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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

TENET HEALTHCARE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
Dollars in Millions

(Unaudited)
June 30, December 31,
2015 2014
ASSETS
Current assets:
Cash and cash equivalel $ 299 $ 193
Accounts receivable, less allowance for doubtfaants
( $898at June 30, 2015 ar$852at December 31, 201 2,505 2,404
Inventories of supplies, at cc 261 276
Income tax receivabl 27 2
Current portion of deferred income tay 637 747
Assets held for sal 1,170 2
Other current asse 1,110 1,093
Total current assets 6,009 4,717
Investments and other ass 1,017 384
Deferred income taxes, net of current por 89 116
Property and equipment, at cost, less accumulaprediation and amortizatic
($3,877at June 30, 2015 ar$4,478at December 31, 201 7,135 7,733
Goodwill 6,602 3,913
Other intangible assets, at cost, less accumutatexdtization
($680at June 30, 2015 ar$671at December 31, 201 1,894 1,278
Total assets $ 22,746 $ 18,141
LIABILITIES AND EQUITY
Current liabilities:
Current portion of lon-term debt $ 117 % 112
Accounts payabl 1,149 1,179
Accrued compensation and bene 770 852
Professional and general liability reser 204 189
Accrued interest payab 204 194
Liabilities held for sal¢ 244 —
Other current liabilitie: 1,086 1,051
Total current liabilities 3,774 3,577
Long-term debt, net of current portic 14,637 11,695
Professional and general liability reser 546 492
Defined benefit plan obligatior 627 633
Other lon¢-term liabilities 553 558
Total liabilities 20,137 16,955
Commitments and contingenci
Redeemable noncontrolling interests in equity afsatidated subsidiarie 1,591 401
Equity:
Shareholder¢ equity:
Common stock$0.05par value; authorize262,500,00(shares146,497,88¢
shares issued at June 30, 2015 and 145,578,73%s5kaned at
December 31, 201 7 7
Additional paic-in capital 4,774 4,614
Accumulated other comprehensive I ar7, (182
Accumulated defici (1,424 (1,410
Common stock in treasury, at cost, 47,182,990 steréune 30, 2015
and47,196,90zshares at December 31, 2( (2,377 (2,378
Total shareholders equity 803 651
Noncontrolling interests 215 134
Total equity 1,018 785
Total liabilities and equity $ 22746 $ 18,141

See accompanying Notes to Condensed Consolidatedéial Statements .
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TENET HEALTHCARE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
Dollars in Millions, Except Per-Share Amounts

(Unaudited)

Net operating revenues
Net operating revenues before provision for doutatfeounts
Less: Provision for doubtful accour
Net operating revenues
Equity in earnings of unconsolidated affiliates
Operating expenses
Salaries, wages and bene
Supplies
Other operating expenses,
Electronic health record incentiv
Depreciation and amortizatic
Impairment and restructuring charges, and acooii-related cost
Litigation and investigation cos
Operating income
Interest expens
Investment earnings (losse
Net income (loss) from continuing operations, befaincome taxe:

Income tax benefit (expens
Net income (loss) from continuing operations, befa
discontinued operations

Discontinued operations:
Loss from operation
Litigation and investigation cos
Income tax benef
Net loss from discontinued operation:
Net income (loss

Less: Net income attributable to noncontrollingehests
Net loss attributable to Tenet Healthcare Corporatbn common
shareholders
Amounts attributable to Tenet Healthcare Corporation common
shareholders

Net loss from continuing operations, net of

Net loss from discontinued operations, net of
Net loss attributable to Tenet Healthcare Corporaton
common shareholders
Net loss per share attributable to Tenet Healthcar€orporation
common shareholders:

Basic
Continuing operation
Discontinued operatior

Diluted
Continuing operation
Discontinued operatior

Weighted average shares and dilutive securities catanding (in
thousands):

Basic
Diluted

See accompanying Notes to Condensed Consolidated¢ial Statements .

Three Months Ended

Six Months Ended

June 30, June 30,
2015 2014 2015 2014
$ 4844 $ 4358 $ 9,631 $ 8,663
352 320 715 700
4,492 4,038 8,916 7,963
16 4 20 5
2,185 1,956 4,310 3,877
707 649 1,394 1,277
1,081 1,035 2,174 2,034
(33) (58) (39) (67)
197 209 404 402
193 32 222 53
14 12 17 15
164 207 454 377
(217 (190 (416 (372
1) — (1) —
(54) 17 37 5
27 (8) 11 (7)
27) 9 48 2
(2 (7) ) (15)
— (18) 3 (18)
1 9 — 12
(1) (16) — (21)
(28) ) 48 (23)
33 19 62 35
$ (61) (26) $ 14) $ (58)
$ (60) 10) $ 14) $ (37)
1) (16) — (21)
$ (61) (26) $ 14) $ (58)
$ (0.60 (011 $ (014 $ (0.38
(0.01 (0.16 — (0.22
$ (0.61 (027 $ (014 $ (0.60
$ (0.60 (0.127 $ (0.14 $ (0.38
(0.01 (0.16 — (0.22
$ (0.61 (0.27 $ (014 $ (0.60
99,244 97,677 98,972 97,419
99,244 97,677 98,972 97,419
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TENET HEALTHCARE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OTHER COMPREHE NSIVE INCOME (LOSS)
Dollars in Millions

(Unaudited)
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net income (loss $ (28 $ (7)) $ 48 $ (23
Other comprehensive income:
Amortization of prior-year service costs includadciet periodic benefit
costs 2 2 5 3
Unrealized gains on securities held as availableséte — 3 1 3
Other comprehensive income before income taxes 2 5 6 6
Income tax expense related to items of other cohgmsive income — (2) (1) (2)
Total other comprehensive income, net of tax 2 3 5 4
Comprehensive net income (loss) (26) 4) 53 (19)
Less: Comprehensive income attributable to noncontlling interests 33 19 62 35
Comprehensive net loss attributable to Tenet Healitare
Corporation common shareholders $ (59 % (238 (9 $ (54

See accompanying Notes to Condensed Consolidatedétal Statements.



Table of Content
TENET HEALTHCARE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Dollars in Millions

(Unaudited)
Six Months Ended
June 30,
2015 2014
Net income (loss) $ 48 $ (23)
Adjustments to reconcile net income (loss) to netish provided by operating activities:
Depreciation and amortization 404 402
Provision for doubtful accounts 715 700
Deferred income tax benefit (27) @)
Stock-based compensation expense 33 26
Impairment and restructuring charges, and acqoiisitelated costs 222 53
Litigation and investigation costs 17 15
Amortization of debt discount and debt issuancéscos 21 14
Pre-tax loss from discontinued operations — 33
Other items, net (25) 9)
Changes in cash from operating assets and liabilés:
Accounts receivable (779 (937,
Inventories and other current assets 36 78
Income taxes 9 a7)
Accounts payable, accrued expenses and other tligkifities (267 (32)
Other long-term liabilities 40 47
Payments for restructuring charges, acquisition-redted costs, and litigation costs and
settlements (86) (84)
Net cash used in operating activities from disconmtiued operations, excluding income taxes (8) (12)
Net cash provided by operating activities 353 247
Cash flows from investing activities:
Purchases of property and equipment — continuirggatwns (359 (523]
Purchases of businesses or joint venture intemestsf cash acquired (636, (42)
Proceeds from sales of marketable securities, teng-investments and other assets 9 3
Other long-term assets — (14)
Other items, net 1 —
Net cash used in investing activities (985, (576,
Cash flows from financing activities:
Repayments of borrowings under credit facility (1,315 (2,300
Proceeds from borrowings under credit facility 1,195 895
Repayments of other borrowings (2,992 (68)
Proceeds from other borrowings 3,187 1,108
Debt issuance costs (72) (29)
Distributions paid to noncontrolling interests (23) (20)
Contributions from noncontrolling interests 3 13
Purchase of noncontrolling interests (254 —
Proceeds from exercise of stock options 9 11
Other items, net — 2
Net cash provided by financing activities 738 622
Net increase in cash and cash equival 106 293
Cash and cash equivalents at beginning of period 193 113
Cash and cash equivalents at end of period $ 299 $ 406
Supplemental disclosures:
Interest paid, net of capitalized interest $ (385 $ (360
Income tax refunds (payments), net $ 8) $ (19)

See accompanying Notes to Condensed Consolidatedétal Statements.
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TENET HEALTHCARE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

NOTE 1. BASIS OF PRESENTATION
Description of Business and Basis of Presentation

Tenet Healthcare Corporation (together with oursglibries, referred to herein as “Tenet,” “we” or
“us”) is a diversified healthcare services compaktyJune 30, 2015, we operated 80 hospitals ( dmehizh is
temporarily closed for repairs), 18 short-stay &aighospitals, over 400 outpatient centers and fawilities in
the United Kingdom through our subsidiaries, paghg s and joint ventures, including USPI Holding
Company, Inc. (“"USPI joint venture”). The resulfslé4 of these facilities, in which we hold nonamtitng
interests, are recorded using the equity meth@todunting. Our Conifer Holdings, Inc. (“Conifesibsidiary
provides healthcare business process services iaréas of revenue cycle management and techneluayled
performance improvement and health managementi@aduio hospitals, health systems, integrated esliv
networks, self-insured organizations and healthgla

Effective June 16, 2015, we completed the transadhiat combined our interests in 49 freestanding
ambulatory surgery centers and 20 freestandingimyacenters with all of the short-stay surgeryteeassets
held by United Surgical Partners International, [{idSPI”) into our new USPI joint venture. We als
refinanced approximately $1.5 billion of existio@PI debt and paid approximately $424 million ligrathe
respective valuations of the assets contributédegoint venture. We currently own 50.1% of theRl#int
venture. In addit i on, we completed the acquisittd European Surgical Partners Ltd. (“Aspen”) for
approximately $226 million on June 16, 2015. Ashas nine private hospitals and clinics in the &lhit
Kingdom.

