UNI TED STATES OF AMERI CA
BEFORE FEDERAL TRADE COWM SSI ON

In the Matter of

File No. 971-0024

TENET HEALTHCARE CORPCRATI ON,
a corporation.

N N N N N N

AGREEMENT CONTAI NI NG CONSENT ORDER

The Federal Trade Commssion ("Comms sion"), having
initiated an investigation into the pro posed acquisition of O Nda
Heal thcorp ("ONda") by Tenet Healthcare Corporation ("Tenet"),
and it now ap pearing that Tenet ("pro posed respondent”) is
wlling to enter into an agreenent con taining an order to di vest
certain as sets, to cease and desist fromnaking certain
acqui sitions, and provid ing for other relief;

| T 1 S HEREBY AGREED by and between the proposed respon dent
by its duly authorized officer and attorney, and counsel for the
Comm ssion that:

1. The proposed respondent Tenet is a corporation
organi zed, existing, and doi ng busi ness under and by virtue of
the laws of Nevada, with its prin cipal place of busi ness at 3820
State Street, Santa Barbara, California 93105.

2. The proposed respondent admts all the jurisdictiona
facts set forth in the draft of conplaint here attached.
3. The proposed respondent wai ves:
a. any further procedural steps;
b. the requir ement that the Comm ssion's decision

contain a statenent of findings of fact and
concl usions of |aw

C. all rights to seek judicial review or otherw se to
chall enge or contest the validity of the order
entered pursuant to this agreenent; and

d. any clai munder the Equal Access to Justice Act.
4. Thi s agreenent shall not becone a part of the public
record of the proceeding unless and until it is accepted by the

Commssion. If this agreenment is accepted by the Coomssion it,
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together with the draft of conplaint contenplated thereby, wll
be placed on the public record for a period of sixty (60) days
and information in respect thereto publicly released. The

Comm ssion thereafter may either withdraw its acceptance of this
agreenent and so notify the proposed respondent, in which event
it will take such action as it nay consider appropriate, or issue
and serve its conplaint (in such formas the circunstances nay
require) and decision, in disposition of the proceedi ng.

5. This agreenent is for settlenment purposes only and does
not constitute an adm ssion by the proposed respondent that the
| aw has been violated as alleged in the draft of conplaint here
attached, or that the facts as alleged in the draft of conplaint,
other than jurisdictional facts, are true.

6. This agreenent contenplates that, if it is accepted by
the Comm ssion, and if such acceptance is not subsequently
w t hdrawn by the Comm ssion pursuant to the provisions of Section
2.34 of the Commssion's Rules, the Comm ssion may, wthout
further notice to the proposed respondent, (1) issue its
conpl aint corresponding in formand substance with the draft of
conpl aint here attached and its decision containing the foll ow ng
order to divest and to cease and desist, and other relief in
di sposition of the proceedings, and (2) make information public
with respect thereto. Wen so entered, the order to divest and
to cease and desist shall have the sane force and effect and nmay
be altered, nodified, or set aside in the sane manner and w thin
the same tine provided by statute for other orders. The order
shal | becone final upon service. Delivery by the U S. Posta
Service of the conplaint and decision containing the agreed-to
order to proposed respondent’'s address as stated in this
agreenent shall constitute service. The proposed respondent
wai ves any right it nay have to any other manner of service. The
conplaint nmay be used in construing the terns of the order, and
no agreenent, understandi ng, representation, or interpretation
not contained in the order or this agreenent nmay be used to vary
or contradict the terns of the order.

7. The proposed respondent has read the proposed conpl ai nt
and order contenpl ated hereby. The proposed respondent
under stands that once the order has been issued, it wll be
required to file one or nore conpliance reports showing that it
has fully conplied with the order. The proposed respondent
further understands that it may be liable for civil penalties in
the anount pro vided by law for each viola tion of the order after
it becones final
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ORDER
I .

| T 1S ORDERED THAT, as used in this order, the follow ng
definitions shall apply:

A "Tenet" or "respondent” neans Tenet Healt hcare
Corporation; its directors, officers, enployees, agents and
representatives, predecessors, successors, and assigns; its
subsi diaries, divisions, groups and affil iates controlled by
Tenet Heal thcare Corporation; and the respective direc tors,
of ficers, enployees, agents, and representatives, successors, and
assi gns of each.

B. "OrNda" means OrNda Healthcorp; its directors,
of ficers, enployees, agents and representatives, predecessors,
successors, and assigns; its subsidiaries, divisions, groups and
affil iates controlled by O Nda Heal thcorp; and the respective
directors, officers, enployees, agents, and representatives,
successors, and assigns of each.

C. "Comm ssi on" neans the Federal Trade Conm ssi on.

D. The "Acqui sition" neans the transacti on contenpl ated by
the Cctober 16, 1996 Agreenent and Pl an of Merger between Tenet
and OrNda, pursuant to which O Nda will becone a wholly-owned
subsi di ary of Tenet.

E. "Acute care hospital” neans a health care facility,
licensed as a hospital, other than a federally-owned facility,
having a duly organi zed governing body w th overal
admni strative and professional responsibili ty, and an organi zed
professional staff, that provides 24-hour inpatient care, that
may al so provi de outpatient services, and having as a prinmary
function the provision of inpatient services for nedica
di agnosi s, treatnment, and care of physically injured or sick
persons with short termor episodic health problens or
infirmties.

F. "Affiliate" neans any entity whose nmanagenent and
policies are controlled in any way, directly or indirectly, by
the person with which it is affiliated.

G "Person" means any natural person, partnership,
corporation, conpany, association, trust, joint venture, or other
busi ness or legal entity, including any govern nental agency.
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H "Rel evant area" nmeans the co unty of San Luis Cbispo in

Califofnia.

| . The "Schedul e A assets" nean the assets identified in
the at tached Schedul e A

J. The "Schedul e B assets" nean the assets identified in
the at tached Schedul e B.

K. "Monarch Heal th Systens” or "Mbnarch" means Monarch
Medi cal Alliance, Inc., doing business as Mnarch Heal th Systens
(a corporation with its headquarters in Santa Barbara,
California), its subsidiaries, and their successors and assigns.

L. "Assets and Busi nesses" include, but are not limted
to, all assets, properties, businesses, rights, privileges,
contractual interests, |licenses, and goodw || of whatever nature,

tangi bl e and intangible, including, without limtation, the
fol | ow ng:

1. all real property interests (including fee sinple
interests and real property |easehold interests,
whet her as |l essor or |essee), together with al
bui | di ngs, inprovenments, and fixtures |ocated thereon,
all construction in progress thereat, all appurtenances

thereto, and all licenses and permts related thereto
(collectively, the "Real Property");
2. all contracts and agreenents w th physicians, other

heal th care providers, unions, third party payers,
heal t h mai nt enance organi zations and other health
pl ans, custoners, suppliers, sales representatives,
distributors, agents, personal property |essors,
personal property | essees, |icensors, |icensees,
cosi gners, and consi gnees (collectively, the
"Contracts");

3. all machi nery, equipnent, fixtures, vehicles,
furniture, inventories, and supplies (other than such
inventories and supplies as are used in the ordinary
course of business during the time that Tenet owns the
assets) (collectively, the "Personal Property");

4. all research materials, technical information
managenent informati on systens, software, software
i censes, inventions, trade secrets, technol ogy, know
how, specifications, designs, draw ngs, processes, and
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6.

M

quality control data (collectively, the "Intangi bl e
Per sonal Property");

al | books, records, and files, excluding, however, the
corporate mnute books and tax records of Tenet, O Nda,
and their affiliates; and

all prepaid expenses.

To "operate"” an acute care hospi tal neans to own,

| ease, manage, or otherw se control or direct the opera tions of
an acute care hospital, directly or indirectly.

N.

indirectly,

1

To "acquire" an acute care hospital mneans, di rectly or
t hrough subsi di ari es, partnerships, or other Wi se:

To acquire the whole or any part of the assets used or
previously used within the last tw years (and stil
suitable for use) for operat ing an acute care hospita
fromany per son presently engaged in, or within the two
years precedi ng such acquisition engaged in, operat ing
an acute care hospital;

To acquire the whole or any part of the stock, share
capital, equity, or other interest in any person
engaged in, or within the two years precedi ng such
acqui sition engaged in, operat ing an acute care
hospi t al

To acquire or otherw se obtain the right to des i gnat e,
directly or indirectly, directors or trustees of an
acute care hospital; or

To enter into any other arrangenent to obtain direct or
i ndi rect ownershi p, nmanagenent, or control of an acute
care hospital or any part thereof, including, but not
limted to, a |l ease of or managenent contract for an
acute care hospital
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I T I'S FURTHER ORDERED t hat:

A Respondent shall divest, abso lutely and in good faith,
on or before August 1, 1997, the Schedul e A assets.

B. Respondent shall al so divest, abso Ilutely and in good
faith, on or before August 1, 1997, such additional ancillary
assets and busi nesses, and effect such arrangenents, as are
necessary to assure the nmarketability, independence, viability,
and conpetitiveness of French Hospital Medical Center

C Respondent shal | al so divest, absolutely and in good
faith, on or before August 1, 1997, all of its stock in Mnarch
Heal th Systens. The Mnarch Health Systens stock may be, but
need not be, divested to the sane person to whomthe Schedul e A
assets are divested.

