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E. 1. The Authority shall recommend for approval by the Commissioner a proposed
cooperative agreement if it determines that the benefits likely to result from the
proposed cooperative agreement outweigh the disadvantages likely to result from a
reduction in competition from the proposed cooperative agreement.
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VIRGINIA LAW

c Code of Virginia

E. 1. The Authority shall recommend for approval by the Commissioner a proposed cooperative
agreement if it determines that the benefits likely to result from the proposed cooperative
agreement outweigh the disadvantages likely to result from a reduction in competition from the
proposed cooperative agreement.

proposed cooperative agreemen
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3.The Authority's evaluation of any disadvantages attributable to any reduction in
competition likely to result from the proposed cooperative agreement shall include, but need
not be limited to, the following factors:

a. The extent of any likely imp
] of health maintenance org

3. The Authority's evaluation of any disadvantages attributable to any reduction in
competition likely to result from the proposed cooperative agreement shall include, but need

not be limited to, the following factors:

a. The extent of any likely adverse impact of the proposed cooperative agreement
on the ability of health maintenance organizations, preferred provider
organizations, managed health care organizations, or other health care payors to
negotiate reasonable payment and service arrangements with hospitals,
physicians, allied health care professionals, or other health care providers;
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3.The Authority's evaluation of any disadvantages attributable to any reduction in
competition likely to result from the proposed cooperative agreement shall include, but
need not be limited to, the following factors:

a. The extent of any likely adverse impact of the proposed cooperative agreement
on the ability of health maintenance organizations, preferred provider
organizations, managed health care organizations, or other health care payors to
negotiate reasonable payment and service arrangements with hospitals,
physicians, allied health care professionals, or other health care providers;

b. The extent of any reduction in competition among physicians, allied health
professionals, other health care providers, or other persons furnishing goods or
services to, or in competition with, hospitals that is likely to result directly or
indirectly from the proposed cooperative agreement;

c. The extent of any likely adverse impact on patients in the quality, availability,
and price of health care services; and

d. The availability of arrangements that are less restrictive to competition and
achieve the same benefits or a more favorable balance of benefits over
disadvantages attributable to any reduction in competition likely to result from the
proposed cooperative agreement.

Competition
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B. A hospital may negotiate and enter into proposed cooperative ag with other |
in the Commonwealth if the likely benefits resulting from the proposed cooperative agreements
outweigh any disadvantages attributable to a reduction in competition that may result from the

perative Benefits to such a cooperative agreement may include, but are
not limited to, improving access to care, health status, health

B. A hospital may negotiate and enter into proposed cooperative agreements with other hospitals
in the Commonwealth if the likely benefits resulting from the proposed cooperative agreements
outweigh any disadvantages attributable to a reduction in competition that may result from the
proposed cooperative agreements. Benefits to such a cooperative agreement may include, but are
not limited to, improving access to care, advancing health status, targeting regional health
issues, promoting technological advancement, ensuring accountability of the cost of care,
enhancing academic engagement in regional health, strengthening the workforce for health-
related careers, and improving health entity collaboration and regional integration where
appropriate.
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2. In evaluating the potential benefits of a proposed cooperative agreement, the Authority shall
consider whether one or more of the following benefits may result from the proposed cooperative
agreement:

a. Enhancement of the quality of hospital and hospital-related care, including mental
health services and treatment of substance abuse, provided to citizens served by the
Authority, resulting in improved patient satisfaction;

b. Enhancement of population health status consistent with the regional health goals
established by the Authority;

¢. Preservation of hospital facilities in geographical proximity to the communities
traditionally served by those facilities to ensure access to care;

d. Gainsin the cost-efficiency of services provided by the hospitals involved;

e. Improvements in the utilization of hospital resources and equipment;

f. Avoidance of duplication of hospital resources;

g. Participation in the state Medicaid program; and

h. Total cost of care.

Competition
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Shares of Commercial and Non-Commercial Inpatient Admissions by County by Hospital System
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Source: Virginia and Tennessee State Hospital Discharge Data (2014).

Note: Shares for each county are based on commercial and non-commercial patients residing within that county and account for all hospitals located in Tennessee and Virginia, inchuding hospitals located

outside the scope of the map.

FTC Staff Submission - September 30, 2016
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5. The Authority's evaluation of any disadvantages attributable to any reduction in competitio

3. The Authority's evaluation of any disadvantages attributable to any reduction in competition
likely to result from the proposed cooperative agreement shall include, but need not be limited
to, the following factors:

d. The availability of arrangements that are less restrictive to competition and achieve the same
benefits or a more favorable balance of benefits over disadvantages attributable to any reduction

in competition likely to result from the proposed cooperative agreement.
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APPLICATION FOR A

LETTER AUTHORIZING

COOPERATIVE AGREEMENT

mission through ial ali options. Wel issued requests for proposals

from organizations interested in strategic alignment and received substantial interest

and a number of proposals from a variety of sophisticated health systems, including

Mountain States. Based on inquiries, Wellmont issued twenty-two requests for

proposals and received nine proposals from other health systems. After more than
of

mission through potential alignment options. Wellmont issued requests for proposals
from organizations interested in strategic alignment and received substantial interest
and a number of proposals from a variety of sophisticated health systems, including
Mountain States. Based on inquiries, Wellmont issued twenty-two requests for
proposals and received nine proposals from other health systems. After more than
a year of merger discussions, internal analysis within each system,
thoughtful conversations in the community and unanimous votes by both boards to
examine this option, Wellmont entered into a term sheet with Mountain States in
April, 2015 to exclusively explore the creation of a new, integrated and locally
governed health system (the "New Health System").

Less Restrictive Alternatives
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COMMITMENTS CHART
October 12, 2016

A. Revision of Commitments — Recommendations by the Authority to the Commissioner

These commitments have been negotiated and drafted with the intent of them remaining in
place for ten (10) years. Nevertheless, there may be changes in circumstances that arise which
affect the feasibility or the meaningfulness of the commitments and which are not possible to
foresee presently. For example,® a major structural change to the federal payment system

These h tiated and drafted with the intent of them remaining in
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affect the feasibility or the i of the h are nat to
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RESPONSE BY APPLICANTS
TO

FEDERAL TRADE COMMISSION STAFF SUBMISSION

agreement),*” Thmmrymlmnmm&uhlyb-:dnnvhpmbe
realized from merger efficiencies, and cannot be made without the merger. The

agreement).” The monetary commitments are possible solely based on savings to be
realized from merger efficiencies, and cannot be made without the merger. The

Commitments
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