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healthcare services they provide to residents in the Rockford area. Additionally, the affiliation of
OSF and RHS is the best, if not the only, way to adapt to the region’s.changing healthcare needs
and achieve what “decades of competition” among the three Rockford healthcare systems has
not—containment of the spiraling cost of healthcare. In short, the affiliation is procompetitive

and in the public interest.
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10.  Health plans must offer at least two of the Rockford hospitals to be marketable to local
residents. As a result, every major health plan network in the Rockford region includes
two, but not all three, of the Rockford hospitals. After the Acquisition, no health plan
could continue to offer a multi-hospital network in Rockford without facing the
substantially higher rates that will be demanded by the merged OSF and RHS.

ANSWER: RHS denies the allegations contained in Paragraph 10.
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ANSWER: RHS admits that it has been engaged in commerce or in activities affecting
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constitutes an acquisition under Section 7 of the Clayton Act. RHS lacks knowledge and
information sufficient to admit or deny the allegations as applied to OSF and, therefore, denies

them.

B.

Respondents

14.  Respondent OSFisa not-for-profit health care system incorporated under and by virtue
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second stage to attract patients by offering better services, amenities, convenience,
quality of care, and patient satisfaction than their competitors offer.

ANSWER: RHS denies the allegations contained in Paragraph 18.

D.

19.  Under the terms of the affiliation agreement signed on January 31, 2011, OSF will
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will hold reserve powers over the governance and operations of RHS. OSF’s reserve

powers will grant it control and ultimate authority over all significant business decisions

of RHS, including strategic planning, operating and capital budgets, large capital

expenditures, and significant borrowing and contracting.

ANSWER: RHS admits that the affiliation agreement was signed on Jamuary 31, 2011.
RHS further states that the affiliation agreement speaks for itself and constitutes the best

evidence of its contents. RHS denies the remaining allegations contained in Paragraph 19.






merger in 1989, most notably the ascension of SwedishAmerican as the largest and fastest

growing Rockford hosnital. further deterioration of the ecogamic sitnation in Rackford

reductions in Government reimbursement for healthcare, and the implementation of healthcare '
reform Jegislation, which render the Court’s reasoning and analysis over 22 years ago under
different circumstances and competitive conditions irrelevant to the analysis of OSF’s affiliation

with RHS today.
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THE RELEVANT SERVICE MARKETS

A.

General Acute-Care Inpatient Services Market
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Rockford region from three to two, creating a duopoly of OSF and SwedishAmc:ric»an.l

ANSWER: RHS admits that the affiliation will reduce the number of general acute-care

hospital competitors in Rockford from three to two. but denes the rernainine alleeations__
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the District Court's 1989 opinion regarding the proposed merger of RMH and SwedishAmerican.

RHS denies the remaining allegations contained in Paragraph 36.

B.

Primary Care Physician Services Market

three to two m the Rockford reglon, and Ieave the remamder of the market hlghly
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the Merger Guidelines, the Acquisition raises significant comeetmve concerns in the
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VI

ANTICOMPETITIVE EFFECTS
Al
Loss Of Price Competition And The Increased Bargaining Leverage of OSF
40.  The Acquisition will end decades of significant competition between Respondents and
will increase Respondents’ ability and incentive to unilaterally demand higher
reimbursement rates from commercial health plans.

ANSWER: RHS admits that it and OSF will no longer be independent competitors
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Rockford hospitals would facilitate the likelihood of collusion among the two remaining
hospital competitors. The acquisition of RHS by OSF, the latest proposed merger to
duopoly in the Rockford region, is no less likely to result in coordinated interaction.

ANSWER: RHS denies the allegations contained in Paragraph 58. Answering further,
RHS states that at the time of the 1989 proposed merger, RMH and SwedishAmerican were the
two largest hospital systems in the Rockford area. In contrast, this proposed transaction involves
the two smaller of three hospitals in the Rockford area. Similarly, there have been significant
structural changes in the market since the proposed merger in 1989, most notably the ascension
of SwedishAmerican as the largest and fastest growing hospital in Rockford, further
deterioration of the economic situation in Rockford, reductions in Government reimbursement
for healthcare, and the implementation of healthcare reform legislation. In addition, there is no
evidence that any of the three Rockford hospital systems has engaged in any communications or
concerted activities like those cited by the District Court in the 1989 opinion.

59.  OSF and SwedishAmerican would have the mcentxve and abxlxty to coordmate then'
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64. New competmon from currently-employed Rockford physicians who leave to open a
private practice is unlikely to occur, and in any event would not be timely to deter or
prevent competitive harm, in part because all three Rockford hospitals require their
employed physicians to sign non-compete agreements that prohibit them from practicing
in or around Rockford for at least two years.
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SAMC or SwedishAmerican require their employed physicia_ns to sign non-compete agreements
and the terms of any such agreements and, therefore, denies that allegation. RHS denies that it
requires its employed physicians to sign non-compete agreements that prohibit them from
practicing in or around Rockford for at least two years. RHS denies the remaining allegations
contained in Paragraph 64.
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EFFICIENCIES

65.  Respondents’ alleged benefits of the Acquisition fall well short of the substantial,
merger-specific, well-founded, and competition-enhancing eﬁ'lcmncles that would be
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CERTIFICATE OF SERVICE
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electronic mail:

Matthew J. Reilly

Jeffrey H. Perry

Kenneth W. Field

Jeremy P. Morrison
Richard A. Feinstein
Norman A. Armstrong, Jr.
Willard K. Tom

Federal Trade Commission
600 Pennsylvania Ave., N.W.
Washington, D.C. 20580

.mreilly@ftc.gov
jperry@ftc.gov
kfield@ftc.gov
Jjmorrison@ftc.gov
rfeinstein@ftc.gov
narmstrong@ftc.gov






