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Mr. Richard Smith
Federal Trade Commission

Sa
Pre-Merger Nodlication Office -
Bureau of Competition, Room 303 .
6" Street & Pennsylvania Ave., NW :
Washington, DC 20380

L)

Dear Mr, Smith:

This lener confirms our telephone conversation on July 26, 1999 reganding Lhe applicarion
of the Hart Scott Roding Amtitrust Tmprovements Act of 1976, as amended (the "HSR Act™} and
the rules and regulations promulgated thereunder to the facts helow:

* Iospital Nerwork A i3 a not for-profit, tax exempt corporation, that servis us Lhe
sole corporate member of a number of hospitals and Lospital helding companies
in a certan metropolitan avea, inclvding Hospital B and Hospital Holding
Company C.

. Each of Hospital B and Hospital Holding Company C is a nol-for-profit,
£XCmPt COrpOTAtlon.

- In its capacicy as sole corporate member, TTospital Network & has been granted a
number of reserved powers over Hospitul B and Hospitad Holdieg Company C,
including the right to appoint directors io the boards of Hospital B and Flospital
Holdimg Company C and to remave directors for cuuse,

= With the approval of ITospital Metwork A, Hospital Holding Compay C plans o
merge Into Hospital B

L The Board of Directors of Hospital Network A ha approved the woluntary
dissolution of Hospita! Netwark A, and Hospital Network A s currendly in the
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process of winding up its affairs. Although the effective date 5f dissolution has vet
to be determined, we asked that you presume, for the sake ot analysis, dhac
FHaspital Network A would not be dissolved until after the merger of Hospital B
and Hospital Holding Company C.

. Hospital Network A will continue to exercise its reserved powers over the network
hospirals and hospital holding companics, inchuding over Hospitai B and Hospital
Holding Company , {hrough the effective date of dissolution. However, Hospital
Nerwork A will carry on few other day-to-Jay operations, other than those
necessary o wind ap its affairs,

You opined that the merger of Hospilgd Holding Company C aonto Hospial B would not
chostitate a reportable transaction under the HER Act. Although such merger would not fall
within the exemption for Intraperson Transactions under Rule 802.30 of rhe ISR Act rules
because no voting securities are involved, the I'TC Pre-Merger Notificition Office has interpreted
Rule 301.1{c)(8) to exempt the merger of two nop-profit corparations having the same sole
corporate member/purcnt because (he parent already holds all of the assets held by the enfilies |
comrols. Thus, Hospital MNetwork & would be viewed as already holding the sssels of bath
Bospital B and Hospital Holding Company C and the merger would not constitute an acquisition
of assews under the HSR Act,

This conclusion is not altered by the fact thet Hospital Network & will be dissolved and
removed as the member of Hospital B following the effective date of the merger. As yon stated,
35 long as Hoespital Network A exists and holds the reserved power over appolntments to the
boards of Hospital B and Hospital Holding Company C at the time of the merger, the meraer will
not be reportable,  Of course, if Hospital Network A is dissolved or removed as a member of
Huospiral B and Hoiding Company C prior oo their merger, the merger will be reporrabic.

Wi further asked you e confinm rhal the dissoluton of Hospital Network 4 and i3
removal a5 the sole member of Hospital B and the other hospitals thar comprise the Nelwork
would not itself trigger any HSR Act reporting obligations. Based on our representation that the
only assets of Hospital MNetwork A that might he transferred to its constituent hospitals were
furnifure, cquipment and art work with values well under the HSR Act thresholds, you confirmead
thal the dissolution would not be reportable, unless "some one else” were (o replace Hospilal
Network A as the sole corporate member of Hospital B and the other hospitals.
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If the foregoing does not accurately reflect the Pre-Merger Notification Office’s position

regarding the reportability ut the proposed iransaction, pledse contact either mew
or “priﬂr 1o the close of business on Augnst 16,

Thank you for your assistance. Should you have :my questions, please do oot hasitate to

cafl.

Very tntly vours,
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