D. The purpose of the foregoing divestitures is to ensure
the continuation of French Hospital Medical Center as an ongo i ng,
i ndependent, and vi abl e acute care hospi tal, and to renedy the
| essening of conpetition resulting fromthe Acquisition as
alleged in the Comm ssion's conpl ai nt.

E Respondent shal |l divest the Schedul e A assets, the
Monarch Health Systens stock, and any additional assets that nust
be divested pursuant to Paragraph I1.B. above, only to an
acquirer that re ceives the prior ap proval of the Cooms sion and
only in a manner that re ceives the prior approv al of the
Comm ssi on; provided, however, that respondent may divest the
Monarch Health Systens stock, or that stock together with the
| oan agreenent identified in Schedule A wthout the prior
approval of the Commssion, to a person other than respondent in
connection with that person's acquisition of all, or
substantially all, Mnarch Health Systens stock

F. Respondent shall conply with all terns of the Agreenent
to Hold Sepa rate concerning the Schedul e A assets, the Schedul e B
assets, and the Monarch Health Systens stock, attached hereto and

made a part hereof as Appen dix |I. Said Hold Separate shal
continue in effect until such tinme as respondent has fulfilled
the divesti ture requirenents of this Paragraph Il or until such

other time as said Hold Separate provides.

G Pendi ng the divestitures required by this Paragraph II,
respondent shall take such actions as are necessary to naintain
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the present nmarket ability, viability, and com petitiveness of the
Schedul e A and Schedul e B asset s, and to prevent the de struction,
renoval, wast ing, deterioration, or inpair nent of the Schedule A
and Schedul e B assets, except for ordinary wear and tear.

H A condition of approval by the Conm ssion of the
divestiture of the Schedul e A assets shall be a witten agreenent
by the acquirer(s) of those assets that it will not sell for a
period of ten (10) years fromthe date of divestiture, directly
or indirectly, through subsidiaries, partnerships, or otherw se,
without prior notification to the Coonmssion in the manner
prescribed by Paragraph IV of this Order, any Schedul e A asset to
any person who operates, or will operate imediately foll ow ng
the sale, any other acute care hospital in the rel evant area.

L.
| T I'S FURTHER ORDERED t hat :

A I f the respondent has not divested, absolutely and in
good faith and with the Commssion's prior approv al, the Schedul e
A assets, in accor dance with this order, on or before August 1,
1997, the Conm ssion may appoint a trustee to effect the
divestiture of the Schedule A assets. The trustee nay on his or
her initiative, or at the direction of the Conmssion, also
di vest sone or all of the Schedul e B assets, to the extent such
addi tional divestitures are necessary to conpletely fulfill the
purpose, identified in Paragraph I1.D. above, of the divestiture
of the Schedul e A assets.

B. I f the respondent has not divested, absolutely and in
good faith and with the Commssion's prior approv al, its stock in
Monarch Health Systens, in accor dance with this order, on or
before August 1, 1997, the Conm ssion nmay appoint a trustee to
effect the divestiture of the Monarch Heal th Systens stock

C In the event that the Commssion or the Attor ney
General brings an action for any failure to conply with this
order or in any way relating to the Acqui si tion, pursuant to
Section 5( |) of the Federal Trade Comm ssion Act, 15 U S. C
§ 45(1), or any other statute enforced by the Conm ssion, the
respondent shall consent to the appointnent of a trustee in such
action. Neither the appointnent of a trustee nor a decision not
to appoint a trustee under Paragraph Il11.A or Paragraph Il1.B.
shall preclude the Comms sion or the Attorney General from
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seeking civil penal ties or any other relief available to themfor
any failure by the respondent to conply with this order.

D. If a trustee is appointed by the Comm ssion or a court
pursuant to Paragraph I11.A or Paragraph III1.B. of this order,
the respondent shall consent to the followi ng terns and
conditions regard ing the tru stee's powers, duties, au thority, and
responsibili ties:

1. The Comm ssion shall select the trustee, sub ject to the
consent of the respondent, which consent shall not be
unreasonably w thheld. The trustee shall be a person
wi th experience and expertise in acquisitions and
divestitures. |If respondent has not opposed, in
witing, including the reasons for opposing, the
sel ection of any proposed trustee within ten (10) days
after notice by the staff of the Com mssion to
respondent of the identity of any pro posed trustee,
respondent shall be deened to have consented to the
sel ection of the proposed trustee.

2. Subject to the prior approval of the Comms sion (except
with respect to any divestiture of Monarch Health
Systens stock which Paragraph Il1.E. permts to be nade
w t hout Comm ssi on approval ), the trustee shal | serve
as an agent of the Commssion and shall have the
excl usi ve power and authority to divest (a) the
Schedul e A assets and, as necessary, sone or all of the
Schedul e B assets, if the trustee is appoi nted pursuant

to Paragraph I11. A, and (b) respondent's Mnarch
Heal th Systens stock, if the trustee is appoi nted
pursuant to Paragraph I11.B.

3. Wthin ten (10) days after appoi ntnent of the trustee,
respondent shall execute a trust agreenent that,
subject to the prior approval of the Conm ssion and, in
the case of a court-appointed trustee, of the court,
transfers to the trustee all rights and powers
necessary to permt the trustee to effect the
divestitures required by this order.

4. The trustee shall have twelve (12) nonths fromthe date
t he Comm ssi on approves the trust agreenent descri bed
in Paragraph I11.D.3 to ac conplish the divestitures,

whi ch shall be sub ject to the prior approval of the
Comm ssion (wth the exception set forth in Paragraph
[11.D.2). 1f, however, at the end of the twelve -nmont h
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period, the trustee has submtted a plan of divestiture
or believes that divestiture can be achieved within a
reasonable time, the di vesti ture peri od may be extended
by the Comms sion, or in the case of a court-appointed
trustee, by the court; provided, however, that the

Comm ssion may extend this period only two (2) times :
for up to twelve (12) nonths each tine.

5. The trustee shall have full and conplete access to the
personnel, books, records, and facili ties related to
the assets he or she is to divest, as well as to any
other relevant information as the trust ee may re quest.

Respon dent shall devel op such finan cial or other
information as such trustee nay rea sonably request, and
shall coop erate with the trustee. Respondent shal
take no action to interfere with or im pede the
trustee's ac complishnment of the dives titures. Any
del ays in divestiture caused by respondent shall ex tend
the time for divesti ture under this Para graph Ill in an
amount equal to the delay, as de termned by the
Comm ssion or, for a court-appointed trustee, by the
court.

6. The trustee shall use his or her best efforts to

negoti ate the nost favorable price and terns avail abl e

in each contract that is submtted to the Conm ssion,

subject to the trustee ’'s fiduciary duty to the

Comm ssion and to respondent's absol ute and

uncondi tional obligation to divest at no m ni num pri ce.
The divestiture shall be nade in the manner and to an

acquirer as set forth in Paragraph Il; pro vided,
however, if the trustee re ceives bona fide offers from
nore than one acquiring entity for the Schedule A

assets (along with, if necessary, sone or all of the

Schedul e B assets), or for the Monarch Heal th Systens

stock, and if the Com mssion deter mnes to ap prove nore

t han one such acquiring entity (or, for the Mnarch

Heal th Systens stock, nore than one entity is either

approved to acquire the stock, or does not require

Comm ssi on approval under Paragraph II.E ), the trustee

shall divest to the acquir 1ing enti ty select ed by
respondent from anong those ap proved by the Conm ssion.

7. The trustee shall serve, w thout bond or other
security, at the cost and expense of the re spondent, on
such reasonabl e and customary terns and conditions as
the Comm ssion or a court nmay set. The trustee shal
have the authority to enploy, at the cost and expense
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of respondent, such consultants, accountants,

attorneys, investnment bankers, business bro Kkers,
apprai sers, and other representatives and assistants as
are necessary to carry out the trustee's duties and
responsi bili ties. The trustee shall account for al

nmoni es derived fromthe sale and all expenses incurred.
After approval by the Coonmssion and, in the case of a
court-appointed trustee, by the court, of the ac count
of the trust ee, including fees for his or her services,
all remai ning nonies shall be paid at the direc tion of
the respon dent and the trustee's power shall be
termnated. The trustee's com pensation shall be based
at least in signifi cant part on a conms Sion
arrangenent contin gent on the trustee's divesting the
Schedul e A assets (if the trustee is appoi nted pursuant

to Paragraph I11.A) and the Mnarch Heal th Systens
stock (if the trustee is appointed pursuant to
Paragraph 111.B.).

8. Respondent shall indemify the trustee and hold the
trustee harnl ess agai nst any | osses, clains, danages,
liabilities, or expenses aris ing out of, or in
connection with, the perfor nance of the trustee's
duties, including all reasonable fees of counsel and
ot her expenses incurred in connec tion with the
preparation for, or defense of any claim whether or
not resulting in any liability, except to the ex t ent
that such lia bilities, |osses, damages, clains, or
expenses result from m sfeasance, gross negligence,
willful or wanton acts, or bad faith by the trustee.

