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In the Matter of

Minnesota Rural Health Cooperative DOCKET NO. C-4311

a corporation.
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COMPLAINT

Puisuant to the provisions d the Federal Trade Commission Act, as anended, 15U.S.C.
8 41,et seq.and byvirtue of the athority vested in it bysaid Act, the Edenl Trade
Commission (“Commission”), having reasan to bdieve tha Respondent Minnesaa Rural Health
Cooperative‘MRHC”) violated Setion 5 of the Fderd TradeCommssion Act, 15 U.S.C. §
45, and it appeing to the Commssion that a proeglingby it in respect thexof would be in the
public interest, heeby isaues ths Compaint, gating its charges intha respect as follows:

I. NATURE OF THE CASE

1. This matter corerns greanents amongompetinghospitals, phsicians, and
pharmaies in rual Minnesota to fix prices anaMkectively negtiate contrats, includingprice
terms, with health insurers and other third-party payersin Minnesaa. Thehosptals, physidans
and pharmacies achestrated theseagreementsthrough the MRHC. The MRHC, aiginally
composed of hospitals and @ingians, has fixed priseof hospital and plsjcian sevices since
1996. Afterthe Congess eactal the Medicee presciption drug pogram in 2003, the MRHC
reaquited phamacies a membersrad be@n to negtiate price collectivelyon their behlh The
MRHC has not undertakeanyefficiency-enhancingintegation that could justifghe chdlenged
conduct. B collectivelynegptiating prces without anyegtimate justfication, the MRHC has
encaged in unfér methods of compéion.



. RESPONDENTS AND JURISDICTION
A. Respondent

2. The Minnesota Rurélealth Coopertave is a forprofit comporation that is oranized,
exigs, and does business asealth providecoopeative unde and byvirtue of the lavs of the
State of Minnesota with its principal aéds at 190 E. 4th Street N., POXBL55, Cottonwood,
MN 56229-9902.

3. The MRHC has appximately22 hospital members and 114 pityan membes, who
pradice in appoximately47 clinics. Duringhe réevant time pdaod, the hospital members
included most of the hospitals, with two-thirds of hospital beds, in g#seasouthwestern
Minnesota in which the MRHC opdes.

4. Between early 2005 and late 2007, the MRHC hal goproximately 70 pharmacist
members. Thee phamacists opetad in rurdMinnesota, outside of the Minngalis-St. Rl
area. TheMRHC terminated these ptmadst memberships in November 2007.

B. Jurisdiction

5. The MRHC is a corpation within the meaningf Section 4 of theédenl Trade
Conmmission Act.

6. At all times relevat to the Comgint, the MRHC has beemgaged in the business of
contracting with payers, on bkalf of its membes, for the povision of phician, hospital, and
pharmay service to persons for fee Except to the xtent that competition has beeestraned
as dleged herein, MRHC's physidan, hosptal, and pharmacy membe's have been in
competition with one ancther for the provision of physidan, hosptal, or pharmacy seavices.

7. The gneal business préices of the MRHC, includinthe ats and pratices allegd
heran, affect the interstat@movement 0000nic






demands. Momver, in futherance ofthis conduct, members tgfe MRHC have ffeained from
negotiating individually with payers.

A. Agreement among MRHC Members to Negatiate Caollectively

16. Pursuant to the MRHC #gws, MRHC memberdect physicians and hospital
representtives to serve on theIRHC’s Boad of Directors and maage the MRHC'’s opetions.
The Board ovesee all contratnegptiations and approgeall contrats betwea the MRHC and
third-party payers.

17. MRHC manbes, in joining MRHC, ayree to participate in the MRHC’s @ntracts
with payers. h acordane with their MRHC membership andomider paticipation
ageanents, MRHC membergant MRHC the authorityo contraton their behidand they
agree to accept payment for thar sevices accor



payers atempted to negotiate segarately with particular memba's, the membe's rebuffed these
efforts.

22. Through its @llective negotiations and coercive tactics, the MRHC swceeded in
extractingincreased pgments to MRHC rambes in at least threforms: hidner eimbursement
rates than compable poviders, mordavorable pgment methods, and inased
reimbursenents for nee MRHC members.

23. First, theMRHC oltained higher prices from payers. Indeed, the MRHC tdd its
members athe 2005 annual membmeding that improvenents in its contract with Prefed
One would be“worth $100,000s annudly for MRHC menbes.” FHve payers — HedthPatnes,
Medica MultiPlan, Prefered One, ad Ameri@a’s PPO — have g MRHC membes more than
compaable wral hospitals and/or phicians elseWwerein Minnesota.

