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ANSWER OF RESPONDENTS LABORATORY CORPORATION OF AMERICA AND 
LABORATORY CORPORATION OF AMERICA HOLDINGS 

Pursuant to 16 C.F.R. § 3.12, Respondents Laboratory Corporation of America and 

Laboratory Corporation of America Holdings (collectively referred to as "LabCorp") hereby 

answer the Federal Trade Commission's December 1,2010 Complaint as follows. 

PRELIMINARY STATEMENT 

LabCorp's acquisition of West cliff does not violate the Clayton Act. The FTC's 

Complaint completely ignores the realities of competition for clinical laboratory services in 

California and, in so doing, sets aside reasoned economic analysis of the actual data regarding 

competitive effects that has been available to the Commission for months in favor of a handful of 

documents drafted by LabCorp employees not responsible for ultimate decision-making and 

untested third-party declarations drafted by the FTC. As one Commissioner already has 

recognized, the FTC has no empirical evidence to support its contorted market definition. 

Moreover, the FTC has no evidence to support its allegations of anti competitive effects, and has 

ignored evidence of efficiencies and imminent entry. The Commission also tries to sidestep the 

fact that, but for LabCorp's purchase of West cliffs bankrupt assets, those assets would have left 



the market entirely or likely devolved to Quest Diagnostics, which is by far the dominant clinical 

lab in California. The FTC has overreached. Competition for clinical laboratory services in 



concentration is high. As Commissioner Rosch recognized, the FTC's alleged market definition 

fails "both as a matter of law and common sense." The FTC claims the market should include 

only "[t]he sale of capita ted clinical laboratory testing services to physician groups." The FTC's 

alleged market thus focuses on the part of LabCorp's and Westcliffs business that comprises just 

of their respective revenues. The alleged market ignores entirely the 

fee-for-service business that comprises the vast majority of the remaining 

_ of their respective revenues. But capitated and fee-for-service billing arrangements are 

merely two ways of paying for the same exact clinical laboratory services, and capitated rates are 

influenced by the potential for getting additional discretionary fee-for-service business. Indeed, 

as the FTC admitted in a previous case involving the same services in the same part of the 

country: 

"[P]ull-through" [a/k/a discretionary fee-for-service] business is an important 
determinant of the profitability of capitated contracts. Physician groups that 
participate in capitated plans for some of their customers also frequently 
participate in fee-for-service plans for other customers. Under fee-for-service 
plans, physicians are paid for each procedure. When Laboratory Services are 
needed for a patient with a fee-for-service plan, the health plan pays the 
laboratory directly but the physician chooses which laboratory covered by the 
plan will be used. The Laboratory Services provider for the capitated business of 
a physician group frequently has a significant advantage in winning a substantial 
amount of the "pee-for-service] b3Tj
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Rosch4 all also have recognized, when a company sells a product at a deflated price (e.g., 

capitated business) with the increased opportunity for subsequent higher-margin sales of closely-

related products (e.g., discretionary fee-for-service business), the products should be included in 

the same market. Including fee-for-service business in the market as should be done here sweeps 

in all clinical labs in California because all clinical labs actively compete for discretionary 

physician business. Rather than rebut these arguments (which LabCorp has repeatedly made to 

Staff for months) the FTC's Complaint and the declaration of the FTC's expert completely 

ignore this aspect of competition for clinical lab services. 

The FTC has based its case largely on the bald assertion that the structural features of its 

incorrectly-identified product market create a presumption of illegality. Overconfident in its 

mistaken presumption, the FTC gives short shrift to actual evidence of anticompetitive effects. 

As a threshold matter, even if the FTC's relevant market were correct 



under 30 percent are insufficient to create such a presumption. 5 

In the absence of statistical evidence, the FTC cherry-picks select portions of a handful of 

LabCorp documents to try to cobble together an argument that prices will somehow increase 

post-acquisition. Paradoxically, the FTC argues that Westcliffwas a price-cutting, 





While the anticipated efficiencies that would have 

occurred over the past six months have been delayed and can never be recouped, the efficiency 

gains still exist and can be captured in the future if this acquisition is allowed to proceed. In 

addition, as mentioned above, customers will immediately achieve annually in 

quantifiable cost savings as a result of moving from higher-priced Westcliff contracts to existing 

LabCorp contracts. These efficiencies far outweigh the mythical anti competitive price increases 

that the FTC claims will result from the acquisition. 

The FTC's Complaint fails as a matter oflaw. The FTC's structural case does not create 

a presumption of anti competitive effects because the market shares and market concentration 

levels alleged in the Complaint are inadequate to support such a presumption. And in any event, 

the alleged relevant market does not reflect the realities of competition for clinical lab services 



dramatically outweigh any potential harm the 



and BioLabs, Inc. in which Westcliff agreed 



from its operations in the region that the Complaint defines as Southern California. LabCorp 

further admits that it has a network of 104 patient service centers and six STAT laboratories in 

Southern California and has capitated contracts with. physician groups in Southern 

California covering nearly patient lives. LabCorp further admits that capitated 

business represents" percent of its Southern California revenues and _ percent of its 

Southern California accessions. LabCorp denies the remaining allegations of Paragraph 16. 

