Aupust 25, [999

BY FACSIMILE

Mr. Patnck Sharpe
Premearger Notification Office o -
Burzau of Competiticn . e
Fedetal Trade Cormmission o
5 Sresr and Peansylvania Avenue, N.W.
Waushingron, DN, 20580

i

T

Ra:

1.
0
L

Dear Mr. Shame:

Thank wou for rasing the time earlier ioday 1o discuss the flipng issies T described,
Below, I hove tried 1o describe the key feanures of tw proposed rantaction we discussed. !

appreciats your affer 16 revicw 102 alternative stucnirés of the mansaction and provide me with
FOUL Analyms.

The proposcd ransacion invelves the ereation of a jaint operanag eniiy in the health
care ares. The parhes 1o the ransacnon inrend o alfiliare apd combine thew operations throush
the creation of 2 rew pooprofit comporate enrity, which will senve as the managing member of
vartogs nonprofic enines curently contralled by or affitiated with =2ch party,

One party to the ransactian {Party A) s poppeadit, membership corporation whick
previously cambined the operations of several bospitals and related non-profir healh care entifies
into a jeiot operaling company. The assets opcraped by Party A were not ransterred 1o Pany A,
bt remain with the members of Party A, Subsequently, Party A has obraiped assels of its own,
whizk now have a book vajee of approximarsly 540,000,000 tand delieved 1o have s fair market
value in excess of $10,000,000), and anoal ner sales in excess of $180,006,000_
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7 Entities within the nltimate perent etuity of Parry A have toral assers valued in cxeess of

U1 EL 100,000,000,

The other pary to the ransacgen {Pacy B) is a hospial organwr2d «s a pon-profiz, nan-
member corporanen, which may be reconstmied as 2 non-prodis health coud sysiem with 2
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meTriper prier (o the wanskedon. Party B has roral assers a;m:l annual net 5.1!5' m axcess of .
i r[._ E e -*‘“—-’ e '!f"

$100,000,000. .fr -ﬁL-L'
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Party A and B imend 10 cortbine 1 rhe- c_rgera_mm.rhmunh the formarton .;.r B, pmlr:r
ane of the fo{lowing thres scenarios. RS S RN W A

. : /,1 Creste Newco by reconsttuting Party A ((luoush amy necessany changss w
) + #2 C‘St"i £t | Farty A’s aricles of incorperation and/or bylaws). Under this scepario, Pany B
¥ et .u,'“-' 5 ',4 _:',‘Li ? would become 4 “System Member” of Neweo with sperified powers. The elzyent
. E r Hmw A wonld be combined apd reconauieizd as the only other
£ omFwdeet o Susiem Member of Nowea,  Each Systern Metmber shall have the pawer to
£r b ey = lappoipr 2 mmpbers of Mewea™s Board of Direcrars (which Eoard shall consist of
~tr 612 Jmembers). Sysiemn Members of Neweo would also have the authoriry,
Eercised through their unanimaus consent, ta: 4} approve amendmenes (o
| forporate docutnents, sleet and remave metnbers of Neweo's Buasd {ofher than
- Bireviors appointed by the Sysem Members direetly); b) approve the disselogon,
‘maerger or consolidation of Newco; o) adinit new sysrern mumbers to Newoo; di
,-’ approve stratsgie plans and sraregic financial plans for Newea, &) approve and
-} terminaee the PrevidentCEO of Neweo; und, f) approve financial qunsactnan
I approval sladedines,
1
Ii. Under Seepario 1, Party B would not conmibuie any asgers o hewep, Party A%s
© existing assels (approximately $50,000,000) wouid be held by Neweo after Paniy

A was cecanstmied &5 Neweo, it i s L
L h Boeuario 2, ¢ aew corpocate entity, Neweo, would be created by Payry A and” a; "‘\' _-f £ [!rv
t Rarty B, as 3 non-profit, metnbeczhip corporation with the sare _mg;:_a;-d i «e!
r’ L aurhnn_t:z 1oy Systam Mesnbers as deseribed above ia Scenano 1. Under Sesnarin®

7, ho 238278 would be conaibuied 1o Neweo by Parry A ot Party B af the nme )
Newce was created, However, Scenario 2 contemplates that Neweo woald=_ ﬁ* ‘:ﬁx |
acdpure the assets of Party A through a fa:umry TNErEET berwean Neweo a.n J Vg
;o Parmy A, with Newco being the survivife ennty. -

SI Seenanio 3, Newro would hie credted us a new cuzporate cnib:,_l:‘mﬁ and . ﬁ
P:.HFE a8 M Sgeaado 2. Suhsequem-m-rl = cratjon of Neweo jn S Scenanc 3, “ ”L L

Lﬁ.ev.’cn wald 1 purchass the assels uf Pacty A in a separaic Uahsactod. ™ by T"_J.fg

1 wm.[d Ippreciase your thouzhts on the filowing notification issacs, Firsl, would a J

filiny be rdquar&d under Seenagio 1 for the acquisition oﬁh‘, described membership intaresim a

nou-profit parperation (Pamy 4) by Farmy B, where Party A kolds Wrﬂxlm:ciy 540,000,000 in
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3588157 Second, under Scenarjo 2 would 1 filing be réquined for the ereation of Neweg ar the
aCquisirion by Neweo of Party A°s asseis thivusk the deseribed SOty mecgert Fingily, under
Scenano 3, would 3 filing he AeCessary forthe creation of Newco or the acquisition by Wewgg of
Pary A's ussers through a purchase franzaciion?

1 apprecigra YOUr assistance in this maper, Plozse give me g cal] if ¥ou bave any
QUuEstions or need additianal mformaring

Sincerely,
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