9. If the trustee ceases to act or fails to act
diligently, a substitute trustee shall be ap pointed in
t he same nmanner as provided in Para graph IIl1.A or
Paragraph 111.B. of this order.

10. The Commssion or, in the case of a court-ap pointed
trustee, the court, may on its own initiative, or at
the request of the trustee, issue such additional
orders or directions as nmay be necessary or appropriate
to acconplish the divestitures required by this order.

11. The trustee shall al so divest such additional ancillary
assets and busi nesses and effect such arrangenents as
are necessary to assure the narketability and the
viability and conpetitiveness of French Hospital
Medi cal Center.
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12. The trustee shall have no obligation or author ity to
operate or maintain the Schedul e A assets, or the
Schedul e B assets, or to take any actions (other than
in furtherance of divestiture) relating to the Mnarch
Heal th Systens stock

13. The trustee shall report in witing to the respondent
and to the Comm ssion every sixty (60) days concerning
the trustee's efforts to acconplish divestiture.

I V.

| T 1S FURTHER ORDERED that, for a period of ten (10) years
fromthe date this order becones final, respondent shall not,
W t hout providing advance witten notification to the Comm ssi on,
directly or indirectly, through subsidiaries, partnerships, or
ot her wi se:

A Acquire any stock, share capital, equity, or other
interest in any person, other than respondent, operating an acute
care hospital in the rel evant area;

B. Acquire any assets of an acute care hospital in the
rel evant area, or any assets used within the two years preceding
such acquisition (and still suitable for use) for operating an

acute care hospital in the rel evant area;

C Enter into any agreenent or other arrangenent to obtain
direct or indirect ownership, nanagenent, or control of any acute
care hospital, or any part thereof, in the rel evant area,
including but not limted to, a | ease of or nmanagenent contract
for any such facility;

D. Acquire or otherw se obtain the right to designat e,
directly or indirectly, directors or trustees of any acute care
hospital in the relevant area;

E Permt any acute care hospital it operates in the
rel evant area to be acquired by any person that operates, or wll
operate imedi ately follow ng such ac qui sition, any other acute
care hospital in the relevant area; or

F. Acquire any stock, share capital, equity, or other
interest in Mnarch Heal th Systens.
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Said notification shall be given on the Notification and
Report Formset forth in the Appendix to Part 803 of Title 16 of
the Code of Federal Regul ations as amended (hereinafter referred
to as "the Notification"), and shall be prepared and transmtted
in accordance with the requirenments of that part, except that no
filing fee will be required for any such notification,
notification need not be nmade to the United States Departnent of
Justice, and notification is required only of respondent and not
of any other party to the transaction. Respondent shall provide
the Notification to the Conmssion at |least thirty days prior to
consunmating the trans action (hereinafter referred to as the
"first waiting period"). If, within the first waiting period,
representatives of the Comm ssion make a witten request for
addi tional information or docunmentary material (wthin the
meaning of 16 CF. R § 803.20), respondent shall not consummate
the trans action until twenty days after submtting such
additional information and docunentary nmaterial. Early
termnation of the waiting periods in this paragraph may be
requested and, where appropriate, granted by letter fromthe
Bureau of Conpetition.

Provi ded, however, that prior notification pursuant to this
Paragraph 1V, or pursuant to Paragraph Il.H of this order, shall
not be required for:

(1) the establishnment by respondent of an acute care
hospital in the relevant area: (a) that is a

repl acenent for an existing acute care hospital , If
that facility is operated by respondent and is not
required to be divested pursuant to Paragraph Il of

this order; or (b) that is not a replacenent for any
acute care hospital in the rel evant area;

(2) any transaction otherw se subject to this Paragraph |V
of this order if the fair narket value of (or, in case
of an asset acquisition, the consideration to be paid
for) the acute care hospital or part thereof to be
acqui red does not exceed one mllion dollars
(%1, 000, 000); or

(3) any trans action for which notification is required to
be nade, and has been nmade, pursuant to Section 7A of
the dayton Act, 15 U S. C § 18a.
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V.

| T 1S FURTHER ORDERED that, for a period of ten (10) years
fromthe date this order becones final, respondent shall not
permt all, or any substantial part of, any acute care hospital
it operates in the relevant area to be acquired by any ot her
person (except pursuant to the divestitures required by Paragraph
I, or to divestitures by a trustee pursuant to Paragraph I11),
unl ess the acquiring person files with the Commssion, prior to
the closing of such acquisi tion, a witten agreenent to be bound
by the provisions of this order, which agreenent respondent shall
require as a condition precedent to the acquisition.

VI .

| T 1S FURTHER ORDERED that within sixty (60) days after the
date this order becones final and every sixty (60) days
thereafter until the respondent has fully conplied w th Paragraph
Il of this order, respondent shall submt to the Comm s sion a
verified witten report setting forth in detail the nmanner and
formin which it intends to conply, is conply ing, and has
conplied wth Paragraph Il of this order. Respondent shal
include in its com pli ance reports, anong other things that are
required fromtime to time, a full description of the efforts
bei ng nade to conply with Paragraph Il of the order, including a
description of all substantive con tacts or negotiations for the
divesti tures, and the iden tity of all parties con tacted
Respondent shall include in its conpliance reports copies of al
witten communi cations to and fromsuch parties, all internal
nmenoranda, and all reports and recommenda tions concern ing the
divestitures.

VI,

| T 1S FURTHER ORDERED that respondent shall notify the
Comm ssion at least thirty (30) days prior to any proposed change
in the corporate respondent such as dissolution, assignnment, sale
resulting in the enmergence of a successor corporation, or the
creation or dissolu tion of subsidi aries or any other change in
the corporation that nay affect conpliance obligations arising
out of the order.

VITI.

| T 1S FURTHER ORDERED that, for the purpose of determning
or securing conpliance with this order, the respondent shal
permt any duly authorized representa tive of the Comm ssion:
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A Access, during office hours and in the presence of
counsel, to inspect and copy all books, |edgers, accounts,
correspondence, nenoranda, and ot her records and docunents in the
possession or under the control of the respondent relating to any
matters contained in this order; and

B. Upon five days' notice to respondent and with  out
restraint or interference fromit, to interview officers,
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directors, or enployees of respondent, who nay have counsel
present regardi ng such natters.

Signed this day of January, 1997.
FEDERAL TRADE COWM SSI ON TENET HEALTHCARE CORPORATI ON
LOS ANGELES REQ ONAL OFFI CE
By:
Jeffrey C Barbakow
Chai rman and Chi ef
John D. Jacobs Executive Oficer
Russell S. Deitch Tenet Heal t hcare
At t or neys Cor por ati on
BUREAU OF COMPETI TI ON By:
. Adifford H Aronson, Esq.

By: Skadden, Arps, Sl ate,

Cscar M \oss Meagher & Fl om LLP

Steven J. Csnowitz Counsel for Tenet

At t or neys Heal t hcare Cor poration
Counsel for the Federal
Trade Comm ssi on
APPROVED:
David R Pender gnpe::t o\rlones
Deputy Assistant D rector . :
puty Los Angel es Regional Cfice

Robert F. Lei benl uft —
Assi stant Director WlliamJ. Baer
Heal th Care Division D rector o
Bureau of Conpetition Bureau of Conpetition

SCHEDULE A
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The "Sched ul e A assets” to be divested pursuant to Paragraph
Il shall include all Assets and Busi nesses (including all
i nprove nents, additions and enhancenents nmade to such assets
prior to divestiture) of French Hospital Medical Center, 1911
Johnson Avenue, San Luis Qhispo, California, including wthout
[imtation O Nda ’s ownership, partnership, or |easehold interests
in the follow ng properties and busi nesses in San Luis Cbi spo
County, California:

1. Paci fic Medical Plaza, 1941 Johnson Avenue, San Lui s
(oi spo, California;

2. Pul se Health Services, 1911 Johnson Avenue, San Luis
(oi spo, California;

3. Med Stop Urgent Care Centers, at 283 Madonna Road, San
Luis (oispo, California, and 877 Qak Park Boul evard,
Pi snmo Beach, California;

4. Central Coast Surgery Center, 1941 Johnson Avenue,
Suite 103, San Luis oispo, California;

5. San Luis Recovery Partners, 1575 Bishop, San Luis
(oi spo, California; and

6. La Posada Medical Center, 225 Posada Lane, Tenpl eton,
Cal i forni a.

The "Schedul e A assets” shall include, in addition, the
January 1997 | oan agreenent between O Nda I nvestnents, Inc. and
Monarch Health Systens, including all of O Nda Investnents'
rights and obligations thereunder, and all prom ssory notes
i ssued t hereunder.
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SCHEDULE B

The "Sched ul e B assets” shall consist of all Assets and
Busi nesses (including all inprove nents, additions and
enhancenents nade to such assets prior to divestiture) of Valley
Community Hospital, 505 East Plaza Drive, Santa Mari a,
California, including without limtation O Nda ’s ownership,
partnership, or leasehold interests in the follow ng properties
and busi nesses in Santa Barbara County, California:

1. Val | ey Medical Plaza, 525 East Plaza Drive, Santa
Maria, California;

2. Val | ey Medi cal Courtyard, 505 and 506 East Pl aza Drive,
Santa Maria, California; and

3. Knol | wood Busi ness Pl aza, 5075 South Bradl ey Road,
Santa Maria, California.
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In the Matter of

File No. 971-0024

TENET HEALTHCARE CORPCRATI ON,
a corporation.