17. LabCorp admits that Westcliffhad approximately $97.3 million in total revenues 

in 2009, including approximately derived from its Southern California operations. 

LabCorp further admits that, prior to the acquisition, Westcliff had a network of over 140 patient 

service centers and six STAT laboratories in Southern California, that Westcliffhas capitated 

contracts that cover. physician groups in Southern California covering nearly _ 

patient lives, and that Westcliff s capitated business in 2009 represented. percent of its 

Southern California revenues and _ percent of its Southern California accessions. LabCorp 

denies the remaining allegations in Paragraph 17. 

18. LabCorp admits that Quest has a substantial share of clinical laboratory testing 

services in Southern California. LabCorp lacks knowledge or information sufficient to admit or 

deny the remaining allegations in Paragraph 18. 

19. LabCorp admits that Westcliff had _ capitated contracts in 2007 and has. 

capitated contracts in 2010. LabCorp denies the remaining allegations in Paragraph 19. 

20. LabCorp admits that American Medical Analysis Laboratory and Consolidated 

Medical Bio-analysis, among others, compete for capitated contracts in Southern California. 

LabCorp denies the remaining allegations in Paragraph 20. 



21. The allegation that the alleged "post-merger market concentration, as well as the 

increase in concentration produced by the Acquisition, is well above the range where a 

transaction is presumed to produce anti competitive effects" is a legal conclusion to which no 

response is necessary. LabCorp denies the remaining allegations in Paragraph 21. 

22. LabCorp admits that Westcliffhad _ capitated contracts in 2007 and has. 

capitated contracts in 2010. LabCorp further admits that LabCorp has won. capitated 

contracts in the region the Complaint defines as Southern California during the period May 2007 

to October 2010. LabCorp denies the a l l e g a t i o n s  i n  



In all other respects, the documents 



33. LabCorp lacks knowledge or information sufficient to admit or deny the 

allegations in the first and second sentences of Paragraph 33. LabCorp denies the remaining 

allegations in Paragraph 33. 

34. LabCorp lacks knowledge or information sufficient to admit or deny the 

allegations in the first and second sentences of Paragraph 34. LabCorp denies the remaining 

allegations in Paragraph 34, except that the reference to "competitive requirement in the relevant 

market" contained in the final sentence of Paragraph 34 is a legal conclusion to which no 

response is necessary. To the extent a response is required, that allegation is denied 

35. LabCorp admits the allegation in the second sentence of Paragraph 35. LabCorp 

further admits that the current Medi-Cal moratorium is scheduled to expire on January 26, 2011. 

LabCorp lacks knowledge or information sufficient to admit or deny that the moratorium has 

been regularly renewed. LabCorp denies the remaining allegations in Paragraph 35. 

36. LabCorp denies the allegations in Paragraph 36. 

EFFICIENCIES 

37. LabCorp denies the allegations in Paragraph 37. 

FAILING FIRM 

38. The allegations in Paragraph 38 are legal conclusions to which no are legal a l l e 2 9 1 
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VIOLATIONS 

42. Except as where specifically admitted above, the allegations contained in 

paragraphs 1-41 of the Complaint are denied. 

43. The allegations in Paragraph 43 are legal conclusions to which no response is 

necessary. To the extent a response is required, those allegations are denied. 

44. Except as where specifically admitted above, the allegations contained in 

paragraphs 1-41 of the Complaint are denied. 

45. The allegations in Paragraph 45 are legal conclusions to which no response is 

necessary. To the extent a response is required, those allegations are denied. 

NOTICE OF CONTEMPLATED RELIEF 
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as an independent laboratory under Chapter 11. The sale to LabCorp (through its subsidiary 

LabWest, Inc.) was the only means to prevent Westcliffs failing assets from exiting the 

marketplace. Westcliff diligently explored dozens of other potential purchasers, but in light of 

Westcliffs severe and deteriorating situation prior to the acquisition, the risk, uncertainty, and 

delay inherent in the terms contemplated by the other potential purchasers would have prevented 

Westcliff from remaining a viable business. On information and belief, no other bid would have 

resulted in a sale that would have put Westcliff in a position that would have increased 

competition substantially more than the challenged the.0186 Tc 3.1 0 Td
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Corey W. Roush 
Benjamin F. Holt 
HOGAN LOVELLS US LLP 
Columbia Square 
555 Thirteenth Street, NW 
Washington, DC 20004-1109 
(202) 637-5600 (telephone) 
(202) 637-5910 (facsimile) 
robby.robertson@hoganlovells.com 
corey.roush@hoganlovells.com 
benjamin.holt@hoganlovells.com 

Attorneys for Laboratory Corporation of 
America and Laboratory Corporation of 
America Holdings 
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