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John Patrick Sharpe

Premerger Notifictien Office
Burean of Competition

Sixth & Pennsylvania Avenue, N.W,
Raom: 303

Washingtom, DT 20580

Re: P‘remergw Notlﬂcatmn chu:rementu Uud.e.r thl: Hm—Smtt-Rndmu

Dicar Pet:

Aa I indicated in my phone mail message fhis afierooon, onr client is engaging in &
transaction that we belisve dees not equire the filing of a premerger netification report form
witder the Act, and we would like 1o confirm with yeu our analysis on the matrer. .

We represent Manuger, a business corporation that provides wmsmagement apd
sdministeative services to Medical Ceprer. 2 not-for-profiv corporation. Medics! Cemter pperates Y i
a reghlated business that reqnhires 5 cettificarc of need {a "CONT, In 199], Magager purchased l wg " A
eertain 12nglhle assety from, Medical Cemter for 4 purchase price of less than $10 mijiior and,
in connection therewith, enteyed jnto an admintatrative services ngresment, termineble ppon 90
days notice, vnder which Manager provides certain sdministrative services and support o
Medicel Cegter, The ultimate parent catity of cach of Manager and Medical Ceater wonld meet ale
the size-of-the-party test. asseT &

50 The parties now wish 1o effect 2 ransaction in which Medicsl Center’s cperations will ‘”" l_'.!..u{ﬂ

~ be ansfetred to @ pew eatity (‘NewCo") that will apply for & new CON. Neido will be
/uwned by two offigers of Manager, each of whom owns less than 10% of Manager's voting B0l "W
WoF secusities. Manager, a5 4 matter of law, it is not eligible to own NewCo.

o oy fofad
¥ The transactions will ocour 25 follows: batis df?“ﬁ"“ﬁé&,

+ iy ot

L i Maunsper will pay $20 miltiop-fa Medlesl Center in consideratinn for Wedicgl
Center agresing to oot compete with NewCo and, if NewCo s unable t0 ohtain a zew CON,
granting to Mapager the right o contimue to opersie under the Admdnistrative Services
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Agrecment for an cxtended period of time, as well as in consideration for Medical Ceanter's
agresment to cooperats in the transactions described below.

- The current Administeative, Services Agreement between Manager and Medical
Center will remain in effec. However, if Medica] Centeg ferminates the Administrative Servicea
Agrecment Without calme, Medical Cenfee ia. philgeted to then ester isto 8 forty year
administrative scrvices agreément with Manager that cannol be termimated without canse.
Furthermare, if the, applicable regulatory suthorities determing that this arrapgement s not
enforceable, Manager would by entitled 2o repeyment of the unmmortized portion of the $20
million paid to Medical Ceater as described above, baged upon a 20-year amortization schedule. ok b 1

3. NewCo will be formsd by the individuals Gescribed above and will apply for a[*"557- F0
CON. Bofh (VPEL hayt lss than BOImm
/ o Balet ek ALSeLS
4, If the CON is granted, NewCo will purchese from Medical Center'all of the
releyant paticnt records for & purchase price of $600,000, atd NewCe ahd Manager will onter
into a 40 year administrative services agreement. Concutrent with these transactions, the
Administrative Services Agresment betweed Manager and Medical Centerwill terminate.

-An we discussed, i is our view thar the forcgoing framsactions do not jnvolve the
gurchese of essets or voting securities by Mavager. In consideration for the payment of $20
million, Magager is Teceiving the benefits of a covenant to not compets with NewCo, or in the
alternative, the comimilment to a 40 year arfangemenf, subject’ wy the right to l"g_.ncivs m {_
vammortized portion of such funds in retura if such arrangement is not cuforceable.” Manager | F oo o
also is recciving the intangible bencfits of an apreement to cooperate 1o the cunzeniplaﬁﬁ;t"?wg
ttansactions. Aa the staff haa observed in the past, entering mbo an agreement nof (o comp pf cssett
seemms. by iezelf no more like an acquisition thah does entering (e 4 dervice confract or = leage,
To the extent the covenant might be thought of as something like an asset, it is created, rather
than (rapsferred or acquired, at the lime it is giver. With respect tor the purchase of assets byf fpuf
NewCo, NewCp would not meet the size-of-the-pariy test and the 5600,000 purchase pricgly, 1.

would meet the size-of-the-wansaction requirsment. pol ”Kﬁ S
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