N N N N N N

AGREEMENT TO HOLD SEPARATE

This Agreenent to Hold Separate ("Agreenent") is by and
bet ween Tenet Heal thcare Corpo ration ("Tenet" or "re spondent”), a
corporation orga nized, existing, and doi ng busi ness under and by
virtue of the laws of the State of Nevada, with its principal
pl ace of business at 3820 State Street, Santa Barbara, California
93105; and the Federal Trade Comms sion ("Commssion"), an

i ndepen dent agency of the United States Government, estab l'i shed
under the Federal Trade Comm ssion Act of 1914, 15 U S C § 41,
et seq.

PREM SES

VWHEREAS, on Cctober 16, 1996, Tenet and O Nda Heal t hcorp
("ONda") entered into an Agreenent and Plan of Merger pursuant
to which OrNda will becone a whol |l y-owned subsi diary of Tenet
(the "Acqui sition"); and

VWHEREAS, Tenet with its principal place of business at 3820
State Street, Santa Barbara, California 93105, owns and operates,
anong ot her things, acute care hospi tals in San Luis Chispo
County, California, and el se where; and

WHEREAS, Tenet through the Acquisition wll acquire French
Hospital Medical Center and rel ated O Nda assets and busi nesses
in San Luis (bispo County, California; Valley Coomunity Hospita
and related OrNda assets and businesses in northern Santa Barbara
County, California; about one-third of the outstanding stock of
Monarch Medical Alliance, Inc., doing business as Monarch Health
Systens ("Mnarch"), an integrated health care delivery system
which is a major custoner of French Hospital Medical Center; and
a short-termloan agreenment for O Nda to | end funds to Mnarch;
and

WHEREAS, the Comm ssion is now investigating the Acquisition
to determne whether it would violate any of the statutes
enforced by the Comm ssion; and
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WHEREAS, if the Comm ssion accepts the Agreenent Containing
Consent Oder inthis matter, which would require the divestiture
of French Hospital Medical Center and certain related assets
identified in Schedule A of the Consent Order (the "Schedule A
assets") and respondent’'s Mnarch stock, and may require the
divestiture of certain other assets identified in Schedule B of
the Consent Order (the "Schedul e B assets") pursuant to Para gr aph
Il of the Consent Oder, the Comms sion nust place the Consent
O der on the public record for a period of at |east sixty (60)
days and may subsequently w thdraw such accep tance pursuant to
the provi sions of Section 2.34 of the Commssion's Rules; and

WHEREAS, the Commssion is concerned that if an
understandi ng i s not reached, preserving the status quo ante of
the Schedul e A assets and the Schedul e B assets, and preserving
t he i ndependence of Mbonarch from Tenet, during the period prior
to the final accep tance and issu ance of the Consent O der by the
Comm ssion (after the "60-day public comment period"),
divestiture resulting fromany proceed ing challenging the
legality of the Acquisition mght not be possi ble, or mght be
| ess than an effective renmedy; and

WHEREAS, if the Comm ssion accepts the Consent Order, and
Tenet has not divested with the Comm ssion's prior approv al
French Hospital Medical Center, related assets, and its Mnarch
stock, in accordance with the Consent Order, on or before August
1, 1997, the Comm ssion nay appoint a trustee to divest those
assets; and

VWHEREAS, the Comm ssion is concerned that if the Acquisition
is consummated, it will be necessary to preserve the Comm ssion's
ability torequire the divesti ture of French Hospital Medica
Center, related assets, and Mnarch stock, and the Comm ssion's
right to have French Hospital Medical Center continue as a viable
acute care hospital independent of Tenet; and
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WHEREAS, the purposes of this Agreenent and the Consent
O der are to:

(1) preserve French Hospital Medical Center as a viable,
conpet i tive, and ongoi ng acute care hospital, indepen dent of
Tenet, pending the divesti ture required under the terns of the
Consent O der;

(1i1) prevent interimharmto conpetition fromthe operation
of French Hospital Medical Center pending the divesti ture
required under the terns of the Consent O der; and

(1ii) remedy any anticonpetitive effects of the Acqui si tion;

WHEREAS, respondent's entering into this Agreement shall in
no way be construed as an adm ssion by respon dent that the
Acquisitionis illegal; and

VWHEREAS, respondent understands that no act or trans action
contenpl ated by this Agreenent shall be deened i mmune or exenpt
fromthe provisions of the anti trust laws or the Federal Trade
Comm ssion Act by reason of anything con tained in this Agreenent.

NOW THEREFORE, the parties agree, upon understand ing that
t he Comm ssion has not yet determ ned whet her the Acquisition
w |l be challenged, and in consideration of the Comm ssion's
agreenent that, at the tine it accepts the Consent Oder for
public comrent it will grant early termnation of the Hart-Scott-
Rodi no waiting period, and unl ess the Comm ssion determnes to
reject the Consent Order, it will not seek further relief from
respondent with respect to the Acquisition, except that the
Comm ssion may exercise any and all rights to enforce this
Agreenent and the Consent Oder to which it is annexed and nade a
part thereof, and in the event the divestitures required by the
Consent Order are not accom plished on or before August 1, 1997,
to appoint a trustee to seek dives titure of French Hospital
Medi cal Center, related assets, and Mnarch stock pursuant to the
Consent O der, to seek civil penalties, to seek a court appointed
trust ee, and/or to seek other equitable relief, as foll ows:

1. Respondent agrees to execute the Agreenent Con  taining
Consent Order and be bound by the attached Con sent O der.

2. Respondent agrees that:

a. fromthe date this Agreenent to Hold Separate is
accepted until the earliest of the dates listed in sub -
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paragraphs 2.a.(i) or 2.a.(ii), it wll conply with the
provi sions of paragraph 3 of this Agreenent:

(i) three (3) business days after the Comms sion
withdraws its acceptance of the Con sent O der
pursuant to the provisions of Section 2.34 of the
Comm ssion's Rules; or

(i) the day after the divestitures re quired by
Paragraphs II.A and I1.B. of the Con sent Oder
are compl et ed.

b. fromthe date this Agreenent to Hold Separate is
accepted until the earliest of the dates listed in sub -
paragraphs 2.b. (i) or 2.b.(ii), it will conply with the
provi sions of paragraph 4 of this Agreenent:

(i) three (3) business days after the Comms sion
withdraws its acceptance of the Con sent O der
pursuant to the provisions of Section 2.34 of the
Comm ssion's Rules; or

(i) the day after the divestiture re quired by
Paragraph 11.C. of the Con sent Oder is conplet ed,
or, if later, the day after all |oan agreenents
bet ween respondent and Monarch expire, are
termnated, or are divested in accordance with
Paragraph 11.A of the Consent O der.

3. To ensure the conpl ete i ndependence and vi abi | ity of
the Schedul e A assets and the Schedul e B assets, and to ensure
that no conpetitive infor mation is ex changed between respondent
and the managers of the Schedul e A assets and the Schedul e B
assets, respon dent shall hold the Schedule A assets and the
Schedul e B assets, as they are presently constituted, separate
and apart on the follow ing terns and conditions:

a. The Schedul e A assets and the Schedul e B assets, as
they are present |y constituted, shall be held sepa rate
and apart and shall be nanaged and oper at ed
i ndependent |y of respon dent (meaning here and
hereinafter, Tenet ex cluding the Schedul e A assets and
the Schedul e B assets), except to the ex tent that
respondent nust exercise direc tion and control over
such assets to assure com pliance with this Agree nent or
the Consent Order, and except as otherw se provid ed in
this Agree nent.
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b. Prior to, or sinultaneously with the Ac quisi tion,
respondent shall adopt, for the corporations that now
own and operate, respectively, French Hospital Medi cal
Center (the "French Conpany"), and Vall ey Comunity
Hospital (the "Valley Conpany"), constituent docunents
that are not inconsistent with other provisions of this
Agreenment or the Consent Order. Respondent shall
transfer to the French Conpany all ownership and
control of any Schedule A assets it does not already
own and control. Respondent shall transfer to the
Val | ey Conpany all ownership and control of any
Schedul e B assets it does not al ready own and control .
The French Conpany and the Valley Conpany shal |
hereafter be described collectively as the "Hold
Separ at e Conpani es. "

C. The boards of directors of each of the Hol d Separate
Conpani es ("Hold Separate Com panies Boards") shall have
the same three nenbers for each of the Hold Separate
Conpani es. Respon dent shall elect the mem bers of the
Hol d Separate Conpani es Boards. The Hold Separate Com -
pani es Boards shall consist of the follow ng three
persons: (i) Mchael D Bakst; (ii) Thomas Saw cki, and
(iti) Mchael H Focht Sr., provided they agree, or
conpar abl e, knowl edgeable per sons. The Chairman of the
Hol d Separate Conpani es Boards shall be Mchael D
Bakst, provid ed he agrees, or a conpara ble, know edge -
abl e per son, who shall renmain inde pendent of Respondent
and competent to as sure the continued viability and
conpetitiveness of the Schedule A assets and the
Schedul e B assets. The Hol d Separate Conpani es Boards
shall include no nore than one nem ber who is a
director, offi cer, employee, or agent of respon dent,
who shall be Mchael H Focht Sr., provided he agrees,
or a comparable, know edgeabl e person ("the
respondent’'s Hol d Separate Conpani es Boards nenber").