This quarterly report supplements our Annual ReparEForm 10-K for the year ended
December 31, 2014 (“Annual Report”). As permittgcthe Securities and Exchange Commission for imteri
reporting, we have omitted certain notes and dé&eles that substantially duplicate those in ourushiReport.
For further information, refer to the audited Cdidated Financial Statements and notes includeximAnnual
Report. Unless otherwise indicated, all financiad atatistical data included in these notes toGardensed
Consolidated Financial Statements relate to outimoimg operations, with dollar amounts expressenhillions
(except per-share amounts). Certain prior-year amsduave been adjusted to conform to the curreat-ye
presentation, primarily due to the USPI joint veatwacquisition of Aspen and the formation of oewn
Ambulatory Care separate reportable business sdgmen

Although the Condensed Consolidated Financial 8tat¢s and related notes within this document are
unaudited, we believe all adjustments consideredswary for a fair presentation have been incladedare of a
normal recurring nature. In preparing our finanstatements in conformity with accounting princgptgenerally
accepted in the United States of America (“GAARNg are required to make estimates and assumptians t
affect the amounts reported in our Condensed Cimtageltl Financial Statements and these accompangies.
We regularly evaluate the accounting policies astiireates we use. In general, we base the estiroates
historical experience and on assumptions that Wewugeto be reasonable given the particular cirdamses in
which we operate. Actual results may vary from ¢hestimates. Financial and statistical informati@nreport
to other regulatory agencies may be prepared @sia bther than GAAP or using different assumptimms
reporting periods and, therefore, may vary from ante presented herein. Although we make every teffor
ensure that the information we report to those eigsris accurate, complete and consistent withicadge
reporting guidelines, we cannot be responsibléHeraccuracy of the information they make availabléhe
public.

Operating results for the three and six month pisriended June 30, 2015 are not necessarily indicati
of the results that may be expected for the fudiry&easons for this include, but are not limitedot/erall
revenue and cost trends, particularly the timing mmagnitude of price changes; fluctuations in cagttral
allowances and cost report settlements and valuatiowances; managed care contract negotiatietisements
or terminations and payer consolidations; changddddicare and Medicaid regulations; Medicaid atitep
supplemental funding levels set by the states iiclvive operate; the timing of approval by the Cenfer
Medicare and Medicaid Services of Medicaid provider revenue programs; trends in patient accounts
receivable collectability and associated provisifamdoubtful accounts; fluctuations in intereses levels of
malpractice insurance expense and settlement trérelasumber of
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covered lives managed by our health plans andlgnspability to effectively manage medical costse timing
of when we meet the criteria to recognize electrdwialth record incentives; impairment of long-thassets and
goodwill; restructuring charges; acquisition-rethtmsts; losses, costs and insurance recoveraeddb natural
disasters; litigation and investigation costs; agitjons and dispositions of facilities and othssets; income tax
rates and deferred tax asset valuation allowaniétgcchanges in estimates of accruals for anneéntive
compensation; the timing and amounts of stock opiad restricted stock unit grants to employeesdadtors;
gains or losses from early extinguishment of dabtt changes in occupancy levels and patient voluRaedors
that affect patient volumes and, thereby, the te®ifloperations at our hospitals and related heatfe facilities
include, but are not limited to: the business emvinent, economic conditions and demographics @l loc
communities in which we operate; the number of smiad and underinsured individuals in local comniesi
treated at our hospitals; seasonal cycles of #inelimate and weather conditions; physician reéorent,
retention and attrition; advances in technology tnedtments that reduce length of stay; local heate
competitors; managed care contract negotiationsrorinations; the number of patients with high-dgtdhle
health insurance plans; any unfavorable publidityld us, which impacts our relationships with phigsis and
patients; changes in healthcare regulations angdheipation of individual states in federal prags; and the
timing of elective procedures. These consideratappsy to year-to-year comparisons as well.

Translation of Foreign Currencies

The accounts of Aspen were measured in its logaénay (the pound sterling ) and then translatéal in
U.S. dollars. All assets and liabilities were tlated using the current rate of exchange at thenioel sheet date.
Results of operations were translated using theageerates prevailing throughout the period of apens.
Translation gains or losses resulting from chamgexchange rates are accumulated in shareholdguity.

Net Operating Revenues Before Provision for DoubtAccounts

We recognize net operating revenues before pravisiodoubtful accounts in the period in which our
services are performed. Net operating revenueséefovision for doubtful accounts primarily consé net
patient service revenues that are recorded basedtahlished billing rates (i.e., gross chargesy kestimated
discounts for contractual and other allowancesgipally for patients covered by Medicare, Medicathnaged
care and other health plans, as well as certaimsunéd patients under o@ompact with Uninsured Patients
(“Compact”) and other uninsured discount and clignmibgrams .

The table below shows the sources of net operativenues before provision for doubtful accounts
from continuing operations:

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
General Hospitals:
Medicare $ 850 $ 850 $ 1,748 $ 1,693
Medicaid 349 379 734 670
Managed care 2,501 2,175 4,906 4,326
Indemnity, self-pay and other 407 356 821 788
Acute care hospitals — other revenue 13 18 28 37
Other:
Other operations 724 580 1,394 1,149
Net operating revenues before provision for
doubtful accounts $ 4,844 $ 4,358 $ 9,631 $ 8,663

Cash and Cash Equivalents

We treat highly liquid investments with original tagaties of three months or less as cash equivalent
Cash and cash equivalents were approximately $8Bigon and $193 million at June 30, 2015 and
December 31, 2014,
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respectively. At June 30, 2015 and December 314 2600r book overdrafts were approximately $223liomil
and $264 million, respectively, which were clagsifas accounts payable.

At June 30, 2015 and December 31, 2014, approxiynd128 million and $104 million, respectively,
of total cash and cash equivalents in the acconipgr§ondensed Consolidated Balance Sheets weraligde
for the operations of our captive insurance subsigs.

Also at June 30, 2015 and December 31, 2014, wé&8admillion and $150 million, respectively, of
property and equipment purchases accrued for iteogved but not yet paid. Of these amounts, $5om
and $112 million, respectively, were included aec@unts payable.

During the six months ended June 30, 2015 and 20&4ntered into non-cancellable capital leases
excluding those of acquired businesses of appraeim&92 million and $60 million, respectivelyimparily
for buildings and equipment.

Other Intangible Assets

The following tables provide information regardiotier intangible assets, which are included in the
accompanying Condensed Consolidated Balance Sheéise 30, 2015 and December 31, 2014:

Gross
Carrying Accumulated Net Book
Amount  Amortization Value

At June 30, 2015:

Capitalized software costs $1384 $ (561 $ 823

Long-term debt issuance costs 315 (65) 250

Trade names 106 — 106

Contracts 645 (15) 630

Other 124 (39) 85

Total $2574 $ (680 $1,894
Gross

Carrying Accumulated Net Book
Amount Amortization Value

At December 31, 2014:

Capitalized software costs $1,412 $ (586 $ 826
Long-term debt issuance costs 245 (49) 196
Trade names 106 — 106
Contracts 57 (6) 51
Other 129 (30) 99

Total $1949 $ (671 $1,278

Estimated future amortization of intangibles withite useful lives at June 30, 2015 was as follows:

Years Ending December 31, Later
Total 2015 2016 2017 2018 2019  Years
Amortization of intangible assets $1,432 $ 163 $188 $ 179 $ 154 $ 128 $620
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NOTE 2. ACCOUNTS RECEIVABLE AND ALLOWANCE FOR DOUBT FUL ACCOUNTS

The principal components of accounts receivableshosvn in the table below:

June 30, December 31

2015 2014
Continuing operations:
Patient accounts receivable $ 3305 $ 3,178
Allowance for doubtful accounts (898, (851;
Estimated future recoveries from accounts assigmedr Conifer subsidiary 133 125
Net cost reports and settlements payable and vatuallowances (38) (51)
2,502 2,401
Discontinued operations 3 3
Accounts receivable, net $ 2505 $ 2,404

At June 30, 2015 and December 31, 2014, our alloevéor doubtful accounts was 27.2% and 26.8% ,
respectively, of our patient accounts receivablecints that are pursued for collection throughifeos
regional business offices are maintained on oupiteds’ books and reflected in patient accountenable with
an allowance for doubtful accounts establishea@tluce the carrying value of such receivables to &stimated
net realizable value. Generally, we estimate thisv@nce based on the aging of our accounts rebkavay
hospital, our historical collection experience mgpital and for each type of payer, and other seletactors. At
June 30, 2015 and December 31, 2014, our allowiama®ubtful accounts for self-pay was 82.3% and¥%3,
respectively, of our self-pay patient accounts iked#e, including co-pays and deductibles owed étygmts with
insurance. At June 30, 2015 and December 31, 20&4llowance for doubtful accounts for managee eeas
6.9 % and 6.5% , respectively, of our managed patient accounts receivable.

We also provide charity care to patients who ararfcially unable to pay for the healthcare services
they receive. Most patients who qualify for chadgre are charged a per-diem amount for servicesved,
subject to a cap. Except for the per-diem amouwntspolicy is not to pursue collection of amounggedmined to
qualify as charity care; therefore, we do not regoese amounts in net operating revenues. Mogtssiiaclude
an estimate of the cost of charity care in therdeiteation of a hospital’s eligibility for Medicaidisproportionate
share hospital (“DSH”) payments. These paymentsndéeeded to mitigate our cost of uncompensated, G
well as reduced Medicaid funding levels. The tdd#ow shows our estimated costs (based on seleptadting
expenses, which include salaries, wages and bgnsfipplies and other operating expenses) of césingur
self-pay patients and charity care patients, atagalevenues attributable to DSH and other supgpheah
revenues we recognized in the three and six manmttied June 30, 2015 and 2014.

