
COMPLAINT  

 

P urs uant  t o t he provi s i ons  of t he Fed er al  Trade C o m m i s s i on Act  (“FTC  Act ”), and b y  
vi rt ue of t he aut hori t y ve s t ed i n i t  b y t h e FTC  A ct , t he Fed eral  Tr ade C om m i s s i on 
(“C om m i s s i on”), havi ng reas on t o bel i ev e t hat  R e s pondent  C ent raC are He al t h  (“ C ent raC a re” ) 
and S t . C l oud M edi cal  Group P .A.  (“ S C M G ”) hav e ex ecut ed a m e r ger a gre em ent  
(“Acqui s i t i on”)  i n vi ol at i on of S ect i on 5 of t he FT C  Act , 15 U.S .C . § 45, whi ch i f cons um m at ed 
woul d vi ol at e S ect i on 7 of t he C l a yt on A ct , as  am e nded, 15 U.S .C . § 18, and i t  appeari n g t o t he C om m i s s i on t hat  a proce edi ng b y i t  i n res p ect  t her eof woul d be i n t he publ i c i nt eres t , her eb y i s s ues  i t s  com pl ai nt  purs uant  t o S ect i on  11(b) of t he C l a yt on A ct , 15 U.S .C . § 21(b), s t at i ng i t s  
char ges  as  fol l ows :  

 
I .  
 

NAT URE  O F T H E  CA S E  
 1. C ent raC are and S C M G a re t he t wo l ar ges t  provi de rs  of pri m ar y car e, pedi at ri c ca re, and 

obs t et ri cs / g yne col o g y (“ OB/ G Y N ”) s e rvi ces  i n S t . C l oud, M i nnes ot a . C ent raC are ’s  
acqui s i t i on of S C M G woul d el i m i nat e pri ce and n on- pri ce com pet i t i on, l i kel y cau s i n g 
s i gni fi cant  ant i com pet i t i ve harm  t o res i dent s  and bus i nes s es  i n t he S t . C l oud area.  
 

2. C ent raC are and S C M G  c om pet e t o be i ncl uded i n heal t h i ns uranc e pl ans , a nd com pet e 
for pat i ent s  wi t hi n t hos e heal t h i ns uranc e pl ans . H eal t h i ns urers  and em pl oye r s  rel y on 
t he com pet i t i on bet ween C ent raC are and S C M G t o negot i at e l ower rei m bu rs em ent  rat es , 
whi ch are p as s ed on t o c ons um ers  t hrough l ow er  heal t h i ns uranc e prem i u m s  and l ower  
out - of - pocket  cos t s . C om pet i t i on al s o provi des  an i ncent i ve for C ent r aC ar e and S C M G t o 
provi de hi gh er qual i t y c a re and bet t e r s ervi ces  t o pat i ent s . 
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3. C ent raC are ’s  acqui s i t i on of S C M G  woul d s ubs t ant i al l y i ncr eas e C ent raC ar e ’s  m arket  
s hare i n t hre e ph ys i ci an  s ervi ces  s ol d t o com m er ci al  heal t h pl ans :  (1) adul t  pri m ar y ca re;  
(2) pedi at ri c p ri m ar y c ar e;  and (3) O B/ GY N . The l evel s  of conc ent rat i on i n  t hes e m arket s  
t hat  woul d res ul t  from  t he  Acqui s i t i on cre at e a s t r ong pr es um pt i on of ant i c om pet i t i ve 
harm  under appl i cabl e ca s e l aw and t he U.S . Depa rt m ent  of J us t i ce and Fed eral  Tr ade 
C om m i s s i on Horiz ont al  M er ger Gui del i nes  (“M er ge r Gui del i nes ” ). B y el i m i nat i ng 
S C M G as  a pot ent i al  al t ernat i ve fo r h eal t h pl ans  i n t he S t . C l oud area, t he Acqui s i t i on 
wi l l  l i kel y  al l ow C ent raC are t o i ncr eas e t h e rei m b urs em ent  rat es  for t he s e r vi ces  of 
current  S C M G ph ys i ci an s , and pot ent i al l y s e cure m ore favor abl e t e rm s  fro m  heal t h 
i ns urance pl ans  for C ent r aC are s e rvi ces .  