The Hol d Separate Conpani es Boards shall neet nonthly
during the course of the Hold Sepa rate, and as other -
Wi se necessary. Meet ings of the Hold Separate

Conpani es Boards during the termof this Agree ment
shal | be audi ographically transcribed and the tapes
retained for two (2) years after the termna tion of
this Agreenent.

d. The operations of the Hold Separate Conpanies shall, to
t he extent deened desirable by the Hold Separate
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Conpani es Boards, coordinate their operations with each
other as if they were a single conpany.

Respondent shall not exercise direction or control

over, or influence directly or indirectly, the Schedul e
A assets, the Schedul e B assets, the independent

Chai rman of the Boards of the Hol d Separate Conpanies,
or any of their oper ations or businesses; pro vided,
however, that re spondent nmay exer cise only such
direction and control over the Hold Separate Conpanies
as is nec essary to as sure conpli ance with this
Agreement or the Con sent Oder, or with all applicable
| aws.

Respondent shall maintain the viability,

conpetitiveness, and narketability of the Schedule A
assets and the Schedul e B assets; shall not sell,
transfer, or en cunber the Schedule A assets or the
Schedul e B assets (other than in the nor mal course of
busi ness); and shall not cause or permt the de struc-
tion, renov al, wasting, or deterioration, or oth erw se
impair the viability, com petitiveness, or narketability
of the Schedul e A assets or the Schedul e B assets.

Except for the respondent's Hol d Separate Conpanies
Boards nenber, re spondent shall not permt any
director, officer, em ployee, or agent of respondent to
also be a direc tor, officer, or enployee of the Hold
Separ at e Conpani es.

The Hol d Separate Conpani es shall be staffed with

suffi cient enploy ees to maintain the via bility and
conpetitiveness of the Schedul e A assets and the
Schedul e B assets, which em ployees shall be select ed
fromthe exist ing empl oyee base of each facili ty or
entity and may al so be hired from sources other than
these facil ities and enti ties.

Respondent shal |l not enpl oy, or nake offers of

enpl oynent to, any person enpl oyed by the Schedule A
assets or the Schedule B assets in any capacity
relating to the managenent or nmarketing activities of
t hose assets. Respondent shall encourage and
facilitate continued enpl oynment by the Schedul e A
assets and the Schedul e B assets of such enpl oyees;
shall not offer any incentive to such enpl oyees to
cease enploynment with the Schedul e A assets or the
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Schedul e B assets, or to accept other enploynment with
respondent; and shall take all actions necessary to
renmove any i npedinments that may deter such enpl oyees
fromcontinuing their enpl oynment with the Schedule A
assets or the Schedul e B assets, including but not
l[imted to, the paynment, or transfer for the account of
t he enpl oyee, of all accrued bonuses, pensions and

ot her accrued benefits to which such enpl oyees woul d

ot herwi se have been entitled had they remained in the
enpl oynent of respondent.

JO  Wth the exception of the respondent's Hold Separate
Conpani es Boards Mem ber, respondent shall not change
the conposi tion of the Hold Separate Conpani es Boards
unl ess the inde pendent Chairman consents. The
i ndependent Chair man shall have power to renove nenbers
of the Hold Separate Conpani es Boards for cause and to
require respondent to ap point re placenment nenbers to
the Hol d Separate Conpani es Boards as provided in
Paragraph 3.c. Re spondent shall not change the
conposition of the man agenent of the Hold Separate
Conpani es, except that the Hold Separate Conpa nies
Boards shall have the power to renove nanagenent
enpl oy ees for cause.

kO I f the independent Chairnman ceases to act or fails to
act dili gently, a substitute Chairman shall be
appoi nted in the sane manner as provided i n Paragraph
3.c. of this Agreenent.

10 Except as required by |law, and except to the extent
that neces sary information is exchanged in the course
of evaluating the Acquisition, defending
i nvestigations, defending or prosecuting litigation,
obtaining | egal advice, negotiating agree nents to
di vest assets, or conplying with this Agreenent or the
Consent Order, re spondent shall not receive or have
access to, or use or continue to use, any Materi a
Confidential Information not in the public domai n about
the Hol d Separate Conpanies, the ac tivities of the
hospital s operat ed by the Hol d Separate Conpanies
Boards, the activities of Mnarch, the Schedule A
assets, or the Schedule B assets. Nor shall the Hold
Separ ate Conpani es or the Hol d Separate Conpani es
Boards receive or have access to, or use or con tinue to
use, any Material Confidential Infor mation not in the
publ i ¢ domai n about respondent and relating to
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respondent's acute care hospi tals. Respondent may
receive, on a regu lar basis, aggre gate financial
information relating to the Hold Separate Conpanies
necessary and essential to allow respondent to prepare
United States consoli dated financial re ports, tax
returns, Medicare or Medicaid cost reports, and
personnel reports. Any such information that is

obtai ned pursuant to this subpara graph shall be used
only for the purposes set forth in this subparagraph.
("Material Confiden tial Information,” as used herein,
nmeans competi tively sensitive or proprietary infor -
mati on not independent |y known to an enti ty from
sources other than the entity to which the information
pertains, and in cludes, but is not limted to, custoner
lists, price lists, health plan contracts, narket ing
met hods, patents, technol ogi es, processes, or other
trade secrets.)

Except as permtted by this Agreenent, the respondent's
Hol d Separate Conpani es Boards nenber shall not, in his
or her capacity as a Hold Separate Conpani es Boards
nmenber, re ceive Material Confidential Informa tion, and
shall not dis close any such infornmation recei ved under
this Agreenent to respondent, or use it to obtain any
advant age for respondent. The respondent's Hol d
Separ at e Conpani es Boards nenber shall enter a
confidentiality agree nent prohibit ing disclosure of
Material Confidential Infor mation. The respondent's
Hol d Separate Conpani es Boards nenber shall partic i pate
in mat ters that cone before the Hol d Separate
Conpani es Boards only for the limted purposes of con -
sidering a capital investnent or other transaction
exceeding $250, 000, approving any proposed budget and
operating plans, and car rying out respondent’'s respon -
sibilities under this Agree nent and the Consent O der.
Except as permtted by this Agreenent, the
respondent’'s Hol d Separate Conpani es Boards nenber
shall not partici pate in any matter, or attenpt toin -
fluence the votes of the other nenbers of the Hold
Separ ate Conpani es Boards with respect to natters, that
would involve a conflict of interest if re spondent and
the Hol d Separate Conpani es were separate and
i ndependent enti ties.

Any material transaction of the Hold Separate Conpanies
that is out of the ordinary course of business nust be
approved by a major ity vote of the Hold Se parate
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Conpani es Boards; pro vided that the Hold Separate
Conpani es shall engage in no trans action, nmaterial or
other wise, that is preclud ed by this Agreenent.

I f necessary, respondent shall provide the Hold

Separat e Conpanies w th sufficient working capi tal to
oper ate the Schedul e A assets and the Schedul e B assets
at their cur rent rate of oper ation, to fulfil
respondent’'s obligations under the | oan agreenent
identified in Schedule A of the Consent Oder, and to
carry out any capi tal i mprovenent plans for the
Schedul e A assets and the Schedul e B assets that have

al ready been ap proved.

Respondent shall continue to provide the sanme support
services to the Schedul e A assets and the Schedul e B
assets as are being pro vided to themby O Nda as of the
date this Agree nment is signed. Respondent may charge
the Hol d Separate Conpani es the sane fees, if any,
charged by O Nda as of Decenber 1, 1996 for such

support ser vices. Respondent ’s personnel providing
such sup port services nust retain and nmaintain all

Materi al Confidential Infor mation of the Schedule A
assets and the Schedul e B assets on a confiden tia
basis, and, ex cept as is per mtted by this Agree nent,
such per sons shall be prohibited from providing,

di scussing, exchanging, circulating, or other w se
furnishing any such informa tion to or with any person
whose enpl oy nment involves any of respondent's

busi nesses. Such per sonnel shall al so execute
confidentiali ty agreenents prohibiting the disclo sure
of any Material Confidential Information of the

Schedul e A assets and the Schedul e B assets.