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Estimated costs fo
Self-pay patient: $ 168 $ 167 $ 332 % 353
Charity care patient $ 37 % 55 $ 73 $ 95
DSH and other supplemental reven $ 220 % 157 $ 467 % 311

At June 30, 2015 and December 31, 2014, we hadzippately $335 million and $399 million,
respectively, of receivables recorded in otherenirassets and approximately $110 million and $8ill&on,
respectively, of payables recorded in other curiabtilities in the accompanying Condensed Conséid
Balance Sheets related to California’s providerdiesgram.

NOTE 3. ASSETS AND LIABILITIES HELD FOR SALE

In the three months ended June 30, 2015, we enitgieed definitive agreement for the sale of theets
of our Saint Louis University Hospital (“SLUH") t8aint Louis University. In accordance with the guide in
the Financial Accounting Standards Board’'s AccoyinStandards Codification (“ASC”) 360, “ProperBlant
and Equipment,” we






Table of Content

classified $43 million of SLUH’s assets as “assetll for sale” in current assets and $10 milbdiSLUH’s
liabilities as “liabilities held for sale” in cume liabilities in the accompanying Condensed Cadsatéd Balance
Sheet at June 30, 2015. These assets and liabilitee recorded at the lower of their carrying amauw their

fair value less estimated costs to sell. As a tedithis anticipated transaction, we recordedmapairment
charge of $147 million for the write-down of asskeld for sale to their estimated fair value, lestimated costs
to sell, in the three months ended June 30, 2045. flransaction is subject to customary closingddions,
including regulatory approvals.

Our hospitals and related facilities in Georgia &lwdth Carolina also met the criteria to be clasdifas
assets held for sale in the three months ended3yr#015. In accordance with the guidance in A8Q, 8v e
classified $529 million and $263 million of assef our Georgia and North Carolina facilities pestively, as
“assets held for sale” in current assets and $tlion and $84 million of liabilities of our Gegia and North
Carolina facilities, respectively, as “liabilitiéeld for sale” in current liabilities in the accoamying Condensed
Consolidated Balance Sheet at June 30, 2015 . Hessés and liabilities were recorded at the Imfi¢neir
carrying amount or their fair value less estimatests to sell. There were no impairment chargesrded as a
result of these anticipated transactions. Theaadactions are subject to the execution of defmitisset sales
agreements and customary closing conditions, imtucegulatory approvals.

During the three months ended March 31, 2015, wered into a definitive agreement to form a joint
venture with Baylor Scott & White Health involgrihe ownership and operation of Centennial Medisiter,
Doctors Hospital at White Rock Lake, Lake Pointedidal Center and Texas Regional Medical Center at
Sunnyvale (collectively, “our North Texas hospitals which are currently operated by certain of our
subsidiaries — and Baylor Medical Center at Garkam¢hich is currently owned and operated by Bag@oott &
White Health, which will hold a majority ownershiterest in the joint venture. In accordance wité guidance
in ASC 360, w e classified $335 million of asset our North Texas hospitals as “assets heldd®” in
current assets and $45 million of liabilities of dorth Texas hospitals as “liabilities held foteSan current
liabilities in the accompanying Condensed Constdiddalance Sheet at June 30, 2015. These assets an
liabilities were recorded at the lower of theirrgarg amount or their fair value less estimatedsts sell. There
were no impairment charges recorded as a restiianticipated transaction, which is subjectustomary
closing conditions, including regulatory approvals.

Assets and liabilities classified as held for s#ldune 30, 2015, all of which were in the Hospital
Operations and other segment, were comprisecedbtiowing:

Accounts receivable $ 58
Other current assets 71
Property and equipment 784
Goodwill 206
Other long-term assets 51
Current liabilities (64)
Long-term liabilities (180,
Net assets held for sale $ 926

NOTE 4. IMPAIRMENT AND RESTRUCTURING CHARGES, AND A CQUISITION-RELATED
COSTS

During the six months ended June 30, 2015, we decbimpairment and restructuring charges and
acquisition-related costs of $222 million, corisigtof a $147 million charge to write-down assegkiHor sale
to their estimated fair value, less estimated dms$®ll, as a result of us entering into a ddfinibgreement for
the sale of SLUH during the three months ended 30n2015, as further described in Note 3, $ 8lionilof
employee severance costs, $4 million of restriragucosts, $4 million of contract and lease teation fees,
and $59 million in acquisition-related costs, whinclude $36 million of transaction costs and ##Bion of
acquisition integration charges.

During the six months ended June 30, 2014, we decbimpairment and restructuring charges and
acquisition-related costs of $53 million, consigtof $9 million of employee severance costs, $iiion of
restructuring costs, and $26 million in acquisiti@hated costs, which include $4 million of tracksan costs
and $22 million of acquisition integration charges
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Our impairment tests presume stable, improvingnospme cases, declining operating results in our
facilities, which are based on programs and initéegt being implemented that are designed to achieve
facility’s most recent projections. If these prdjens are not met, or if in the future negativentte occur that
impact our future outlook, impairments of long-livassets and goodwill may occur, and we may incur
additional restructuring charges, which could beemal.

At June 30, 2015, our continuing operations coadisf t hree reportable segments, Hospital Operatio
and other, Ambulatory Care and Conifer. Duringttiree months ended June 30, 2015, we combined entral
region with our Resolute Health, San Antonio andtBd exas markets to create our new Texas regrahya
moved our hospitals and other operations in Term@egem our Texas region to our Southern region. Ou
Hospital Operations and other segment was strut@asdollows at June 30, 2015:

« Our Texas region included all of our hospitals atfter operations in Missouri, New Mexico and
Texas;

« Our Florida region included all of our hospitalglasther operations in Florida;

o Our Northeast region included all of our hospitaisl other operations in lllinois, Massachusetts
and Pennsylvani:

o Our Southern region included all of our hospitaid ather operations in Alabama, Georgia, North
Carolina, South Carolina and Tennes:

« Our Western region included all of our hospitald ather operations in Arizona and California;
and

« Our Detroit market included all of our hospitalslaither operations in the Detroit, Michigan area.

Our regions and markets are reporting units usgetform our goodwill impairment analysis and ane tevel
below our hospital operations reportable businegsent level. Our Ambulatory Care segment coneistise
operations of our USPI joint venture and our Asfzerilities.

We periodically incur costs to implement restruictgrefforts for specific operations, which are
recorded in our statement of operations as thejnatgred. Our restructuring plans focus on variasgects of
operations, including aligning our operations ia thost strategic and cost-effective structure.aert
restructuring and acquisition-related costs aredas estimates. Changes in estimates are recogaizihey
occur.

NOTE 5. SHORT-TERM BORROWINGS AND LONG-TERM DEBT AN D LEASE OBLIGATIONS
Interim Loan Agreement

During the three months ended March 31, 2015, wered into a new interim loan agreement
(the “Interim Loan Agreement”) providing for a 3édlay secured term loan facility in the aggregateqipal
amount of $400 million. On June 16, 2015, we réphaé $400 million aggregate principal amounthaf term
loan (plus accrued interest of $1 million) outsliaig under the Interim Loan Agreement as of that dde had
used the proceeds of the term loan (i) to repagtantling obligations under our Credit Agreementiiieel
below), and (i) to pay certain costs, fees andeesps incurred in connection with entering intoltiterim Loan
Agreement. Amounts borrowed under the Interim LAgreement and repaid or prepaid may not be reb@dow
As a result, the Interim Loan Agreement was termeidas of June 16, 2015.
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Long-Term Debt and Lease Obligations

The table below shows our long-term debt at Jun€305 and December 31, 2014:

June 30, December 31

2015 2014
Senior notes
5%, due 201! $ 1,100 $ 1,100
5/ 2%, due 201¢ 500 500
6°/ 4%, due 202( 300 300
8%, due 202( 750 750
8'/ 8%, due 202: 2,800 2,800
63/ 4%, due 202! 1,900 —
67/8%, due 203 430 430
Senior secured note
6'/ 4%, due 201¢ 1,041 1,041
43[ 4%, due 202( 500 500
6%, due 202! 1,800 1,800
Floating % due 202 900 —
4'/ 2%, due 202: 850 850
43/ %, due 202: 1,050 1,050
Credit facility due 201t 100 220
Capital leases and mortgage nc 767 487
Unamortized note discounts and premi (34) (21)
Total long-term debt 14,754 11,807
Less current portio 117 112
Long-term debt, net of current portion $14,637 $ 11,695

Credit Agreement

We have a senior secured revolving credit fac{ty amended, “Credit Agreement”) that provides,
subject to borrowing availability, for revolvingdas in an aggregate principal amount of up to $ibibj with a
$300 million subfacility for standby letters of die The Credit Agreement, which has a scheduletlritg date
of November 29, 2016, is collateralized by patetounts receivable of all of our wholly owned accére and
specialty hospitals. In addition, borrowings untther Credit Agreement are guaranteed by our whallgexl
domestic hospital subsidiaries. Outstanding rewgitbans accrue interest at a base rate plus amrarging
from 1.00% to 1.50% or the London Interbank OffeRate (“LIBOR”) plus a margin ranging from 2.00% to
2.50% per annum based on available credit. An uhasmmitment fee payable on the undrawn portiothef
revolving loans ranges from 0.375% to 0.500% peuanbased on available credit. Our borrowing abdity
is based on a specified percentage of eligible ausareceivable, including self-pay accounts. Atel80, 2015,
we had $100 million of cash borrowings outstandinger the Credit Agreement subject to an intewstof
2.40% , and we had approximately $4 million of gtanletters of credit outstanding. Based on ougilelie
receivables, approximately $896 million was aud#@aor borrowing under the Credit Agreement ateJun
30, 2015.