 
4. The com pet i t i on el i m i nat ed t hrough t he Acqui s i t i on wi l l  not  be s uffi ci ent l y repl ac ed i n a 

t i m el y m anner b y ot h er p rovi ders .  
 
5. R es pondent  and S C M G cannot  s how co gni z abl e ef fi ci enci es  t hat  woul d of fs et  t he l i kel y 

and s ubs t ant i al  ant i com pet i t i ve harm  fr om  t he A c qui s i t i on.  
 

6. R es pondent  and S C M G have s hown t hat  S C M G i s  fi nanci al l y  fai l i n g , wi t h  no acc es s  t o 
credi t , and t hat  ph ys i ci an s  are and wi l l  cont i nue t o l eave t he pr act i c e. The y have furt h er 
s hown t hat  no a l t ernat i ve  purchas e rs  ot her t han C e nt raC are are i nt e res t ed i n  acqui ri n g t he 
ent i re S C M G pract i c e gr oup .  

 
I I .  

 
B ACK GRO UND  

 
A.  
 

Ju ri s d i cti on  
 
7. R es pondent  and S C M G are, and at  al l  rel ev ant  t i m es  have  be en, en ga ged i n com m erce o r 
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pl ans  al s o provi de ac ces s  t o a provi der net wo rk bu t  t he em pl o ye r rat h er t ha n t he i ns urer 
as s um e s  t he ri s k for t he c os t  of fut ure c are.  S el f - i ns ured em pl o yers  m us t  pa y t he ent i ret y 
of t hei r em pl o yees ’ heal t h  care cl ai m s  (as i de from  m em ber cos t - s ha ri ng, s u ch as  
deduct i bl es  and cop a ym e nt s ) and, as  a r es ul t , m a y i m m edi at el y  i ncur p rovi der rat e 
i ncreas es .  

 
16. In t he s econd b as i c s t a ge of com pet i t i on, provi ders  com pet e wi t h ot her  i nde pendent  

provi ders  i n t hei r net wor ks  t o at t ract  pat i ent s . T yp i cal l y, h eal t h i ns urers  of f er m ul t i pl e  
i ndependent  i n - net wo rk provi ders , who com p et e t o at t ract  pat i ent s  b y of fer i ng  bet t er 
s ervi ces , am eni t i es , conv eni ence, qu al i t y of car e, and / or  pa t i ent  s at i s fa ct i on .  

 
I I I .  

 
T H E  RE L E VANT  SE RVI CE  MAR KE T S  

 
17. There are t hr ee r el evant  ph ys i ci an s ervi ce m arket s  i n whi ch t o anal yz e t he effe ct s  of t he 

Acqui s i t i on:  adul t  pri m ary c are;  p edi at ri c  pri m a r y care;  and O B/ GYN.  
 
18. Adul t  pri m ar y car e ph ys i ci an s ervi c es  ar e gen eral  ph ys i ci an s ervi ces  p rovi ded t o 

com m erci al l y i ns ured p at i ent s  aged 18 and ove r b y ph ys i ci ans  who o ffe r i n t ernal  
m edi ci ne, fam i l y m edi ci ne, and gen eral  m edi c al  s ervi ces . P h ys i ci ans  i n ot h er s peci al t i es  
are gen er al l y not  a s ubs t i t ut e for adul t  pri m ar y car e ph ys i ci ans .  

 
19. 
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I V.  
 

T H E  RE L E VANT  GEO GRA PH I C M AR KE T  
 
24. The rel ev ant  geo gr aphi c m arket  i n whi ch t o anal yz e t he effe ct s  of t he A cq ui s i t i on i n t he 

rel evant  s e rvi ce m a rket s  i s  t he gr eat er S t . C l oud, M i nnes ot a res i dent i al  ar e a, whi ch 
cont ai ns  t he fol l owi ng z i p codes :  55320, 56301, 5 6303, 56304, 56320, 56329, 56377, 
56379, and 56387. Thi s  r oughl y co rres ponds  t o a r adi us  of 20 m i l es  around downt own S t . 
C l oud. 