During the period comrencing on the date this Agree ment
is effective and termnat ing on the earlier of (i)

August 1, 1997, or (ii) the date contem plated by
subparagraph 2.a.(ii) (the "Initial D vestiture

Period"), respondent shall nake avail able for use by

the Hol d Separate Conpani es funds sufficient to per form
all necessary routine mai ntenance to, and repl ace nment s
of, the Schedule A assets and the Schedul e B assets
("normal re pair and replacenent”). Provided, how ever,
that in any event, respondent shall pro vide the Hold
Separate Conpanies with such funds as are nec essary to
maintain the viabili ty, conpetitiveness, and
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marketabil ity of the Schedul e A assets and the Schedul e
B assets.

ro Respondent shall circulate, to its man agenent enpl oyees

responsi bl e for the operation of acute care hospitals

in San Luis Qobispo County, California, a no tice of this

Hol d Separate and Consent Order in the formattached as
Attachment A

s0O The Hol d Separate Conpani es Boards shall serve at the
cost and ex pense of respondent. Respondent shall
i ndemni fy the Hol d Separate Conpani es Boards agai nst
any | osses or clains of any kind that mght arise out
of its involvenent under this Hold Separate Agreenent,
except to the ex tent that such | osses or clains result
fromms feasance, gross negligence, wllful or wanton
acts, or bad faith by the Hold Separate Conpanies
Boards directors.

to The Hol d Separate Conpani es Boards shall have access to
and be infornmed about all conpanies who inquire about,
seek, or propose to acquire the Schedul e A assets or
t he Schedul e B assets.

uo Wthin thirty (30) days after the date this Agreenent
is accepted by the Com mssion and every thir ty (30)
days thereafter until this Agreement ter mnates, the
Hol d Separate Conpani es Boards shall together report in
witing to the Comm ssion concerning those Boards'
efforts to acconplish the purposes of this Hold
Separ at e.

4 To ensure the conpl ete i ndependence of Mnarch from
respondent (neaning here and hereinaf ter, Tenet ex cluding the
Schedul e A assets and the Schedul e B assets), and to ensure that
no conpetitive Monarch infor nmation is disclosed to respondent,
respondent shall establish a trust for Tenet's Mnarch stock, on
the following terns and conditions:

a. Prior to, or sinmultaneously with the Ac quisi tion,
respondent shall establish a voting trust for Tenet's
Monar ch stock, for which the Trustee shall be the
i ndependent Chai rman of the Hold Separate Conpanies
Boards. The Trustee shall exercise any and all voting
rights of Tenet's Mnarch stock, on all matters
(including without limtation the election or renoval
of directors), voted on by Mnarch sharehol ders,
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whet her at a regular or special neeting, or pursuant to
a unani nous witten consent. The Trustee shall vote
all shares of Tenet's Mnarch stock in the sane
proportion as all other shares of Mnarch's stock are
voted with respect to such matters. The Trustee shal

al so be present, in person or by proxy, at all annual

or special neetings of Mnarch sharehol ders, so that
Tenet's Monarch stock nmay be counted for purposes of
determning the presence of a quorumat such neetings.

b. Tenet shall not use its hol dings of Monarch stock, or
any | oan agreenents w th Mnarch

(i) to control or influence the conduct of Monarch s
busi ness, or Mnarch's business relationships wth
French Hospital Medical Center; or

(i1) to obtain Material Confiden tial Information of
Monar ch, except Monarch financial information
necessary and essential to allow respondent to
prepare United States consoli dated financi al
reports and tax returns, to allow respondent to
prepare Medicare or Medicaid cost reports, or for
use by the Hold Separate Conpanies in order to
carry out the |l oan agreenent identified in
Schedul e A of the Consent Order (which Monarch
information shall be used only for the purposes
set forth in this subparagraph).

C. Tenet shall not permt any di rector, officer, enployee,
agent, or representative of Tenet to serve on Mnarch's
board of directors.

5 Shoul d the Comm ssi on seek in any proceeding to conpel
respondent to divest the Schedul e A assets and/or the Schedule B
assets, as provid ed in the Con sent Oder, or to seek any ot her
injunctive or equita ble relief for any failure to conply with the
Consent Order or this Agreenent, or in any way relating to the
Acquisi tion, as defined in the Consent Order, respondent shal
not rai se any objection based upon the expiration of the
applicable Hart-Scott-Rodino Antitrust Inprove nents Act waiting
period or the fact that the Comm ssion has permtted the
Acqui sition. Respondent also waives all rights to contest the
validity of this Agreenent.
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6 To the extent that this Agreenent requires respondent
to take, or prohibits respondent fromtaking, certain actions
that otherwi se may be required or prohib ited by contract,
respondent shall abide by the terns of this Agreenent or the
Consent Order and shall not assert as a defense such contract
requirenents in a civil penal ty action brought by the Comm ssion
to enforce the terns of this Agree nent or the Consent O der.

7 For the purposes of determning or securing conpliance
with this Agreenent, and subject to any | egal Iy recogni zed
privilege, and upon witten request with reasonable notice to
respondent nade to its principal office, respondent shall permt
any duly authorized representatives of the Comms si on:

a0  Access, during office hours of respondent and in the
presence of counsel, to inspect and copy all books,
| edgers, accounts, correspondence, nenoranda, and all
ot her records and docunents in the possession or under
the control of the respondent relat ing to conp liance
with this Agreenent;

b0 Upon five (5) days ' notice to respondent and wit hout
restraint or interfer ence fromrespondent, to interview
officers, direc tors, or enployees of respondent, who
may have counsel present, regarding such mat ters.

8 Thi s Agreenent shall not be binding until approved by
t he Conm ssi on.

Dated: January  , 1997

TENET HEALTHCARE CORPORATI ON

By:

Scott M Brown, Esq.
Seni or Vice President,
CGeneral Counsel and Secretary

FEDERAL TRADE COWM SSI ON

By:

St ephen Cal ki ns
Ceneral Counsel
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Consent Agreenent Accepted for Public
Commrent by the Comm ssion on January
28, 1997

Donald S. dark
Secretary



Agreement to Hold Separate Page 14 of 15

ATTACHVENT A
NOTI CE OF DI VESTI TURE AND REQUI REMENT FOR CONFI DENTI ALI TY

Tenet Healthcare Corpora tion has entered into a
Consent Agree nent and Agree nent to Hold Separate with the
Federal Trade Com mssion relating to the dives titure of
certain assets, in or near San Luis Chi spo County,
California, that Tenet is to acquire through its
acqui sition of O Nda Heal t hcorp.

Until after the divestitures required under the
Consent Agreenment are conpleted, O Nda ’'s hospitals and
ot her businesses in San Luis (oispo County, California,
as well as those in Santa Barbara County, California
(collectively the "Hold Separate Assets"), nust be
managed and nai ntai ned as a separate, ongoi ng busi ness,

i ndependent of all other Tenet busi nesses. All
conpetitive informa tion relating to the Hold Separate
Assets nust be retained and nmain tained by the persons
involved in the opera tion of those Assets on a
confidential basis, and such persons shall be prohibited
from providing, discussing, exchang 1ing, circulating, or
ot herwi se furnishing any such infor mation to or with any
ot her person whose enpl oynent invol ves any ot her Tenet
business. Simlarly, all such persons involved in Tenet
shall be prohibited fromprovid ing, discussing
exchangi ng, circulating, or otherw se fur ni shing any such
infor mation to or with any other person whose em pl oynent
i nvol ves any of the Hold Separate Assets. (These
confidentiality requirenents are subject to limted
exceptions, set forth in the Hold Separate Agreenent.)

Monarch Health Systens is also to renain i ndependent
of Tenet's businesses, other than the Hold Separate
Assets, pending Tenet's divestiture of its Mnarch stock.

Any violation of the Consent Agreenent or the
Agreenent to Hold Separate (which is incorporated by
reference as part of the Consent O der to which Tenet has
agreed), may subject Tenet to civil penal ties and ot her
relief as provided by | aw



UNI TED STATES OF AMER CA
BEFCRE FEDERAL TRADE COW SSI ON

)
In the Matter of )
)
TENET HEALTHCARE CORPCRATI ON, ) Docket No.
a corporation. )
)
COVPLAI NT

Pursuant to the provisions of the Federal Trade Comm ssion
Act, and by virtue of the authority vested in it by said Act, the
Federal Trade Conm ssion, having reason to believe that the
respondent, Tenet Heal thcare Corporation ("Tenet"), a corporation
subject to the jurisdiction of the Comm ssion, has entered into an
agreenent whereby Tenet will acquire the stock of OrNda Heal t hCorp
("OrNda"); that the acquisition agreenent violates Section 5 of the
Federal Trade Conm ssion Act, as anmended, 15 U S.C § 45; that the
proposed acquisition, if consummated, would violate Section 7 of
the dayton Act, as anended, 15 U S. C § 18, and Section 5 of the
Federal Trade Conm ssion Act, as anmended, 15 U S.C § 45; and it
appearing to the Coomssion that a proceeding by it in respect
thereof would be in the public interest, the Comm ssion hereby
issues its conplaint, pursuant to Section 11(b) of the d ayton Act,
15 US C § 21(b), and Section 5(b) of the Federal Trade Conm ssion
Act, 15 U S C § 45(b), stating its charges a s follows:

DEFI NI TI ONS

PARAGRAPH ONE: For purposes of this Conplaint the fol |l owi ng
definitions shall apply:

(a) "Acute care hospital” neans a health facility, |icensed
as a hospital, other than a federally owned facility, having a duly
organi zed governi ng body with overall admnistrative and
prof essional responsibility, and an organi zed professional staff,
that provides 24 -hour inpatient care, and nay al so provide
out patient services, and having as a primary function the provision
of inpatient services for nedical diagnosis, treatnent,



and care of physically injured or sick persons with short -termor
epi sodic health problens or infirmties.