Letter of Credit Facility

On March 7, 2014, we entered into a letter of ¢ridiility agreement (“LC Facility”) that providder
the issuance of standby and documentary lettersegit (including certain letters of credit origityassued
under our Credit Agreement, which we transferrethéoLC Facility (the “Existing Letters of Credi};)from
time to time, in an aggregate principal amountpta$180 million (subject to increase to up to G2@illion).
The LC Facility has a scheduled maturity date ofdfiar, 2017, and obligations thereunder are gueeaiiy
and secured by a first priority pledge of the cagtock and other ownership interests of certhiouo domestic
hospital subsidiaries on an equal ranking basiks witr existing senior secured notes.

Drawings under any letter of credit issued underlt@ Facility (including the Existing Letters of
Credit) that we have not reimbursed within thresiibess days after notice thereof will accrue irgeat a base
rate plus a margin equal to 0.875% per annum. Arseith commitment fee is payable at an initial réit@ 0%
per annum with a step
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down to 0.375% per annum based on the secureda&f@ITDA ratio of 3.00 to 1.00. A per annum feetbe
aggregate outstanding amount of issued but undtettars of credit (including Existing Letters ofegiit) will
accrue at a rate of 1.875% per annum. An issuaeedual to 0.125% per annum of the aggregateafaceint
of each outstanding letter of credit is payablthtoaccount of the issuer of the related lettaredit. At June
30, 2015, we had approximately $114 million of stayletters of credit outstanding under the LC Rgci

Senior Secured Notes and Senior Unsecured Notes

In June 2015, we sold $900 million aggregate ppalkcamount of floating rate senior secured notes,
which will mature on June 15, 2020 (the “Securededy, and assumed $1 .9 billion aggregate ppaici
amount of 6 /, % senior notes, which will mature on June 15, 28 “Unsecured Notes” and, together with
the Secured Notes, the “Notes”), issued by THC @gdCorporation II. We will pay interest on the Sesal
Notes quarterly in arrears on March 15, June 1pte®eber 15 and December 15 of each year, commenaing
September 15, 2015. The Secured Notes accrueshtdra rate per annum, reset quarterly, equalBOR plus
3'/,% . We will pay interest on the Unsecured Notesisemually in arrears on June 15 and December 15 of
each year, commencing on December 15, 2015. Theepds from the sale of the Notes were used to repay
borrowings outstanding under our Interim Loan Agneat and Credit Agreement, as well as to refindhee
debt of USPI and to pay the cash consideratiorspect of our USPI joint venture and Aspen acqaisit

Secured Noteghe indenture governing the Secured Notes contaimenants and terms (including
terms regarding mandatory redemption) that arelairto those in the indentures governing our exgstenior
secured notes as described in our Annual Repargpgxve are permitted under the indenture govertiag
Secured Notes to incur secured debt so long dise dime of and after giving effect to the incurerof such
debt, the aggregate amount of all such secured(ohetiding the aggregate principal amount of Sedudotes
outstanding at such time) does not exceed theagreffi) $ 8.5 billion or (ii) the amount that wid cause the
secured debt ratio (as defined in the indenturexteed 4.0 to 1.0 and, provided further, thatilgregate
amount of all such debt secured by a lien on pé#rddien securing the Secured Notes does not dxbee
greater of (a) $6.4 billion or (b) the amount thatuld cause the secured debt ratio to excee3®t In
addition, pursuant to the Secured Notes indentueenay, at our option, redeem the Secured Noteghaoie or
in part, at any time prior to June 15, 2016 atdeneption price equal to 100% of the principal antafrihe
notes being redeemed plus the make-whole premitiforsle in the Secured Notes indenture, togethéi wi
accrued and unpaid interest thereon, if any, toedemption date. From and after June 15, 2016nae at our
option, redeem the Secured Notes in whole or ihgtahe redemption prices specified in the Seciletts
indenture.

All of our senior secured notes are guaranteecebain of our domestic hospital company subsidsarie
and secured by a first-priority pledge of the caltock and other ownership interests of thossididries. All
of our senior secured notes and the related saogiduarantees are our and the subsidiary guasasemior
secured obligations. All of our senior secured sotank equally in right of payment with all of aether senior
secured indebtedness. Our senior secured noteseaide to any subordinated indebtedness that vgear
subsidiary guarantors may incur; they are effegtigenior to our and such subsidiary guarantoristiag and
future unsecured indebtedness and other liabilitidbe extent of the value of the collateral sequthe notes
and the subsidiary guarantees; they are effectsughyprdinated to our and such subsidiary guardntors
obligations under our Credit Agreement and the aCilky to the extent of the value of the collatesacuring
borrowings thereunder; and they are structuralbosdinated to all obligations of our nonguaranutvsdiaries.

Unsecured NotesThe indenture governing the Unsecured Notes auhtvenants and terms
(including terms regarding mandatory and optioedlemption) that are similar to those in the indeggu
governing our existing unsecured senior notes asrieed in our Annual Report. All of our senior ansred
notes are general unsecured senior debt obligati@isank equally in right of payment with alladr other
unsecured senior indebtedness, but are effectstddprdinated to our senior secured notes descabede, the
obligations of our subsidiaries, and any obligagionder our Credit Agreement and the LC Facilitthis extent
of the collateral.

NOTE 6. GUARANTEES

At June 30, 2015, the maximum potential amounttdre payments under our income guarantees to
certain physicians who agree to relocate and revenliection guarantees to hospital-based physipianps
providing certain
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services at our hospitals was $90 million. We aadtal liability of $69 million recorded for thegaarantees,
$17 million in other current liabilities and $58illion in liabilities held for sale, at June 3M15.

At June 30, 2015, we also had issued guarantethe afidebtedness and other obligations of our
investees to third parties, the maximum potentiabant of future payments under which was appro>etye$40
million. Of the total, $10 million relates to thél@mations of consolidated subsidiaries, which gations are
recorded in the accompanying Condensed Consoliddtthce Sheet at June 30, 2015.

NOTE 7. EMPLOYEE BENEFIT PLANS

At June 30, 2015, approximately 3.2 million shasEsommon stock were available under our 2008
Stock Incentive Plan for future stock option graamsl other incentive awards, including restrictiedls units.
Options have an exercise price equal to the faiketaralue of the shares on the date of grant amemlly
expire 10 years from the date of grant. A residcttock unit is a contractual right to receive share of our
common stock or the equivalent value in cash irfulre. Options and restricted stock units typicaést one
-third on each of the first three anniversary dafiethe grant; however, certain special retentivarals may have
longer vesting periods. In addition, from time itoe¢, we grant performance-based options and resdrstock
units that vest subject to the achievement of $ieelcperformance goals within a specified timeframe

Our income from continuing operations for the sianihs ended June 30, 2015 and 2014 includes $36
million and $26 million, respectively, of pretasmpensation costs related to our stock-based awgafien
arrangements recorded in salaries, wages and teimefiie accompanying Condensed Consolidatedriémies
of Operations.

Stock Options

The following table summarizes stock option acgidtiring the six months ended June 30, 2015:

Weighted Average
Exercise Price Aggregate  Weighted Average
Options Per Share Intrinsic Value _Remaining Life
(In Millions)

Outstanding at December 31, 2014 1,984,14¢ $ 24.42
Granted — —
Exercised (122,212 32.57
Forfeited/Expired (36,438 42.08
Outstanding at June 30, 2015 1,825,49¢ $ 2352 $ 63 3.4 years
Vested and expected to vest at June 30, 2015 1,809,310 $ 23.38 $ 62 3.4 years
Exercisable at June 30, 2015 1,534,548 $ 20.64 $ 57 3.5 years

There were 122,212 stock options exercised duhiagix months ended June 30, 2015 with an
aggregate intrinsic value of $2 million, and 338 &tock options exercised during the same perni@di4 with
a $4 million aggregate intrinsic value.

At June 30, 2015, there were $1 million of totatecognized compensation costs related to stock
options. These costs are expected to be recogoimaca weighted average period of six months.

There were no stock options granted in the six moehded June 30, 2015 or 2014.
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The following table summarizes information about outstanding stock options at June 30, 2015:

Options Outstanding Options Exercisable
Weighted Average

Number of Remaining Weighted Average Number of Weighted Average
Range of Exercise Prices Options Contractual Life Exercise Price Options Exercise Price
$0.00 to $4.569 226,835 3.7 years $ 4.56 226,835 $ 4.56
$4.57 to $25.089 925,897 4.5years 20.97 913,397 20.92
$25.09 to $32.569 394,316 1.1years 29.26 394,316 29.26
$32.57 to $42.089 278,451 2.7 years 39.31 — —

1,825,499 34years $ 2352 1534548 ¢ 20.64

Restricted Stock Units

The following table summarizes restricted stock antivity during the six months ended June
30, 2015:

Restricted Stocl Weighted Average Gran

Units Date Fair Value Per Unit
Unvested at December 31, 2014 3,299,72C $ 40.99
Granted 1,718,057 45.51
Vested (1,067,408 37.83
Forfeited (104,095 40.51
Unvested at June 30, 2015 3,846,274 § 44.63

In the six months ended June 30, 2015, we granietR 230 restricted stock units subject to time-
vesting, of which 1,067,383 will vest and be sefttiatably over a three -year period from the dathe grant
and 31,000 will vest 100% on the fifth anniversafyhe grant date. In addition, in May 2015, we mad
annual grant of 43,847 restricted stock units tormn-employee directors for the 2015-2016 boardice year,
which units vested immediately and will settle rages of our common stock on the third anniversétie date
of the grant. In March 2015, following the appoietm of a new member of our Board of Directors, vadean
initial grant of 1,311 restricted stock unitsthat director, which units vested immediately, Wilt not settle
until her separation from the Board, as well asaagied annual grant of 526 restricted stock ubitshe 2014-
2015 board service year, which units vested imntelyiabut will not settle until the earlier of tlegears from
the date of grant or her separation from the boalsh, we granted 306,968 performance-based restiristock
units to certain of our senior officers; the vegtof these restricted stock units is contingenbonachievement
of a specified one -year performance goal for @ ending December 31, 2015. Provided the gaaltigeved,
the performance-based restricted stock units it vatably over a three -year period from the tgdate. The
actual number of performance-based restricted staitk that could vest will range from 0% to 200%4he
306,968 units granted, depending on our level bfea@ment with respect to the performance goal.

