (20th) day after service of it upon you. An answer
in which the allegations of this conplaint are contested shal
contain a concise statenment of the facts constituting each ground
of defense; and specific admssion, denial, or explanation of
each fact alleged in the conplaint or, if you are w thout
know edge thereof, a statement to that effect. Allegations of
the conplaint not thus answered shall be deened to have been
adm tted.

If you elect not to contest the allegations of fact set
forth in the conplaint, the answer shall consist of a statenent
that you admt all of the naterial allegations to be true. Such
an answer shall constitute a waiver of hearings as to the facts
alleged in the conplaint, and together with the conplaint wll
provide a record basis on which the Admnistrative Law Judge
shall file an initial decision containing appropriate findings
and concl usi ons and an appropriate order disposing of the
proceedi ng. |In such answer you nmay, however, reserve the right
to submt proposed findings and conclusions and the right to
appeal the initial decision to the GComm ssion under Section 3.52
of the Commssion's Rules of Practice for Adjudicative
Pr oceedi ngs.

Failure to answer within the tine above provided shall be
deened to constitute a waiver of your right to appear and cont est
the allegations of the conplaint and shall authorize the



Adm ni strative Law Judge, wi thout further notice to you, to find
the facts to be as alleged in the conplaint and to enter an
initial decision containing such findings, appropriate
concl usi ons and order.

NOTI CE OF CONTEMPLATED RELI EF

Shoul d the Comm ssi on conclude fromthe record devel oped in
any adj udicative proceedings in this matter that the proposed
consolidation challenged in this proceeding would if consumat ed
violate Section 7 of the dayton Act, as anended, the Comm ssion
may order such relief against respondents as is supported by the
record and i s necessary and appropriate, including, but not
limted to:

1. Rescission of the agreenment between respondents to
consol idate their businesses by formng a common parent
cor poration.

2. If the consolidation is consumated, divestiture of
either Butterworth Hospital or Bl odgett Menorial Medical Center
hospital, and associ ated assets, in a manner that restores both
hospital s as vi abl e, independent conpetitors in the rel evant
mar kets, subject to the prior approval of the Federal Trade
Conmm ssi on.

3. Afive (5) year ban on any conbi nati on of respondents ’
hospital s, except as may be approved by the Conmm ssion.

4. Arequirenent, for a ten (10) year period, that each
respondent provide prior notice to the Com mssion of any hospital
acqui sitions, nergers, consolidations, or any other conbi nations

of a respondent 's hospital with any other hospital in the
rel evant market.

5. Requirenents that respondents file periodic conpliance
reports with the Comm ssion.

6. Any other provisions appropriate to correct or renedy
the anticonpetitive effects of the transaction

| N WTNESS WHERECF, the Federal Trade Comm ssion has caused
this conplaint to be signed by its Secretary and its official
seal to be hereto affixed, at Washington, D.C. this eighteenth
day of Novenber, 1996.

By the Comm ssion, Chairman Pitofsky recused and
Comm ssi oner Azcuenaga not partici pating.



SEAL

Donald S. dark
Secretary



