UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF NORTH CAROLINA

BUNCOMBE COUNTY, NORTH CAROLINA
and CITY OF ASHEVILLE, NORTH

CAROLINA, on their own behalf and on behalf No.: 1:22-cv-147
of all others similarly situated,

Plaintiffs,

V.
JURY TRIAL DEMANDED
HCA HEALTHCARE, INC., HCA
MANAGEMENT SERVICES, LP, HCA, INC,,
MH MASTER HOLDINGS, LLLP, MH
HOSPITAL MANAGER, LLC, MH MISSION
HOSPITAL, LLLP, ANC HEALTHCARE,
INC. f/lk/a MISSION HEALTH SYSTEM,
INC., and MISSION HOSPITAL, INC.,

Defendants.

CLASS ACTION COMPLAINT
Plaintiffs Buncombe County, North Carolina (“Buncombe”) and City of Asheville, North
Carolina (“Asheville”) (“Asheville,” and “Buncombe” together, “Plaintiffs”), individually, and on
behalf of all others similarly situated, bring this action against Defendants HCA Healthcare, Inc.,
HCA Management Services, LP, and HCA, Inc. (collectively “HCA”), and MH Master Holdings,
LLLP, MH Hospital Manager, LLC, MH Mission Hospital, LLLP, ANC Healthcare, Inc. f/k/a
Mission Health System, Inc, and Mission Hospital, Inc. (collectively, “Mission”) (“Mission” and

“HCA” together, “Defendants”). Plaintiffs allege as follows:
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l. NATURE OF THE ACTION

1. This case arises at a time when providing affordable health care insurance plans for
working families and governmental employees, such as firefighters, police, and teachers, and
controlling health care costs have been top priorities for Plaintiffs and members of the proposed
Class, the business communities they serve, and state and local governments in Western North
Carolina. As described in detail in this Complaint, Defendants’ conduct has restricted competition
in the health care markets defined herein, thereby substantially and artificially inflating health care
prices paid by Plaintiffs and proposed Class member health plans. This proposed class action for
unlawful restraint of trade and monopolization seeks to redress these harms. Plaintiffs seek
damages and injunctive and equitable relief under Sections 1 and 2 of the Sherman Antitrust Act,
15U.S.C. 881 and 2.

2. Plaintiffs are a North Carolina county (Buncombe) and a North Carolina
municipality (Asheville) which operate self-funded health insurance plans for their employees and
their families. Plaintiffs directly pay one or more Defendant(s) for health care for their insureds
and have been and continue to be injured thereby because Defendants’ prices are artificially
inflated due to the ongoing anticompetitive conduct alleged herein.

3. Plaintiffs seek to represent a class of similarly situated North Carolina health
insurance plans, including self-funded and commercial insurers (“health plans” or the “Class,”
which is more specifically defined in paragraph 190 below), each of which paid directly to one or
more Defendant(s) on behalf of their insureds for health care services in the relevant markets
alleged herein.

4. Defendants have injured Plaintiffs and members of the Class through an

anticompetitive scheme (the “Scheme”) involving the illegal maintenance and enhancement of
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monopoly power in two health care services markets (the “Relevant Services Markets™): (1) the
market for inpatient general acute care (“GAC”) in hospitals (“GAC Market”), consisting of a
broad group of medical and surgical diagnostic and treatment services that include overnight
hospital stays (“GAC Services”); and (2) the market for outpatient care (“Outpatient Market”),
encompassing all the medical services that are not GAC Services (“Outpatient Services”).

5. Defendants dominate the Relevant Services Markets in at least two geographic
areas (the “Relevant Geographic Markets™): (1) the “Asheville Region,” consisting of Buncombe
and Madison Counties; and (2) the “Outlying Region,” consisting of Macon, McDowell, Mitchell,
Transylvania, and Yancey Counties, or in the alternative with respect to Outlying Region, (3) each
of the separate counties in the Outlying Region. Together, the Relevant Services Markets and the
Relevant Geographic Markets are, collectively, the “Relevant Markets.”