In the six months ended June 30, 2014, we gran®80D1028 restricted stock units subject to time-
vesting, of which 944,590 will vest and be settletbly over a three -year period from the graméda2,971
will vest 100% on the fifth anniversary of the grdate and 10,652 will vest 100% on the third aargary of
the grant date. In addition, we granted 271,81 foperance-based restricted stock units to certaimuofsenior
officers. Based on our level of achievement witspext to the target performance goal for the yedeé
December 31, 2014, a total of 538,837 performarasedth restricted stock units (or 200% of the ingiant) will
vest ratably over a three -year period from thexgdate.

At June 30, 2015, there were $138 million of tetatecognized compensation costs related to resdric
stock units. These costs are expected to be resedjoiver a weighted average period of 2.6 years.
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NOTE 8. EQUITY

Changes in Shareholders’ Equity

The following table shows the changes in consadidatquity during the six months ended June
30, 2015 and 2014 (dollars in millions, share ant®imthousands):

Tenet Healthcare Corporation Shareholder’ Equity

Accumulated

Common Stock Additional Other

Shares Issued Par  Paid-in Comprehensive Accumulated Treasury Noncontrolling

Outstanding _Amount Capital Loss Deficit Stock Interests Total Equity

Balances at December 31, 2014 98,382 $ 7 $ 4614 $ (182) $ (1,410 $ (2,378) $ 134 $ 785
Net income — — — — (14) — 20 6
Distributions paid to noncontrolling

interests — — = = = — (20) (20)
Contributions from noncontrolling

interests — — — — — — 1 1
Other comprehensive income — — — 5 — — —
Purchases (sales) of businesses and

noncontrolling interests — — 130 — — — 80 210
Stock-based compensation expen

and issuance of common stock 933 — 30 — — 1 — 31
Balances at June 30, 2015 99,315 $ 7 $ 4774 $ 177 $ (1,424 $ (2,377) $ 215 $ 1,018
Balances at December 31, 2013 96,860 $ 7 $ 4572 $ (24) $ (1,422 $ (2,378) $ 123 $ 878
Net income (loss — — — — (58) — 13 (45)
Distributions paid to noncontrolling

interests — — — — — — (18) (18)
Contributions from noncontrolling

interests — — — — — — 3 3
Other comprehensive income — — — 4 — — — 4
Purchases (sales) of businesses a

noncontrolling interests — — — — — — 29 29
Stock-based compensation expense

and issuance of common stock 954 — 22 — — — — 22
Balances at June 30, 2014 97,814 $ 7 $ 4594 $ (20) $ (1,480 $ (2,378) $ 150 $ 873

Changes in Redeemable Noncontrolling Interests iguity of Consolidated Subsidiaries

In June 2015, we formed a new joint venture by doing our interests in 49 freestanding ambulatory
surgery centers and 20 freestanding imaging centiéhghe short-stay surgery center assets of UgfI.
currently own 50.1% of the USPI joint venture. bmaection with the formation of the USPI joint verd, we
entered into a stockholders agreement pursuanhichvwe and our joint venture partners agreed ttairerights
and obligations with respect to the governancéefint venture. In addition, we entered into #qall
agreement (the “Put/Call Agreement”) that contginsand call options with respect to the equitgiasts in the
joint venture held by our joint venture partnerack year starting in 2016, our joint venture pagmaust put to
us at least 12.5% , and may put up to 25% , oéthaty held by them in the joint venture immedigtaiter the
closing. In each year that our joint venture padrage to deliver a put and do not put the full 28%he USPI
joint venture’s shares allowable, we may call tlitetence between the number of shares our jointwre
partners put and the maximum number of sharesdbelg have put that year. In addition, the Put/Call
Agreement contains certain other call options pamsto which we will have the ability to acquire tgp100% of
the voting common stock of the USPI joint ventuye2020. In the event of a put by our joint ventpegtners,
we will have the ability to choose whether to settle purchase price in cash or shares of our constoek and,
in the event of a call by us, our joint venturetpars will have the ability to choose whether ttilsg¢he purchase
price in cash or shares of our common stock. Basdtie nature of this put/call structure, the miityor
shareholder’s interest in the USPI joint venturelassified as redeemable noncontrolling intergstair
Condensed Consolidated Balance Sheet at June BB, 26 a result of this transaction, we recorded
approximately $1.33 billion of redeemable noncadliitrg interests.

When we acquired Vanguard Health Systems, Inc.ftard”) in October 2013, we obtained a 51%
controlling interest in a limited liability compwrthat held the assets and liabilities of ValleypBst Health
System (“Valley Baptist”), which consists of twodmitals in Brownsville and Harlingen, Texas. Theaéing
49% noncontrolling interest in the joint venturassheld by the former owner of Valley Baptist (theller”).
The joint venture operating agreement included



15




Table of Content

a put option that would allow the seller to requiseto purchase all or a portion of the selleraa@ing
noncontrolling interest in the limited liability ogpany at certain specified time periods. In coninaavith the
seller's exercise and the settlement of the puboptve acquired the remaining 49% noncontrollimigiest from
the seller on February 11, 2015 in exchange forag@mately $254 million in cash, which was appliecand
reduced our redeemable noncontrolling interest thie difference between the payment and the icaymyalue
of approximately $270 million recorded as additibpaid-in capital. The redemption value of the gpttion was
calculated pursuant to the terms of the operatijtgeanent based on the operating results and thetigie
joint venture. As a result, we now own 100% of ¥glBaptist.

In January 2015, Conifer announced a 10 -year siirrand expansion of its agreement with Catholic
Health Initiatives (“CHI”) to provide patient acaesevenue integrity and patient financial service82 CHI
hospitals through 2032. At that time and as a tefuCHI’s relationship with Tenet, CHI received imcrease in
its minority ownership position in Conifer HealtllI8tions, LLC to approximately 23.8% , resultingan
increase in our redeemable noncontrolling intereSapproximately $47 million.

The following table shows the changes in redeemadaheontrolling interests in equity of consolidated
subsidiaries during the six months ended June BI5 2nd 2014:

Six Months Ended June 30,

2015 2014
Balances at beginning of period $ 401 % 340
Net income 42 22
Distributions paid to noncontrolling interests 3) 2
Contributions from noncontrolling interests 1 10
Purchases and sales of businesses and noncortioli@rests, net 1,150 =
Balances at end of period $ 1591 § 370

NOTE 9. PROPERTY AND PROFESSIONAL AND GENERAL LIABI LITY INSURANCE
Property Insurance

We have property, business interruption and relatsgrance coverage to mitigate the financial inbpac
of catastrophic events or perils that is subjectdductible provisions based on the terms of tHieipe. These
policies are on an occurrence basis.

Professional and General Liability Reserves

At June 30, 2015 and December 31, 2014, the aggregarent and long-term professional and general

liability reserves in our accompanying Condenseddbbdated Balance Sheets were approximately $750
million and $681 million, respectively. Thesear&es include the reserves recorded by our captstgance
subsidiaries and our self-insured retention resergeorded based on actuarial estimates for th@paf our
professional and general liability risks, includingurred but not reported claims, for which werdd have
insurance coverage. We estimated the reservesdses and related expenses using expected logsiigpo
patterns discounted to their present value undiskdree rate approach using a Federal Resenensegear
maturity rate of 2.07% at June 30, 2015 and 1.972eaember 31, 2014.

If the aggregate limit of any of our professionatla@eneral liability policies is exhausted, in waol in
part, it could deplete or reduce the limits avdéab pay any other material claims applicablehtt policy
period.

Included in other operating expenses, net, in toempanying Condensed Consolidated Statements of
Operations is malpractice expense of $147 millind $127 million for the six months ended June2Bd5 and
2014, respectively.
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NOTE 10. CLAIMS AND LAWSUITS

We operate in a highly regulated and litigious istdyt As a result, we commonly become involved in
disputes, litigation and regulatory matters incidéto our operations, including governmental irtigegions,
personal injury lawsuits, employment claims anceothatters arising out of the normal conduct of lmusiness.

We record accruals for estimated losses relatirggions and lawsuits when available information
indicates that a loss is probable and we can reddpestimate the amount of the loss or a randesst If a loss
on a material matter is reasonably possible andhabte, we disclose an estimate of the loss ongeaf loss. In
cases where we have not disclosed an estimateaveedoncluded that the loss is either not reasgraidsible
or the loss, or a range of loss, is not reasonadtiynable, based on available information.

Governmental Reviews and Lawsuits

Healthcare companies are subject to numerous ige#isins by various governmental agencies.
Further, private parties have the right to bringtgm or “whistleblower” lawsuits against companileat
allegedly submit false claims for payments to,;opioperly retain overpayments from, the governnagxat, in
some states, private payers. We and our subsisliagsiee received inquiries in recent years from guwent
agencies, and we may receive similar inquiriesitare periods. The following matters, which haverbe
previously reported, are pending.

