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T am writing to confirm that a transaction proposed by our client does not requite a filing
under the Hart-Scott-Rodinog Act,

Overview of Entitics
As indicated in the diagram below, Insurcr A, which is 2 health insurer, owns Subsidiary

A, which iz a health maintenance organization (“HMO™). System B owns Insurer B (which
operates an HMO and PP{J) Submdmry B {n Ihjrd-party adminisiraior (“TPA™), and a numher
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Diagram
. Insurer A System B
Subsidiary A . ] Subsidiary B Insurer B Haspitals B

Drescription of Transaction

First, Subsidiary A will purchase some of the HMQ membership (Le., enrollces) of
Insprer B, The purchase price 15 52 million, which represents fair market value.
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business of Insurer A and Subsidiary A. The_|01m‘ venture itself 15 expected to hold few if a.ny IV
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will be 5% better 1:I1z|u the rates given to any other insurer by Hespitals B.
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The benedits to the parties are sumsrnarized below:

Insurer A and Subsidiary A get: insurer B geis:
Certain enollecs of Insurer B $2 million
51% of the siock of Subsidiary B $1 million
5% MFN from Hospitals B up o 50% of the profits of 4ll business in the

joit wenture and, upon lermination of the joint
venture, 50% of the fair matket value of the
membership of Insurer A and Subsidiary A
then included in the joint venture, net of
membership in place al the time of its
formation.

Conclusion

It is our conclusien that no fi llng is rcqmmd becauge the financial tnesholds that would
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