 
25. P at i ent s  i n t he S t . C l oud area s t ron gl y v al ue a cces s  t o adul t  pri m ar y  car e, p edi at ri c 

pri m ar y  ca re, and OB/ G YN s ervi c es  cl os e t o whe re t he y l i ve. Gi ven t hes e pat i ent  
prefe renc es , he al t h i ns urers  m us t  i ncl ude a s uffi ci ent  num ber of adul t  pri m ar y ca re 
ph ys i ci ans , p edi at ri c  pri m ar y ca re ph ys i ci ans , an d OB/ GYN  ph ys i ci ans  i n t he S t . C l oud 
area t o cre at e an at t ract i v e heal t h pl an net wo rk for  em pl o ye r s  whos e em pl oye e s  res i de i n 
t he  S t . C l oud area.  

 
26. Accordi n gl y, a h ypot het i cal  m onopol i s t  t hat  cont rol l ed a s ubs t ant i al  port i on of t hes e 

ph ys i ci ans  i n t he S t . C l oud area coul d profi t abl y i ncreas e rat es  b y at  l eas t  a  s m al l  but  
s i gni fi cant  am ount  becau s e heal t h i ns urers  coul d not  pract i cabl y  of fer  p ri m ar y and ot he r 
rout i ne m edi cal  s ervi ces  from  provi ders  out s i de t h e S t . C l oud area  t o t hei r m em bers . 
Thus , t he are a i n whi ch h eal t h i ns urers  c an pra ct i c al l y t urn fo r al t ern at i ve p rovi ders  of 
adul t  pri m ar y ca re ph ys i c i an s ervi ces , p edi at ri c pri m ar y ca re ph ys i ci an s erv i ces , and 
OB/ GYN ph ys i ci an s ervi ces  i s  l i m i t ed t o t he S t . Cl oud area.  

 
V.  
 

MAR KE T  S T RUCT URE  AND T H E  ACQ UI S I T I O N’S   
PRE S UM PT I VE  I L L E GAL I T Y  

 
27. The M er ge r Gui del i nes  a nd court s  m eas ur e conc e nt rat i on us i ng t he  H erfi n dahl -

Hi rs chm an Ind ex  (“HH I” ). The HH I i s  cal cul at ed b y t ot al i n g t he s quar es  of  t he m arket  
s hares  of ever y fi rm  i n t he rel ev ant  m arket . Und er t he M er ger Gui del i nes , a m erger i s  
pres um ed l i kel y t o cre at e  or enhanc e m ark et  powe r —and i s  pres um pt i vel y i l l egal —wh en 
t he pos t - m er ger HH I ex ceeds  2500 and t he m e r ge r i ncre as es  t he HH I b y m ore t han 200 
poi nt s . 

 
28. The HH Is  t hat  woul d r es ul t  from  t he Acqui s i t i on confi rm  t hat  i t  wi l l  l ead t o s i gni fi cant  

i ncreas es  i n m arket  con c en t rat i ons  i n al read y con cent rat ed s ervi c e m arket s . Each of t he 
ph ys i ci an s ervi ces  m arke t s  have pre- m er ge r HH Is  of over 2500, and i n each  t he HH I wi l l  
i ncreas e wel l  over 200 p oi nt s . Inde ed, C ent raC a re ’s  pos t - Acqui s i t i on s hare  i n each of t he 
ph ys i ci an s ervi ce m arket s  wi l l  be over 80% .  
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29. Accordi n gl y, t he A cqui s i t i on  i s  pres um pt i vel y unl awful . In e ach of t h e rel e vant  m arket s , 
t he m arket  s har es , pos t - m erger concent r at i on l ev el s , and i ncre as e i n con ce nt rat i on l evel s  
ex ceed t he t hres hol ds  for  a pres um pt i vel y ant i com pet i t i ve m erger und er t he  ca s e l aw and 
t he M er ger Gui del i nes .   