(b) "Acute care inpatient hospital services" nmeans 24 - hour
inpatient health care, and rel ated nedi cal or surgical diagnostic
and treatnment services, for physically injured or sick persons with
short -termor episodic health problens or infirmties.

THE PARTI ES
PARAGRAPH TWD Tenet is a corporation organi zed, existing,

and doi ng busi ness under and by virtue of the |laws of Nevada, wth
its principal place of business at 3820 State Street, Santa

Barbara, California 93105. Tenet owns and operates, anong ot her
t hi ngs, over seventy-five acute care hospital s throughout the
United States. Included anong those hospitals are Sierra Vista

Regi onal Medical Center ("Sierra Vista"), a 195-bed acute care
hospital in the city of San Luis Goispo, California, and Tw n
Gties Community Hospital, an 84-bed acute care hospital in

Tenpl eton, California, about twenty-two mles north of the city of
San Luis oispo. In fiscal year 1996, Tenet had total sales of
approximately $5.6 billion, and its two hospitals in San Luis

bi spo County, California had total sales of about $83 million.

PARAGRAPH THREE: O Nda is a corporation organi zed, existing,
and doi ng busi ness under and by virtue of the |aws of Del awnare,
with its principal place of business at 3401 Wst End Avenue,
Nashvill e, Tennessee 37203. O Nda owns and operates over fifty
acute care hospitals throughout the United States. Included anong
those hospitals is French Hospital Medical Center ("French
Hospital "), a 147-bed acute care hospital in the city of San Luis
Qoi spo, California. In fiscal year 1996, OrNda had total sales of
about $1.8 billion, and French Hospital had total sal es of about
$47 mllion.

JURI SDI CTI ON

PARAGRAPH FOUR  Tenet and OrNda, at all times rel evant
herein, have been and are now engaged in or affecting comrerce, as
"comrerce" is defined in Section 1 of the dayton Act, as anended,
15 US C § 12. The businesses of Tenet and O Nda, at all tines
rel evant herein, have been and are nowin or affecting



commerce, as "comerce" is defined in Section 4 of the Federal
Trade Conm ssion Act, as anended, 15 U.S. C § 44,

THE PROPCSED ACQUI SI TI ON

PARAGRAPH FIVEE On or about Cctober 16, 1996, Tenet and O Nda
entered into an agreenent whereby Tenet will acquire 100 percent of
the voting stock of O Nda, and O Nda stockhol ders will receive
Tenet voting stock in exchange. Tenet wll also assunme O Nda debt.

The total value of the transaction is about $3.1 billion.

NATURE OF TRADE AND COMVERCE

PARAGRAPH SI X2 The relevant |line of commerce in which to
anal yze the proposed acquisition is the production and sal e of
acute care inpatient hospital services and/or any narrower group of
servi ces contained therein.

PARAGRAPH SEVEN  The rel evant section of the country in which
to anal yze the proposed acquisition is San Luis Cbi spo County,
California ("San Luis (hispo County"), and/ or any narrower area
contai ned therein .

MARKET STRUCTURE

PARAGRAPH El GHT: Tenet currently owns two of the five acute
care hospitals in San Luis bispo County, including Sierra Vi sta,
the | argest acute care hospital in the county. Tenet 's acqui sition
of O Nda would add the | argest of its conpetitors, French Hospital
toits holdings in San Luis (bispo County. Sierra Vista and French
each provide a broader range of acute care inpatient hospita
services than any of the other three acute care hospitals in San
Luis (oi spo County, and are each other's principal and nost direct
conpetitor. The other providers of acute care inpatient hospital
services in San Luis C(bispo County are Arroyo G ande Community
Hospital, a 79-bed hospital in Arroyo G ande, about thirteen mles
south of the city of San Luis (hispo, and San Luis Chi spo Cener al
Hospital, a 64-bed hospital located in the city of San Luis (bi spo
and operated by the San Luis (bi spo County governnent. The |ong-
termconpetitive prospects of San Luis Cbispo General Hospital are
clouded by its need for expensive capital inprovenents to, anong



ot her things, meet stringent new state earthquake safety
requi renents.

PARAGRAPH NINE: The rel evant narket is highly concentrat ed,
whet her neasured by the Herfindahl -Hrschman Index ("HH") or by
mar ket share. The proposed acquisition would significantly
i ncrease concentration in this nmarket. It would increase Tenet
mar ket share by at least 17% to at |least 71% The HH woul d
increase at |east 2000 points, to a post-acquisition |evel over
5000.

ENTRY CONDI TI ONS

PARAGRAPH TEN It is unlikely that entry into the rel evant
mar ket woul d prevent, or renedy in a tinmely nmanner, any
anticonpetitive effects fromthe proposed acquisition. Entry is
difficult, and likely to take nore than two years, due to anong
other things the tine required to obtai n necessary gover nnent
permts, including state architectural review, and to conpl ete
construction of an acute care hospital.

COVPETI TI ON

PARAGRAPH ELEVEN  Tenet and OrNda are actual and potenti al
conpetitors in the rel evant narket.

EFFECTS
PARAGRAPH TWELVE: The effects of the aforesaid acquisition
i f consummated, may be substantially to | essen conpetition in the
rel evant market in the follow ng ways, anong ot hers:

(a) it would elimnate actual and potential conpetition
bet ween Tenet and O Nda;

(b) it would significantly increase the already high | evel of
concentration;

(c) it would elimnate O Nda as a substantial, independent
and conpetitive provider;

(d) it may permt Tenet to unilaterally raise prices;
(e) it may result in less favorable prices and other terns

for health plans that contract with providers of acute care
hospi tal servi ces;



(f) it may increase the possibility of collusion or
i nt erdependent coordi nation by the remaining providers of acute
care inpatient hospital services;

(g) it may deny patients, physicians, third-party payers, and
ot her consuners of acute care inpatient hospital services the
benefits of free and open conpetition based on price, quality, and
servi ce; and

(h) it may deny the San Luis (hispo County governnent the
ability to purchase on conpetitive terns the acute care inpatient
hospital services it nust provide to certain indigent County
residents, as a potentially less costly alternative to providing
such services to those residents at its own hospital.

VI OLATI ONS CHARGED

PARAGRAPH TH RTEEN.  The acqui sition agreenent described in
PARAGRAPH FI VE above viol ates Section 5 of the Federal Trade
Comm ssion Act, as anended, 15 U S.C § 45,

PARAGRAPH FOURTEEN: The acqui sition described i n PARAGRAPH
FIVE, if consummated, would violate Section 7 of the dayton Act,
as amended, 15 U.S. C § 18, and Section 5 of the Federal Trade
Comm ssion Act, as anended, 15 U S C § 45.

VWHEREFORE, THE PREM SES CONSI DERED, the Federal Trade
Comm ssion on this day of , 1997, issues its
conpl ai nt agai nst Tenet Heal t hcare Corporati on.

By the Comm ssion

Donald S. dark
Secretary

SEAL



Anal ysis of Proposed Consent Order to Aid Public Comment

Tenet Heal thcare Corp., FTC File No. 971-0024

The Federal Trade Comm ssion has accepted, subject to final
approval , a proposed consent order from Tenet Heal t hcare Corp.
("Tenet"), to resolve antitrust concerns raised by Tenet's proposed
acqui sition of O Nda Healthcorp ("OrNda"). Tenet woul d be required
to divest, anong other things, O Nda's French Hospital and Medica
Center in San Luis Ghispo, California ("French"), and O Nda's
interests in Mnarch Health Systens, an integrated health care
delivery systemin the San Luis (oispo area. Tenet has al so agreed
to hold French, the Monarch interests, and sonme additional assets
separate from Tenet's other assets, pending the required
di vestitures.

The proposed consent order has been placed on the public
record for sixty (60) days for reception of comrents by interested
persons. Comrents received during this period will becone part of
the public record. After sixty (60) days, the Commssion wll
again review the agreenent and the comments received, and w ||
deci de whether it should wi thdraw fromthe agreement or nmake fina

the agreenent's proposed order.



The Conm ssion's Conpl ai nt

The proposed consent order would settle charges by the Federal
Trade Comm ssion that Tenet's proposed acquisition of O Nda
Heal t hcorp woul d endanger conpetition in the market for inpatient
acute care hospital services in San Luis (oispo County, California,
and so would violate Section 7 of the dayton Act and Section 5 of
the Federal Trade Comm ssion Act. This natter involves the sane
market, and the sane principal hospitals, as were at issue in a

previ ous Conm ssion hospital merger case, Aneri can Medi cal

International, Inc. , 104 F.T.C 1, 617 (1984), which resulted in

the divestiture of French.

Tenet operates over 75 acute care hos pitals nationwide. In
San Luis hispo County, Tenet operates two acute care hospitals,
195-bed Sierra Vista Regional Medical Center ("Sierra Vista") in
the city of San Luis (hispo, and 84-bed Twin Gties Comunity
Hospital ("Twin Gties") in Tenpleton about 22 mles to the north
of San Luis ohispo. O MNda operates over 50 acute care hospitals
nati onwi de, including 147-bed French Hospital Medical Center in the
city of San Luis bhispo. O Nda al so operates 70-bed Val |l ey
Community Hospital in Santa Maria, in northern Santa Barbara County

about 30 mles south of the city of San Luis i spo.