6. In 1995 Mission Health System merged with St. Joseph’s Hospital, Mission’s only
significant competitor in the Relevant Geographic Markets. As a result, Mission’s flagship
Asheville hospital (“Mission Hospital-Asheville””) became the dominant provider of GAC Services
in the Asheville Region with substantial monopoly power in the GAC Market in that region.

7. From 1995 until 2016, Mission was immunized from antitrust liability by a state
statute under which it was issued a Certificate of Public Advantage (“COPA”). The COPA is a
form of regulation in which a hospital is permitted to operate with monopoly power in exchange
for subjecting itself to state oversight.

8. In 2016, after years of lobbying at the behest of Mission executives, the State

repealed the COPA, leaving in place an unregulated organization with monopoly power. After
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repeal, Mission and HCA Healthcare, Inc. (the parent company of the subsequent purchaser of
Mission’s assets) lost any immunity from suit under the Sherman Act.!

9. In January 2019, Mission sold its assets to MH Master Holdings, LLLP, an HCA
subsidiary and part of one of the world’s largest for-profit hospital chains. HCA owns over 200
hospitals across the United States. HCA has been the subject of approximately twenty Federal
Trade Commission (“FTC”) antitrust proceedings over the past two decades. HCA purchased
Mission’s assets, in significant part, because Mission had monopoly power in the GAC Market in
the Asheville Region—monopoly power that HCA knew it could exploit to maintain and enhance
Mission’s monopoly power in the Relevant Markets.

10.  Today, HCA controls more than 85 percent of the GAC Market, based on patient
volume,? in the Asheville Region with an 89.1% share in Madison County and an 88.6% share in
Buncombe County. The commercial insurers and self-funded payors (collectively, “health plans™)
that comprise the proposed Class, at all times relevant to this Complaint, had no choice but to
include Mission’s hospital system in the GAC Market in their insurance networks. There is no
practical alternative for these services in this region.

11. Due to the conduct challenged in this Complaint, HCA also enjoys monopoly power
in the GAC Market in the Outlying Region, with a 70-plus% market share in each county in the
Outlying Region: Yancey (88.3% market share); Mitchell (85.4% market share); Transylvania

(78.7% market share); McDowell (76.4% market share); and Macon (74.7% market share).

! Hereinafter, unless otherwise indicated, “HCA” refers to the parent company that bought Mission
and that parent’s subsidiaries, while the term “Defendants” refers to HCA and the remnant
companies of the former Mission.

2 These market shares and all others reported in the Complaint are based on patient volume unless
otherwise indicated.
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12.  One of the reasons HCA found Mission attractive as a business opportunity is that,
beginning in or about 2017, Mission, under its immediate pre-buyout executive management team,
had embarked on a continuing, multifaceted coercive Scheme designed to foreclose competition
from rivals, to maintain or to enhance its monopoly power in the Relevant Markets, and ultimately
to charge supracompetitive prices—prices above their competitive level—for GAC and Outpatient
Services. The anticompetitive conduct challenged in this Complaint began before HCA’s
acquisition of Mission, and HCA supercharged the Scheme after it acquired Mission. The Scheme
includes, among other anticompetitive features: (1) “all-or-nothing” tying arrangements requiring
health insurance plans to contract with all of Mission’s (and later HCA’s) GAC and Outpatient
Services as a bundle, i.e., take everything together or nothing at all; (2) exclusionary requirements
in the form of anti-steering and anti-tiering provisions, which prevent insurance companies from
steering insureds to less expensive and/or higher quality options as a means to promote competition
and reduce prices; (3) “gag” clauses that prevent insurers from communicating with employers
and patients about the prices they pay for health care and thus determine how best to reduce costs;
and (4) other anticompetitive conduct relating to the negotiation of pricing for GAC Services. HCA
continued and reinforced each of the foregoing elements of the Scheme after it acquired Mission
in January 2019.

13. Mission, and then HCA after purchasing Mission, have abused their monopoly
power in GAC Market in the Asheville Region (the “tying market) to maintain or enhance their
monopoly power in multiple “tied” markets, including the Outpatient Market in the Asheville
Region, and the GAC Market and Outpatient Market in the Outlying Region (or, alternatively, in
the five individual counties that make up that region). The Defendants have accomplished this, in

part, by tying GAC and Outpatient Services together, in both the Asheville Region and Outlying
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