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July 31, 1996
. . subject' o the

- s of Seetion
Mr. Richard Smith apidentielity provisick of e e

ificat " oron Act wnien restriets
Premerger Notification Office 4 of the C1 ayton  sestricts
Federal Trade Cammission "2 '\ ger #he Freedom of lnforme

Washington, D.C.

Re:  Application of Hart-Scott-Rodino Antitrust Improvements Act of 1976 (tLe "Act")

Dear Dick;

nig ma“he?ial m&y

The purpose of this letter is ask you, on behalf of the Premerger Notification Office, to
revicw the teis vl a proposed transaction, which will be structured as descrihed in this letter and
the uccompanyiny attachment, so that we may discuss the application of the Act to the proposed
transaction.

For the purpose of this letter, we will assume that the jurisdictional tests of the Act are
met by the parties and the proposed transaction. The proposed transaction is the formation of .
new, non-stock, not-for-profit corporation by two entities, Joint Venture A and TTolding
Company B. Joint Venture A is an unincorporated joint venture between Ilealth System A-1 and
Health System A-2. As part of the joint venturc, Health System A-1 is the sule commmon
stockholder of Hospital A, a stock, not-for-profit corporation, and Health System B-1 is the sole
holder of convertible debentures issued by Hospital A. In their capacities as stockholder and
debenture holder, 1Icalth System A-1 and Health System A-2 have equal control over Hospital A
and arc cach ultimate pasent cntities vl Hospital A. Heath System A-1 and Health System A-2
gach have substantial activities outside of Joint Venture A

Holding Company B is a non-stack, not-for-profit corporation, which has as its corporate
members certain psieapathic physicians practicing medicine at Hospital B, and is it5 own ultimate
parent entity. Holding Company B's sole purpose is to hold the corporate membership of
Hospiral B, a non-stnck, not-for-profit corporation, as well a5 the voting securitics and corporate
memberships of other related for-profit and not-for-profit corporations associated with Hospital B
(the “Related Companies”). Holding Company B has no other significant busincss activities
outside of its interests in Hospital B and the Related Companies.

Joint Venture A and Holding Company B propose to form o not-for-profit corperate juint
ventire, Newco, which will be a non-stock corporation. At the time of formation, Joint v
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Venture A will contribute to Newco the stock and dchentures of Iospital A and Holding
Company B will contribute to Newco the corporatc membership ia Hospital B. Holding

- Company B will also contribute to Newco the voting securities and corporate memberships of the

Related Companies. At the present, it has not been decided how Health System A-1 and Health
System A-2 will hold Joint Venture A’s membership in Newco. As memhers of Newco, Joint
Venture A (or Health System A-1 and Health System A-2, coflectively) and Holding Company B
will have the right Lo elect an equal number of directors to the Newco board of directors.

The structure prior to the formation of Newco and after the formation of Newco 18
depicted on the diagram attached o this letter.

On the basis of our previous conversations regarding the formation of non-stock, nol-for-
profit corporations, 1 believe that the Premcrgcer Notification Office may view this proposed
transaction as the formation of & non-stock, not-for-profit joinl venture corporation which does
not require premcrger notification under the Act. I would like to speak with you as soon as

possiblc to discuss the I'remerger Nojttentin it's position with respect to this proposed
)//'transaction. Please telephone wic { your earliest convenience.

Very tnily yours
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Transaction _.

In the formatlon of Newco, in exchangs for 8 membership in Newca, Joint Vonture A wilf
contribute to Newco the sluck 4nd debentures of Hospital A and Helding Company B will
contribute to Nawco its mcmbership in Hopsital B, and Hulding Company B will also contribute
the memberships and voting securitics of Hospital D's related companies.

— —
Aler Teansaction

LR il bl i

: Jnint Verture A .'

| l

: u..m Byslonn ! l:mun System ! H

" A-1 A | -

H ' EI’M Curripany

{ l B

t '

______________ \- mmmemacw—— /_,_____,
damber; (Memben

r
Newce
(Not for Profit) \
\.

/7 N\
/

(Crocidrukler mi) -
D-\mlul' hddul)

l E"_i uim