The conplaint alleges that Tenet and OrNda are the two | eadi ng

conpetitors, out of only four providers, of acute care hospital



services in San Luis (bispo County, California. It further alleges
that Tenet's main hospital in the area, Sierra Vista, and O Nda's
French hospital, offer broader service conplenents than any of the
other hospitals in the county, and are each other's principal and
nost direct conpetitor.

The conplaint identifies 79-bed Arroyo G ande Community
Hospital in southern San Luis bispo County, and county-owned 64-
bed San Luis (bispo CGeneral Hospital ("SLO CGeneral™) in the city of
San Luis (hispo, as the only acute care hospitals in San Luis
oi spo County that woul d not be owned by Tenet after the
acquisition of O Nda. The conplaint further alleges that SLO
Ceneral's long-termconpetitive prospects are clouded by its need
for major capital inprovenents, including construction required to
bring the hospital into conpliance with stringent new state
eart hquake safety standards.

As stated in the conplaint, the proposed acquisition woul d
elimnate conpetition between Tenet and O Nda, and significantly
increase the already high |l evel of concentration for inpatient
acute care hospital services in San Luis bispo County. The

conplaint also alleges that the proposed nerger woul d i ncrease



the market share of Tenet, already the |eading provider of
inpatient acute care hospital services in the Tri-Gties area, to
over 71% an increase of at |east 17% above its existing narket
share. The conplaint further alleges that, as neasured by the
Herfi ndahl -H rschman I ndex ("HH"), market concentration woul d
i ncrease nore than 2000 points to a post-acquisition | evel of over
5000. The HH is a neasure of market concentration used by the
Federal antitrust enforcenent agencies to estinmate, in conjunction
with information on other market factors, the likelihood that a
mer ger woul d endanger conpetition. As explained in the 1992 Merger
Qui del i nes, the Federal antitrust enforcenment agenci es consi der
markets with HH | evels above 1800 (on a scale of 0 to 10,000) to
be "highly concentrated,” and, where the post-nmerger HH woul d
exceed 1800, presune that a merger producing an increase in the HH
of nore than 100 points is likely to significantly | essen
conpetition (unless factors other than market concentration
indicate that the merger presents no significant threat to
conpetition).

According to the conplaint, it is unlikely that entry into San
Luis bispo County by a new acute care hospital wll prevent or
remedy any anticonpetitive price increases or other effects
resulting fromthe ac quisition. This is due to, anong ot her

factors, the lengthy lead times required to build new hospitals in



the rel evant narket, such as those required by California's
requi renents for advance revi ew of hospital buil ding plans.

The conplaint alleges that the proposed acquisition nmay:
substantially | essen conpetition for inpatient acute care hospital
services in San Luis oispo County; result in |less favorable prices
and other terns for health plans that contract for such services in
the county; increase the possibility of collusion or interdependent
coordination by the remai ni ng market conpetitors; deny patients,
physicians, third-party payers, and ot her consuners of inpatient
acute care hospital services, the benefits of free and open
conpetition based on price, quality, and service; and deny the
opportunity for the San Luis (bi spo County governnent to purchase,
on conpetitive terns, the hospital care it nust provide to certain
i ndigent County residents, as a potentially |less costly alternative

to providing those services at SLO General .

The Proposed Consent and Hol d Separate Agreenents

The consent order, if issued in final formby the Comm ssion,
woul d require Tenet to divest French and related O Nda assets,

after Tenet acquires OrNda. These assets include,



anong others, O'Nda's interests in a surgery center, two urgent
care centers, and two nmedical office buildings in San Luis Cbispo
County. (Oder, Paragraph Il.A and I1.B.)

Tenet would al so be required to divest O Nda's hol di ngs of
about one-third of the stock of, and also a short-terml oan
agreenent with, Mmnarch Health Systens ("Mnarch"). Mnarch is an
integrated health delivery system operating in San Luis (oi spo and
Santa Barbara Counties. Mnarch has a | ong-term excl usi ve contract
with French, through which French receives a | arge percentage of
its patients. (Oder, Paragraph I1.C ) As part of the Agreenent
to Hol d Separate acconpanyi ng the proposed order, Tenet has agreed
-- effective inmediately -- to place O Nda's stock in Mnarch into
a voting trust, and take other neasures designed to prevent Tenet
fromexercising influence or control over Mnarch, pending
divestiture of the Mnarch stock and | oan agreenent. (Hold
Separate, Paragraph 4.) These neasures are to prevent Tenet from
using the Monarch stock and | oan agreenment to danmage French's
busi ness rel ationship with Mnarch, and thereby | essen French's
conpetitiveness and viability.

Under the terns of the proposed order, Tenet nust nake the

foregoing divestitures to an acquirer, and in a nmanner, approved



by the Comm ssion. (However, Tenet may divest the Mnarch stock to
soneone ot her than the purchaser of French, and if Mnarch is

bought in its entirety by a third party, Tenet need not obtain

prior approval to divest its Mnarch stock to Mnarch's new owner.)
The approval requirenment allows the Conm ssion to nake sure that
Tenet's divestitures fulfill their purpose, of ensuring the
continuation of French as an ongo ing, independent, and vi able acute
care hospi tal, and remedying the |l ess ening of conpetition resulting
fromTenet's acquisition of O Nda. (COder, Paragraph Il.D. and

1. E)

The di vestitures nust be conpl eted by August 1, 1997,
ot herwi se, Tenet will consent to the appoi ntnment of a trustee, who
w |l have twelve additional nonths to effect the divestitures. |If
Tenet does not conpl ete a Conm ssi on-approved divestiture of French
by August 1, 1997, the Conmm ssion rmay appoint a trustee to conplete
that divestiture. The trustee may divest not only French and
rel ated assets, but also ONda's Valley Community Hospital in Santa
Maria, south of San Luis Chispo County, and certain assets relating
to Valley, if the additional hospital and assets turn out to be

necessary for a



successful divestiture of French. (Oder, Paragraphs Il.E and
111.)

The Agreenent to Hol d Separate executed in conjunction wth
t he consent agreenent requires Tenet, effective imedi ately, to
mai ntain French, Valley, the Mnarch stock and | oan agreenent, and
rel ated assets separate fromTenet's other operations until the
conpl etion of the divestitures, or as otherw se specified. The
Agreenent to Hold Separate also requires Tenet to conply with the
provi sions of the proposed consent order, pending its final
approval by the Comm ssi on.

To assure the conpl ete i ndependence and viability of French
and Valley hospitals, and rel ated assets, the Hold Separate
Agreenent requires Tenet to transfer control of those assets to a
t hr ee- nenber board (only one of whomw || be a Tenet enpl oyee), and
to ensure that no conpetitive informati on i s exchanged between
Tenet and those assets. (The Hold Separate Agreenent's provisions
relating to the Monarch stock have been descri bed above.) Under
the Hol d Separate Agreenent, Tenet may not exercise any direction,
control, or influence over the assets to be held separate, except
as necessary to ensure conpliance with the Consent Order and the

Hol d Separate Agreenent, and to ensure



the continued viability, conpetitiveness, and narketability of
t hose assets. (Hold Separate, Paragraph 3.)

For ten years after the order is nade final, the proposed
consent order woul d prohibit Tenet from conbining (through
purchase, sale, |ease, or otherwise) its acute care hospitals in
San Luis oispo County with any other acute care hospital in that
area, or fromacquiring Mnarch stock, wi thout prior notice to the
Federal Trade Conm ssion. Tenet nust provide such notice in
accordance with procedures simlar to those governing prenerger
notifications required by Section 7A of the dayton Act, 15 U S C
§ 18a (unless the nmerger is already subject to Section 7A's
requi renents, in which case no notice is necessary over and above
that provided pursuant to Section 7A). The order provision
suppl enents Section 7A, to ensure that the Conm ssion receives
advance notice of potentially significant Tenet nergers in the
rel evant market, and to thereby give the Comm ssion an opportunity
to bl ock any such nerger if it can denonstrate that the nerger nay
substantially | essen conpetition. The proposed order contains
certain limted exceptions to the prior notification requirenent
for transactions which are unlikely to substantially |essen
conpetition, such as for trans actions under $1 mllion. (O der,
Par agr aph 1V)

The proposed consent order al so contains provisions concerning

its continued application to future owners of French and of Tenet's



acute care hos pitals in San Luis oispo County. The acquirer of
French, pursuant to the divestiture called for by the order, nust

agree not to transfer the hospital, for ten years fromthe date of

the order, without prior notice to the Coonmssion, to any person

al ready operating an acute care hospital in San Luis (oi spo County.
(Cder, Paragraph Il.H) In addition, the order woul d prohibit

Tenet for ten years fromtransferring an acute care hospital

facility in San Luis bispo County, other than French ( e.g., Serra
Vista or Twn Gties) to another person, unless the acquiring

person first files with the Conm ssion an agreenent to be bound by

the order. (Order, Paragraph V)

The purpose of this analysis is to invite public comrent
concerning the proposed order, and to assist the Coomssion inits
determnation of whether to make the order final. This analysis is
not intended to constitute an official interpretation of the

agreenent or to nodify its terns in any way.
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