» Clinica de la Mama Investigations and Qui Tam AgtieWe received a subpoena in May 2012
from the Office of Inspector General (“OIG”) of U.Bepartment of Health and Human Services in
Atlanta seeking documents from January 2004 thrdvgi 2012 related to the relationship that
certain of our Georgia and South Carolina hospftats with Hispanic Medical Management, Inc.
(“HMM"). HMM was an unaffiliated entity that owneahd operated clinics that provided, among
other things, prenatal care predominantly to umedypatients. The hospitals contracted with H
for translation, marketing, management and Medie&glbility determination services. The civil
investigation is being conducted by the Civil Diwis of the U.S. Department of Justice (“DOJ"),
the U.S. Attorney’s Office for the Middle Distriof Georgia and the Georgia Attorney General's
Office, while a parallel criminal investigationbging conducted by the Criminal Division of the
DOJ and the U.S. Attorn’s Office for the Northern District of Georgi

The investigations arose out of a qui tam actigriioaedUnited States of America, ex. rel.

Ralph D. Williams v. Health Management Associdtss, et al.filed in the U.S. District Court for
the Middle District of Georgia. We and four ofrdwspital subsidiaries are defendants in the qui
tam action, which alleges that the arrangementbdlspitals had with HMM violated the federal
and state anti-kickback statutes and false claitts Both the Georgia Attorney General’s Office,
on behalf of the State of Georgia, and the U.SorAty’s Office, on behalf of the United States,
have intervened in the qui tam action. We submidtiesivers to the complaints filed by the relator,
the State of Georgia and the United States in 2oy following the court’s denial of our motions
to dismiss in June 2014. This civil matter had betayed since July 2014 pending further
proceedings in the criminal case described bel@wdver, on June 22, 2015, the court entered an
order partially lifting the stay and allowing lire discovery to proceed.

In a Bill of Information filed on July 23, 2014 wkithe U.S. District Court for the Northern District
of Georgia, Atlanta Division, the U.S. Attorney fiiat District asserted charges of one count of
criminal conspiracy against a former owner of HM&dnpn-employee of Tenet) related to the
agreements between HMM and the Tenet hospitalsibedcabove. In a separate Bill of
Information also filed with the court on July 2312, the U.S. Attorney asserted charges of one
count of criminal conspiracy against a former ergp®of a Tenet hospital, but such charges relate
to an unaffiliated entity. On April 10, 2015, th®©D informed us that our four hospital subsidiaries
that are defendants in the qui tam action havelsen designated as targets of the government’s
criminal investigation. On May 6, 2015, we receiegrand jury subpoena pursuant to which the
DOJ informed us that it is seeking additional doeats pertaining to the four hospitals, as well as
other hospitals in our Southern region. These aspitals that might have had
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interactions during the period from January 2000ugh May 2015 with certain individuals who
are targets of the pending criminal investigatMfe are in the process of producing responsive
documents to this subpoena.

As previously disclosed, if we or our subsidiaiées determined to have violated the anti-kickback
statutes in connection with the civil matter disagsabove, the government could require us to
reimburse related government program paymentsvegeiuring the subject period and assess civil
monetary penalties including treble damages. Ibweur subsidiaries are determined in the
criminal proceeding to have violated the anti-kiakk statutes, the sanctions could also include
exclusion from participation in federal healthcpregrams or criminal sanctions against current or
former employees of our hospital subsidiary comgswoir the hospital companies themselves.
Because these criminal investigations and procegedire at an early stage, it is impossible at this
time to predict with any certainty the terms, otguial impact on our business or financial
condition, of any potential resolution of these @ We will continue to vigorously defend
against the government’s allegations.

Management has established a reserve of approxin$@ million to reflect the low end of the
range of probable liability in connection with tbigil matter discussed above. However, changes in
the reserve may be required in the future as adtditiinformation becomes available, and the
ultimate amount required to resolve such mattefccmaterially exceed the reserve.

The following matters, which have been previouslyarted, have recently been resolved.

« Implantable Cardioverter Defibrillators'ICDs”) — Fifty-six of our hospitals have been subjec
a DOJ review commenced in March 2010 to determinetler ICD procedures performed at the
hospitals from 2002 to 2010 complied with Medicaogerage requirements. In July 2015, we
reached final agreement with the DOJ to resolverthestigation for $12.1 million, which was
fully reserved as of June 30, 2015 and paid on Augu2015

« Review of Conif¢s Debt Collection Activities—Syndicated Office Systems, LLC, a wholly owned
indirect subsidiary of Conifer Health Solutions,Cldoing business under the name Central
Financial Control (“CFC"), in August 2013 and J@§14 received Civil Investigative Demands
from the U.S. Consumer Financial Protection Burg¢@&PB”). In January 2015, CFC began
discussions with the CFPB to address the agenoyiserns that in limited instances CFC had not
fully complied with certain naotification requiremsrunder federal consumer protection laws. On
June 18, 2015, CFC stipulated to a Consent Ordaedsby the CFPB to resolve the matter. Under
the Consent Order, CFC must implement plans fosworer redress and compliance with federal
consumer protection laws and must provide pericgforts to the CFPB over five years. CFC also
agreed to forgive approximately $ 0.3 million imsamer debt and to pay $5.6 million under the
Consent Order. Based on the status of discussithgshe CFPB, in May 2015 management
increased the reserve previously established femntlatter from $1.7million at December 31, 20
to $5.2million as of June 30, 201

Antitrust Class Action Lawsuits Filed by Registerdirses in Detroit and San Antonio

In Cason-Merenda, et al. v. VHS of Michigan, Inc. @étroit Medical Center, et a) filed in
December 2006 in the U.S. District Court for thestéen District of Michigan, a certified class corspd of the
registered nurses (exclusive of supervisory, mamagend advanced practical nurses) employed biyteig
unaffiliated Detroit-area hospital systems alldygse hospital systems, including Detroit Medicah@e
(“DMC"), violated Section 81 of the federal Shermaet by exchanging compensation-related information
among themselves in a manner that has reduced titioypand suppressed the wages paid to such nukses
subsidiary of Vanguard acquired DMC in January 2@ht we acquired Vanguard in October 2013. Athef
defendant hospital systems, other than DMC, hattledeThe matter is now set for trial to commeite
September 2015. Absent settlement of this mattenyvill continue to vigorously defend ourselves agathe
plaintiffs’ allegations. We cannot predict with acgrtainty the terms of any potential resolutiorthi$ matter.
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In Maderazo, et al. v. VHS San Antonio Partners, H/B/a Baptist Health Systems, et diled in June
2006 in the U.S. District Court for the Westerntbé of Texas, a purported class of registeregasiemployed
by three unaffiliated San Antonio-area hospitatays allege those hospital systems, including Bapigalth
System, and other unidentified San Antonio regidmespitals violated Section 81 of the federal Starict by
conspiring to depress nurses’ compensation andaggithg compensation-related information among tledves
in a manner that reduced competition and supprabgegages paid to such nurses. The lawsuit wed By the
same group of class action attorneys who filed rsd\&émilar cases around the country in the same frame,
including one against DMC in Detroit, as discusisethe Cason-Merend@roceeding described above. The suit
seeks unspecified damages (subject to treblingrdederal law), interest, costs and attorneys’ f&&® parties
have engaged in discovery related to the issutae$ certification, and the plaintiffs filed a nwotito certify the
class in April 2008. The case has been stayed #irmtd¢ime. On July 22, 2015, the court grantedhpfés’ July
2013 motion to lift the stay and re-open discovarthis matter. Because these proceedings are edr@nstage,
it is impossible at this time to predict their catee with any certainty; however, we believe that wltimate
resolution of this matter will not have a mategékct on our business, financial condition or Hessof
operations. We will continue to seek to defeatstzestification and vigorously defend ourselvesirgiahe
plaintiffs’ allegations.

Ordinary Course Matters

We are also subject to other claims and lawsuissnarin the ordinary course of business, including
potential claims related to, among other things,dare and treatment provided at our hospitalsoatghtient
facilities, the application of various federal astdte labor laws, tax audits and other matterfiodigh the results
of these claims and lawsuits cannot be predictéld e@rtainty, we believe that the ultimate resolutf these
ordinary course claims and lawsuits will not haveaterial effect on our business or financial ctiodi

In addition, in October 2014, we received courtrappl of a final agreement to settle a previously
disclosed class action lawsuit captio&ak, et al. v. Jo Ellen Smith Medical Foundatjamhich was filed in the
Civil District Court for the Parish of Orleans imuisiana in March 1997. The plaintiffs pursuedainalfor
tortious invasion of privacy due to the fact thatipril 1996 patient identifying records from a phiatric
hospital we closed in 1995 were temporarily plaicegin unsecure location while the hospital was wuaiag
renovations. The court certified a class of ove08,persons; however, only eight individuals (iditidn to the
two plaintiffs) were identified in the class ceidédtion process. The plaintiffs asserted each mewwithe class
is entitled to common damages under a theory cfysned “common damage” regardless of whether oampt
members of the class were actually harmed or ewaneaof the incident. To avoid protracted litigatidhe
parties settled this matter in June 2014 for a mari potential payment of $32.5 million, subjectiie number
and type of claims asserted by the class membkespayment for all undisputed common damages claiass
made in April 2015, and a payment representingragroof the attorneys’ fees was paid in June 20t®
payment for the remaining attorneys’ fees and admative costs, as well as the undisputed indi@idlamages
claims, was made on August 3, 2015. We had madetai deposit of $5.5 million into an escrow acea in
late November 2014 and, based on low class paatioip as of March 31, 2015 (the end of the clairrsogl),
management reduced the reserve for this matter b million at December 31, 2014 to $8.0 million
recorded in discontinued operations, to reflecthien-current estimate of probable remaining ligbiln total,
we paid $13.6 million to settle this matter.