 
VI .  

 
ANT I CO M PE T I T I VE  E FFE CT S  

 
A.  
 

E l i mi n ati on  of  Comp eti ti on  an d  In creas ed  B ar gai n i n g L everage of  Cen traCare  
 
30. Heal t h i ns urers  m us t  pro vi de  t hei r m em bers  a cc es s  t o C ent raC are or S C M G becaus e t he y  

are t he t wo l a r ges t  provi d ers  of adul t  pri m ar y ca re,  pedi at ri c pri m ar y car e, a nd  OB/ GYN 
s ervi ces  i n t he S t . C l oud area. C om pet i t i on bet we en C ent raC ar e and S C M G enabl es  
heal t h i ns urers  and em pl o ye rs  t o ne got i at e l owe r r ei m burs em ent  rat es  and m ore favor abl e  
cont ract  t e rm s .  S C M G i s  a l ow - cos t  provi de r of he al t h care i n S t . C l oud, an d heal t h 
i ns urers  have  us e d t he co m pet i t i on bet ween C ent r aC are and S C M G  t o obt ai n m ore 
favorabl e cont ra ct  t erm s  from  C ent raC ar e, whi ch i s  a hi ghe r cos t  he al t h car e provi der .  
The A cqui s i t i on wi l l  el i m i nat e com pet i t i on bet ween C ent raC a re and S C M G, s ubs t ant i al l y 
l es s eni ng  ov eral l  com pet i t i on i n t he rel evant  m ark et s . 
 

B .  
 

L os s  of  Non - Pri ce Co m p eti ti on  
 
31. C ent raC are and S C M G c om pet e t o at t ract  pat i ent s . C om pet i t i on  provi des  an i ncent i ve for 

C ent raC are and  S C M G  t o provi de hi gh er qual i t y care and bet t e r s ervi c e t o pat i ent s .  
 
32. Aft er t he A cqui s i t i on, C ent raC are wi l l  f ace s ubs t a nt i al l y l es s  com pet i t i on i n t he S t . C l oud 

area for adul t  pri m a r y ca r e, pedi at ri c p ri m ar y c ar e ,  and OB/ G YN ph ys i ci an s ervi ces . As  a 
res ul t , t he Acqui s i t i on  wi l l  di m i ni s h  C ent raC are’s  i ncent i ve t o i m prove or c ont i nue t o 
offer hi gh - qu al i t y  car e an d bet t er  s ervi c es .  
 

VI I .  
 

CO UNT E RVAI L I NG FA CT O RS  
 

33. Ent r y b y a  s uffi ci ent  num ber of ph ys i ci ans  t o coun t eract  t he ant i com pet i t i ve effe ct s  due 
t o t he Acqui s i t i on wi l l  not  be l i kel y, t i m el y, o r s uff i ci ent . In o rder t o count er act  t he 
ant i com pet i t i ve effe ct  of t he Acqui s i t i on, an ent ra nt  or current  S t . C l oud co m pet i t or  
woul d need t o bri n g i n a s uffi ci ent  num ber of ph ys i ci ans  i n t he rel evant  s er vi ce m arket s  
t o count eract  t he com pet i t i on bei ng l os t  t hrough t h e Acqui s i t i on. No ent rant  or curr ent  S t . 
C l oud com pet i t or wi l l  be abl e t o i nt roduce s uch a l arge num ber o f ph ys i ci a ns  i n a t i m el y 
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42. WH E RE FO RE , T H E  PRE MI S E S  CO NS I DE RE D , t he Fed eral  Tr ade C om m i s s i on on 
t hi s  fi ft h da y of Oct ober, i s s ues  i t s  C om pl ai nt  agai ns t  s ai d R es pondent . 
 
B y t he C om m i s s i on.  

 
 
      Donal d S . C l ark 
      S ecret a r y  
S EA L:  
 


