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

)
In the Matter of )
)
TENET HEALTHCARE CORPCRATI ON, ) Docket No. G 3743
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 Commssion, has entered into
an agreenent whereby Tenet will acquire the stock of O Nda
Heal thCorp ("ONda"); that the acquisition agreenent violates
Section 5 of the Federal Trade Comm ssion Act, as anended, 15
US C 8 45, that the proposed acquisition, if consumated, 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
USC 845 and it appearing to the Comm ssion that a proceedi ng
by it in respect thereof would be in the public interest, the
Comm ssi on hereby issues its conplaint, pursuant to Section 11(b)
of the dayton Act, 15 U S.C 8§ 21(b), and Section 5(b) of the
Federal Trade Comm ssion Act, 15 U S. C 8§ 45(b), stating its
charges as foll ows:

DEFI NI TI ONS

PARAGRAPH ONE: For purposes of this Conplaint the fol |l ow 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 governing body with overall admnistrative and
prof essional responsibility, and an organi zed professional staff,
that provides 24-hour inpatient care, and may 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 TWO  Tenet is a corporation organi zed, existing,
and doi ng busi ness under and by virtue of the |aws of Nevada,
with 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 oispo, 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 (hispo. 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 nmillion.

PARAGRAPH THREE: O Nda is a corporation organi zed,
exi sting, and doi ng busi ness under and by virtue of the | aws of
Del aware, with its principal place of business at 3401 West End
Avenue, Nashville, Tennessee 37203. (O Nda owns and operates over
fifty acute care hospitals throughout the United States.
| ncl uded anong those hospitals is French Hospital Medical Center
("French Hospital "), a 147-bed acute care hospital in the city of
San Luis oispo, CGalifornia. In fiscal year 1996, O Nda 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 comerce,
as "commerce" is defined in Section 1 of the dayton Act, as
anmended, 15 U S.C 8 12. The businesses of Tenet and OrNda, at
all times relevant herein, have been and are now in or affecting
commerce, as "commerce" is defined in Section 4 of the Federal
Trade Comm 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 wll acquire 100
percent of the voting stock of OrNda, and O Nda stockhol ders will
recei ve Tenet voting stock in exchange. Tenet wll al so assune
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 services contained therein.

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

MARKET STRUCTURE

PARAGRAPH El GAT: Tenet currently owns two of the five
acute care hospitals in San Luis Qoispo County, including Sierra
Vista, the largest acute care hospital in the county. Tenet’s
acqui sition of O Nda would add the | argest of its conpetitors,
French Hospital, to its holdings in San Luis oi spo County.
Sierra Vista and French each provide a broader range of acute
care inpatient hospital services than any of the other three
acute care hospitals in San Luis oispo County, and are each
other's principal and nost direct conpetitor. The other
providers of acute care inpatient hospital services in San Luis
oi spo County are Arroyo Grande Community Hospital, a 79-bed
hospital in Arroyo G ande, about thirteen mles south of the city
of San Luis oispo, and San Luis (bi spo CGeneral Hospital, a 64-
bed hospital located in the city of San Luis Chi spo and operated
by the San Luis Gbispo County governnent. The long-term
conpetitive prospects of San Luis (hispo 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 market is highly concentrated,
whet her neasured by the Herfindahl -H rschman Index ("HH") or by
mar ket share. The proposed acquisition would significantly
i ncrease concentration in this nmarket. It would increase Tenet’s
mar ket share by at least 17% to at least 71% The HH woul d
i ncrease 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 | eve
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 er dependent coordination by the remai ni ng 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 service; 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
Commi 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. 8 18, and Section 5 of the Federal Trade
Conm ssion Act, as amended, 15 U. S. C. § 45.

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

By the Comm ssion

Donald S. dark
Secretary

SEAL



