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Richard Smith, Esqg.

Premerger Notification Office
Bureau of Competition

Federal Trade Commission

&th Street & Pennsylvania Avenue
Washington, D.C. 20530}

Re: Infarmal Inderpretation Pursuant o 16 C.F.R §803.30

Dear Mr. Smith:

This letter surnmarizes the informal interpretation, pursuant to 16 C.F.R.
5803 3, vou provided SN e over the telephone on June 10, 1999
relating to the proposed fransaction described hersin.

The proposed transacton confemplates sipning a “joint operating
agrecment” for the joint management of the operalions of a4 number of separately
owned pediatric {acilittes and pediawic vnits of hospitads {the *Pediatric JOA")
and the formation of a not-for-profit, nen-stock corporalion. The board of the
Pediairic JOA will vverser manusgement of the pediatc oporadons of the various
hespital participants, and managernent will be directed by a common CEQ. The
parties to the Pediatric JOA will be Hospital A, which operates a single pediatric
hospital, and another joint operating enrtity {also a not-for-profit corporation) that
manages the overall operations of four separarely owned hospital systems fthe
“GGeneral JOA")Y Essentially, the General JOA will be ceding its management of
the pediatric facilities of its participants io the Pediatric JOA.

The Pediatric JOA agreement will provide that, among other things,
Hospital A and the General JOA will share profits and losses from the joint
aperation of the pediatric facilities. Hospital A’s share will ke approximately two-

I As we cxplained to youl, the Geoeral JOA way [Drmed By a similas joint uperaling wgreement.
Urnder ihe General JOA agreement, each of the hospital sysism memnbers share profits anud iosses
from (heir joint uperations and is govesned by a JOA board of directors. Mo single baspital systm
has the right to appoint & majocity of divectors of the Genetal JOA carporation’s baard,
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thirds and the Ceneral JOA's share will one-third., Additionally, Hespital A will
have the right 1o appoint 14 of the 22 voting members of the Pediatric JOA's
bnard of directors and the Generad JOA has lhe right to appoint seven board
members.

However, Hospital A and the hospital participants of the Ceneral JOA will
at all times retain title to their pediatric facilities and will bear the risk of loss
with respoct in those facilities. Additionally, in the event that the Pediatric JOA is
terminated, any assets owned by the hospital participants prior to the formation
of the Pediatric JOA will continue to b owned by the reapective participants.
Hospital & and the hospital participanis of the General JOA will also euch retain
the right to appeint their own boards. Hospital A and the hospital participants of
the General JOA will also retain certain powers, including the right to approve
mergers, consolidations, dissolutiens or sales of substantially all of the assets of
their respective pediatric facilities. Note, however, that the Pediatric JOA may on
its uwn transfer up to $3 million ol participant’s pedialdc asscts without the
approval of the huspital paricipant, but only il the assets are two longer roguired
in the operation of the Pediatric JOA,

Your informed us that the transagtion described herein does not constitate
a prosently reportable transaction under the Hart-Scott-Rodino Antitrust
Improvetnents Act of 1976, as amended, because there will be no transfer of
beneficial ownership of any asscts.  Additionally, you also cxpluined that the
formation of the Pediatric JOA corporation is nat reporlable under 16 COFE.
§801.40 if that corporation will have total asseta of less than 310 millionn. In
addition, Hospital A and the General JOA will each be obtaining only fractional
“membership” interests in the Pediatric JOA corporation and therefore will not be
acquiring sy asscts or vobing securitdes thercof,

Please call me if this letter does not reflect the advice that you gave to Mr.
d me en June 10, 1999,

Thank you very rauch for vour assistance in this matrer.
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