24. Secondthe MRHC’s ageanents with two pagrs — Melica and Prefered One —
requirethem to payMRHC hospitl and phgician membex based on perentag of billed
charges, raher than afixedfee for each srvice. Paers genaally prefer afixedfee schedule
becaise it prevets providers fom increaing ther billed chages at will. Byobtaining
reimbursement rates beased on apecent o bill ed charges, MRHC providers can unilateraly
increasethar rembursement, by increasing thar billed charges wp to the maximum specified in
the contract.

25. Third, the MRHC has brced pagrs to reimburse newMRHC members athe Hgher
MRHC rates,eventhough he nembers had exishg contracts with the pagr that pad lower
rates. Forexample, MultPlan had to incigse ondiospital’s reimbursenme rate fom 78 perent
of billed chages to a sigificantly highe peicent ofbilled chages merly becaise it joined the
MRHC. Moreove, Medicatold the MRHC hat “becauseof the Co-op rationship all of the
clinics and hosptals, except Rice, are bang pad highe reimbursanent then they were prior to
our Medicaageament with the Co-op.”

C. Price Agreements on Fharmacy Servies

26. After pharmacists goproached it, the MRHC recruited phamacies by offering to
increase Melicare prescription drugorogam (Par D) rambursement levels, uegl phamacies
nat to deal individually with PBMs, and negotiated oollectively and contracted with at least $x
PBMs.

27. To participate in thenew Medicare Pat D program, each PBM or other payer had to
find enoudp pharmaies to meethe “Tricareacess standdr” This standat requirel that eal
network indude a sufitient number opharmaies to ensw that 70 perent ofrurd
beneiciaries lived no more than 15 mileofn at least one picipating pharmay.

28. By*“stand[ing] togéher and speak[ing] with ONE voicto the PBMs,” the MRHC
believed it could levage the €dernl acess equiranents for Part D neorks to obtain highe
reimbursenent rate. The MRHC repatedlystressed the befits of standingogeher and



negptiating & a block in letters to memiseand pospective mmbers. A June 27, 2005, letter
explained thet:

With our membeship in MRHC comes the opptumnity to stand togiaer and
speak ith ONE voice to the PHESs. ... We have to stand &tyerin this effort
or once again the PBMs will intimidate usand pick us df ore by one with
contracts we dort want.

The letter induded the precise reimbursement levels that the MRHC would seek from PBMIs,
which were alove the levels that PBMs were off ering.

29. To maxmize the phanades’ negtiating leveage, the MRHC urgd its pharmac
membea's na to dedl individually with PBMs:

Do NOT sgn and retum your Medicare Pat D PBM contracts. MRHC will
review and ngotiate thesedr you duringthe next few weks. The ontrading
deadlineis not until later this sunme and our best leverage is o teke our timeto
negotiate as ablock. The bigger block the better [sic].

The MRHC repeated this messaye to prospective membe's.

We are asing all MRHC members NOT to sign am return their Medicare RartD
PBM contracts. MRHC will review and negotiate these for them duling the next
couple of weeks. Ourbest leverage is to take our timeto negotiate as a block, and
the bigger Hock the better. . . . [sic]

Don't sign contracts but notify the PBM s who will act as your agent —the MRHC!

30. To “sped up” the PBAs’ acceptance ofthe MRHC as the pharacies’bargining
agent, the MRHC provided ea phamacymember wth labels that redfrred the PB1 to MRHC
to attach to offrs that PRIs sent them. Mangnember phamades followed the MRHC'’s
instructions to return the @fs to the PBIs with such labels atthed.

31 The MRHC neyotiated with a least aght PBMs over Part D reimbursanent levels
and reached agreementson behdf of the MRHC establishing prices and other competitively
significant terms with sixof them. The MRHC transfred mangement of thee ageaments to a
pharmay services administration om@nization in early2008.

V. LACK OF JUSTIFICATION F OR THE CONDUCT

ies’ neg



The withholdingarmngements in the reaining thee ontrads withhold at mosten pecent of

physician chages andeéturn moneyo the MRHC members raglless of whethetheyachieve
cost-contanment goés.

34. Nor hae the MRHC and its plsjcian membex undertake anyclinical progams or
activities that crate ay significant integation amongdts members’ cliniclgpradices. The

MRHC provides its phsician membex with certan pradice mangement progams (inéuding
two qualityimprovement projec



39. As allegd abovethe MRHC and its members eng



WHEREFORE, THE PREMISES CONSIDERED, the Felerd TradeCommssion on
this twentyeighth dayof Decembe, 2010, issues its Conaht aguinst the Minnesota Rural
Hedth Cooperative.

By the Commis®n.
Donald S. Clark

Secreary
SEAL



