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April 9, 1998

Mr. Richard Smith
Premerger Notitication Office
Federal Trade Commission
Washington, 1D.C.

Re: ! i i 5 o Anti verjents Act {the " Act”

Dear Dick:

The purpose of this latter is to confirm your advice that nu filing wifl be required under
the Act for the following iact pattern. Our cliant is a not-for-profit hospital {“Ilespital A™),
which is ile nwn ullimnate parent entily. Hospital A imtends 1o form a new, not-for-profit
sorporation {“Newco™) with another act-for-profit hospital {“Hospita]l B™), which is parl of a
larger hospital sysiem. Hospilal A and Hospital B will each be 5(F% members of Neweo and will
appoint an sqpal pumber of directers to the Keweo board. Neweo, Hospital A and Hospital B
will enter into 2 joint cperating agreemeat whercby Newco will operatk both Hospital 4 and
lNespital B, The Boards of Hospital A and Hospital B will continue 1o be appainted as they
currenlly are and will continue lo oparate and make decisions in aceordance with their existing
hy-laws, [Enwever, cerfain enumeraled powers regarding hospital operations will be reserved lor
the Meweo board, With respect to these maRters, a majority ol the representalives on the Newco
baard from each of Hospital A and Hospital B must approve the action. \bi‘ S

The consclidated anmual net tncorme o luss of Hospital A and Hospital B will be L —“
allocated hetwean the fwo hospitals based upon a formula which recognizes the relativg value nf
ezch hospital measured by its fund balunee at the lime the joint ventlure is hepun 2 assets of l"r"
the hospitals will remain titled as they are, Newly acquired asscts will be titlgd to either hospital
or Newco as determined by the two hospitals threngh approval of the Newdo budget and
business plan. T.pon dissalution of Newco, the assets of the huspitals will the property of the
hospital helding title to those assets and the remaining assets of Newco will be distributed 1o
Hospital A and Hospifal B in accordance with their profit perecentage.

In sur {elephons conversation, yon confirmed thai the formation of Newee was nat
reportable. As [ neted in our conversation, besides the [act that Newso is a got-for-profit
corporation, the formation of Newen will not satisfy the size tests of Scction 80140, In additien,
youl confiroed that the joint operating agreement among Hospital A, Hospilal B and Neweo and
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the operation of the hospitals pursuant to that agrecrent docs not require any filing under the

Aul.
Pleass telephone me affer you have had the opporlunity to revicw this
letter, to confirm that you agree with the conclusieny stated herein, Thank you for your time.

Very truly vours,
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