New claims or inquiries may be initiated againsfros time to time. These matters could (1) requse
to pay substantial damages or amounts in judgnergsttlements, which, individually or in the aggmée, could
exceed amounts, if any, that may be recovered wutensurance policies where coverage appliesand
available, (2) cause us to incur substantial exp&n(8) require significant time and attention froum
management, and (4) cause us to close or selltatspr otherwise modify the way we conduct busines
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The table below presents reconciliations of tharrégg and ending liability balances in connection
with legal settlements and related costs recordeithg the six months ended June 30, 2015 and 2014

Balances a Litigation and Balances at
Beqinning Investigation Cash End of
of Period Costs Payment: Other Period
Six Months Ended June 30, 2015
Continuing operations $ 73 $ 17 $ (270% 3 % 66
Discontinued operations 10 (3) 1) — 6
$ 83 $ 14 $ 28 % 3 ¢ 72
Six Months Ended June 30, 2014
Continuing operations $ 64 $ 15 $ 6% 3 % 70
Discontinued operations 6 18 (6) — 18
$ 70 $ 33 $ (12 % 3 $ 88

For the six months ended June 30, 2015 and 2014eceeded costs of $17 million and $15 million,
respectively, in continuing operations, primarigated to costs associated with various legal gdiogs and
governmental reviews. During the six months endetk B0, 2015, we reduced a previously establiseserve
for a legal matter in discontinued operations byragimately $3 million based on updated claims iinfation.

NOTE 11. INCOME TAXES

During the six months ended June 30, 2015, we decban income tax benefit of $11 million in
continuing operations on pre-tax earnings of $3fiani The recorded benefit differs from taxes cddded at the
statutory rate primarily due to state income tapemse of approximately $7 million, tax benefitsbd2 million
related to net income attributable to noncontrglipartnership interests, which is excluded fromabmputation
of the provision for income taxes, discrete taxdfgs of $17 million related to the amendment afta@ prior
year tax returns and tax expense of approximai@iynfion related to other permanent tax differesice

During the six months ended June 30, 2015, we &s&@ our estimated liabilities for uncertain tax
positions by $1 million, net of related deferrer éssets. The total amount of unrecognized taxflierm June
30, 2015 was $38 million, of which $31 milliofrécognized, would impact our effective tax ratel @ncome
tax expense (benefit) from continuing operations.

Our practice is to recognize interest and penatétged to income tax matters in income tax expéms
our consolidated statements of operations. Totauaad interest and penalties on unrecognized tagflie at
June 30, 2015 were $5 million, all of which rethte continuing operations.

At June 30, 2015, approximately $3 million of wognized federal and state tax benefits, as well as
reserves for interest and penalties, may decreabe inext 12 months as a result of the settlemeatdits, the
filing of amended tax returns or the expiratiorsta#tutes of limitations.
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NOTE 12. LOSS PER COMMON SHARE

The table below is a reconciliation of the numersatnd denominators of our basic and diluted less p
common share calculations for our continuing openatfor the three and six months ended June 315 26d
2014. Net loss attributable to our common sharedslis expressed in millions and weighted averhgees are
expressed in thousands.

Loss Attributable

to Common Weighted P
er-
Shareholders  Average Share Share

(Numerator) (Denominator) _Amount

Three Months Ended June 30, 2015
Net loss attributable to Tenet Healthcare Corporatiommor

shareholders for basic loss per share $ (60) 99,244 $ (0.60'
Effect of dilutive stock options, restricted stagkits and deferred

compensation units = = =
Net loss attributable to Tenet Healthcare Corporatbn common

shareholders for diluted loss per share $ (60) 99,244 $ (0.60’

Three Months Ended June 30, 2014
Net loss attributable to Tenet Healthcare Corporatiommor

shareholders for basic loss per share $ (10) 97,677 $(0.11
Effect of dilutive stock options, restricted staghkits and deferred

compensation units — — —
Net loss attributable to Tenet Healthcare Corporatbn common

shareholders for diluted loss per share $ (10) 97,677 $(0.11

Six Months Ended June 30, 2015
Net loss attributable to Tenet Healthcare Corporatiommor

shareholders for basic loss per share $ (14) 98,972 $(0.14
Effect of dilutive stock options, restricted staghkits and deferred

compensation units — — —
Net loss attributable to Tenet Healthcare Corporatbn common

shareholders for diluted loss per share $ (14) 98,972 $(0.14

Six Months Ended June 30, 2014
Net loss attributable to Tenet Healthcare Corporatiommor

shareholders for basic loss per share $ (37) 97,419 $ (0.38
Effect of dilutive stock options, restricted staghkits and deferred

compensation units — — —
Net loss attributable to Tenet Healthcare Corporatbn common

shareholders for diluted loss per share $ 37 97,419 $ (0.38,

All potentially dilutive securities were excludein the calculation of diluted loss per share ffar t
three and six months ended June 30, 2015 and 2ftkube we did not report income from continuingatiens
in those periods. In circumstances where we ddvaeé income from continuing operations, the efédéatock
options and other potentially dilutive securitiegiti-dilutive, that is, a loss from continuingeogtions has the
effect of making the diluted loss per share leas tie basic loss per share. Had we generated éfrom
continuing operations in those periods, the effecthousands) of employee stock options, restlisteck units
and deferred compensation units on the dilutedesheailculation would have been an increase in sludr2,673
and 2,423 for the three and six months ended JOn203.5, respectively, and 2,123 and 2,053 fotlihee and
six months ended June 30, 2014, respectively.

21



Table of Content
NOTE 13. FAIR VALUE MEASUREMENTS

Our financial assets and liabilities recorded atvalue on a recurring basis primarily relate to
investments in available-for-sale securities hglabr captive insurance subsidiaries. The followtizmgies
present information about our assets and liakglitiat are measured at fair value on a recurrisgsb@he
following tables also indicate the fair value hietey of the valuation techniques we utilized toedetine such
fair values. In general, fair values determined.byel 1 inputs utilize quoted prices (unadjustedactive
markets for identical assets or liabilities. We sider a security that trades at least weekly telavactive
market. Fair values determined by Level 2 inpuilizetdata points that are observable, such aseguyotices,
interest rates and yield curves. Fair values deterdnby Level 3 inputs are unobservable data pdamntthe asset
or liability, and include situations where therditide, if any, market activity for the asset ahility.

Quoted Prices

in Active Significant

Markets for Significant Other  Unobservable
Identical Asset: Observable Inputs Inputs

Investments June 30, 201t (Level 1) (Level 2) (Level 3)
Marketable securities — current $ — 3 — $ — 3 —
Investments in Reserve Yield Plus Fund 2 — 2 —
Marketable debt securities — noncurrent 62 25 36 1
$ 64 $ 25 % 38 $ 1

Quoted Prices

in Active Significant

Markets for Significant Other  Unobservable
Identical Asset: Observable Inputs Inputs

Investments December 31, 201 (Level 1) (Level 2) (Level 3)
Marketable securities — current $ 2 % 2 $ — % —
Investments in Reserve Yield Plus Fund 2 — 2 —
Marketable debt securities — noncurrent 60 54 5 1
$ 64 $ 56 $ 7 % 1

Our non-financial assets and liabilities not petaditor required to be measured at fair value on a
recurring basis typically relate to long-lived asgseeld and used, long-lived assets held for sadegaodwill.
We are required to provide additional disclosuabgut fair value measurements as part of our fiahnc
statements for each major category of assets abilities measured at fair value on a non-recurbiasis. The
following table presents this information as of di®, 2015 and indicates the fair value hierardith@
valuation techniques we utilized to determine daghvalues. In general, fair values determined.byel 1
inputs utilize quoted prices (unadjusted) in activarkets for identical assets or liabilities, whggnerally are
not applicable to non-financial assets and lidb#git Fair values determined by Level 2 inputs zdililata points
that are observable, such as definitive sales agrets, appraisals or established market valuesroparable
assets. Fair values determined by Level 3 inp@siaobservable data points for the asset or ligilzihd include
situations where there is little, if any, marketivty for the asset or liability, such as intermetimates of future
cash flows.

Quoted Prices
in Active Significant
Markets for Significant Other  Unobservable

3 Identical Asset: Observable Inputs Inputs
une

30, 201 (Level 1) (Level 2) (Level 3)
Long-lived assets held for sa $ 32 $ — 3 32 3 —

As described in Note 3, we recorded a $14 7 mililopairment charge for the write-down of assets
held for sale to their estimated fair value, lestingated costs to sell, in the three months ended 30, 2015.

The fair value of our long-term debt is based oatgd market prices (Level 1). At June 30, 2015 and

December 31, 2014, the estimated fair value ofauy-term debt was approximately 103.8% and 105.0%
respectively, of the carrying value of the debt.
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NOTE 14. ACQUISITIONS

During the six months ended June 30, 2015, we cetegblthe transaction that combined our
freestanding ambulatory surgery and imaging ceagsets with USPI's short-stay surgery center aggets
new joint venture. We also completed the acquisiibAspen, a network of nine private hospitals aliics in
the United Kingdom. Additionally, we acquired majgiinterests in seven ambulatory surgery centaus (
interests in all of which were contributed to th8RJ joint venture) and various physician practictties. The
fair value of the consideration conveyed in theuggitions (the “purchase price”) was $636 million.

We are required to allocate the purchase pricéiseohcquired businesses to assets acquired ditigsbi
assumed and, if applicable, noncontrolling interéstsed on their fair values. The excess of thehaise price
allocation over those fair values is recorded asdgall. We are in process of finalizing the purchasice
allocations, including valuations of the acquiredgerty and equipment, other intangible assetgstments in
affiliates and noncontrolling interests for oureatacquisitions; therefore, those purchase ptioeaions are
subject to adjustment once the valuations are osteql

Preliminary purchase price allocations for all dsifions made during the six months ended June
30, 2015 are as follows:

Current assets $ 241
Property and equipment 353
Other intangible assets 359
Goodwill 2,905
Other long-term assets 658
Current liabilities (306
Deferred taxes — long term (128
Other long-term liabilities (1,994
Redeemable noncontrolling interests in equity ofsaidated

subsidiaries (1,372
Noncontrolling interest (80)
Cash paid, net of cash acquired $ 636

The goodwill generated from these transactionsptagrity of which will not be deductible for incamax
purposes, can be attributed to the benefits thatxpect to realize from operating efficiencies gnawvth
strategies. Approximately $36 million in transacticosts related to prospective and closed acmuisitvere
expensed during the six months ended June 30, 20t5are included in impairment and restructuringrges,
and acquisition-related costs in the accompanyiogdénsed Consolidated Statement of Operations .

USPI Joint Venture and Acquisition of Aspen

Effective June 16, 2015, we entered into the USIRL yenture, of which we own 50.1%. The joint
venture has interests in 249 ambulatory surgeriecgnl 8 short-stay surgical hospitals and 20 inmagenters in
29 states. We refinanced approximately $1.5 loilbb existing USPI debt, which was allocated tojtiet
venture throu gh an intercompany loan, and paidagmately $424 million to align the respectivduations
of the assets contributed to the joint venture.alge completed the Aspen acquisition for approxatyat
$226 million.

23



Table of Content
The preliminary purchase price allocations for O&PI joint venture and Aspen acquisition are as
follows:

Current assel $ 238
Property and equipme 347
Other intangible asse 359
Goodwill 2,781
Other lon¢-term asset 657
Current liabilities (303
Deferred taxe— long term (128
Other lon¢-term liabilities (1,989
Redeemable noncontrolling interests in equity ofsaidatec

subsidiaries (1,332
Noncontrolling interest (64)
Cash paid, net of cash acquiret $ 566

Pro Forma Information — Unaudited

The following table provides certain pro forma inf@tion for Tenet as if the USPI joint venture and
Aspen acquisition had occurred at the beginnintpefyear ended December 31, 201%he net income of USPI
for the three and six months ended June 30, 20%5disted by $30 million to remove a nonrecurtoss on
exti nguishment of debt.

Three Months Ended June 30, Six Months Ended June 30,
2015 2014 2015 2014

Net operating revenut $ 4671 $ 4,246 $ 9,300 $ 8,360
Equity in earnings of unconsolidated
affiliates $ 38 $ 32 $ 63 $ 51
Net loss attributable to common shareholi $ (73) $ (31) $ (45) $ (73)
Net loss per share attributable

common shareholders $ (074 $ (0.32 $ (0.46° $ (0.75

NOTE 15. SEGMENT INFORMATION

In the three months ended June 30, 2015, we beganting Ambulatory Care as a separate reportable
business segment. Previously, our business codsi$teur Hospital Operations and other segmentoamd
Conifer segment. Effective June 16, 2015, we cotagléhe joint venture transaction that combined our
freestanding ambulatory surgery and imaging ceagsets with USPI’s short-stay surgery center asééts
contributed our interests in 49 ambulatory surgemters and 20 imaging centers, which had prewdestn
included in our Hospital Operations and other sagirte the joint venture. The USPI joint venture raterests
in 249 ambulatory surgery centers, 18 short-stagisal hospitals and 20 imaging centers in 29 statée also
completed the acquisition of Aspen effective Jug2D15, which includes nine private hospitals @lirdcs in
the United Kingdom. Our Ambulatory Care segmemtosiprised of the operations of our USPI joint veatand
Aspen facilities. The factors for determining tepaortable segments include the manner in which gemant
evaluates operating performance combined with &étere of the individual business activities.

Our core business is Hospital Operations and owigich is focused on operating acute care hospitals
urgent care facilities and health plans. We alsa garious related healthcare businesses. At Jun2(3®, our
subsidiaries operated 80 hospitals ( one of wiidbmporarily closed for repairs), with a total26r,826
licensed beds, primarily serving urban and subudmnmunities in 14 states, and six health plansedisas
hospital-based outpatient centers, freestandingganey departments and freestanding urgent catersen

We provide healthcare business process servidbe iareas of revenue cycle management and
technology-enabled performance improvement andtheznagement solutions to hospitals, health system
integrated delivery networks, self-insured orgatiizes and health plans under our Conifer subsidiatyJlune
30, 2015, Conifer provided services to approxinya8€l0 Tenet and non-Tenet hospitals and othertslien
nationwide.
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The following tables include amounts for each af @portable segments and the reconciling items
necessary to agree to amounts reported in the gaoying Condensed Consolidated Balance Sheets and
Condensed Consolidated Statements of Operations:

December
June 30, 31,
2015 2014
Assets:
Hospital Operations and oth $16,678 $ 17,008
Conifer 1,151 929
Ambulatory Care 4,917 204
Total $22,746 $ 18,141

Three Months Ended  Six Months Ended

June 30, June 30,
2015 2014 2015 2014
Capital expenditures:
Hospital Operations and oth $ 166 $ 235 $ 341 $ 506
Conifer 6 5 11 13
Ambulatory Care 3 2 7 4
Total $ 175 $ 242 $ 359 $ 523
Net Operating revenues:
Hospital Operations and oth $4,175 $ 3,811 $8,326 $7,523
Conifer
Tenet 165 138 325 278
Other customer 175 147 357 292
Total Conifer revenue 340 285 682 570
Ambulatory Care 142 80 233 148
Intercompany elimination (165 (138 (325 (278
Total $4,492 $ 4,038 $8,916 $7,963
Adjusted EBITDA:
Hospital Operations and oth $ 459 $ 390 $ 877 $ 711
Conifer 60 44 142 92
Ambulatory Care 49 26 78 44
Total $ 568 $ 460 $1,097 $ 847
Depreciation and amortization:
Hospital Operations and oth $ 178 $ 200 $ 369 $ 385
Conifer 12 5 24 10
Ambulatory Care 7 4 11 7
Total $ 197 $ 209 $ 404 $ 402
Adjusted EBITDA $ 568 $ 460 $1,097 $ 847
Depreciation and amortizatic (297, (2090 (404 (402
Impairment and restructuring charges, and acqoii-related cost (193 (32) (222 (53)
Litigation and investigation cos (14) (12) a7 (15)
Interest expens (217 (1900 (416, (372
Investment earnings (losse (1) — (1) —

Net income (loss) from continuing operations beforecome taxes $ (54) $ 17 $ 37 $ 5
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND
RESULTS OF OPERATIONS

INTRODUCTION TO MANAGEMENT’S DISCUSSION AND ANALYSI S

The purpose of this section, Management’s Discasaia Analysis of Financial Condition and Results
of Operations (“MD&A"), is to provide a narrative@anation of our financial statements that enaliiesstors
to better understand our business, to enhanceveualbfinancial disclosures, to provide the comteikhin
which our financial information may be analyzedd am provide information about the quality of, gmtential
variability of, our financial condition, results operations and ca sh flows. Our core busines®#pital O
perations and other, which is focused on operaige care hos pitals, urgent care facilities azalth plans .

In June 2015, we completed the transaction thabawed our interests in our freestanding ambulasoirgery
and diagnostic imaging centers with the short-stagery center assets held by United Surgical Begtn
International, Inc. (“USPI”) into a new joint vemau(“USPI joint venture”), and we acquired Europ&amgical
Partners Ltd. (“Aspen”), which operates nine prvshort-stay surgical hospitals and clinics intméted
Kingdom, thereby forming our new Ambulatory Carpate reportable business segment. We also provide
healthcare business process services in the areagenue cycle management and technology-enabled
performance improvement and health management@oduto hospitals, health systems, integrated daliv
networks, self-insured organizations and healthgpthrough our Conifer Holdings, Inc. (“Conifertssidiary,
which is also a separate reportable business segMB&A, which should be read in conjunction withet
accompanying Condensed Consolidated Financialri8éatts, includes the following sections:

« Management Overview

« Forward-Looking Statements

« Sources of Revenue

« Results of Operations

« Liquidity and Capital Resources
. Off-Balance Sheet Arrangements
«  Critical Accounting Estimates

Unless otherwise indicated, all financial and statal information included in MD&A relates to our
continuing operations, with dollar amounts exprdsaemillions (except per share, per admission,gujusted
admission, per patient day, per adjusted patieptpler visit and per case amounts). Continuing ajars
information includes the results of (i) our samehdgpitals and six health plans operated througtheuthree
and six months ended June 30, 2015 and 2014Tgids Regional Medical Center at Sunnyvale (“TRM@fY)
which we acquired a majority interest on June 34@iii) Resolute Health Hospital, which we opered
June 24, 2014, (iv) Emanuel Medical Center, Whie acquired on August 1, 2014 , (v) our USPlItjoin
venture, in which we acquired a majority interestlone 16, 2015, and (vi) Aspen, which we also iedwn
June 16, 2015, in each case only for the periath fioquisition or commencement of operations, agdise may
be, to June 30, 2015 and 2014, as applicable. @ong operations information excludes the resulisun
hospitals and other businesses that have previbegly classified as discontinued operations fooating
purposes. Certain previously reported informatgmmarily related to our freestanding ambulatsuygery and
diagnostic imaging centers that were contributetth¢oUSPI joint venture, has been reclassifiecdbtdfam to
the current-year presentation . These outpati@iiitfes were formerly part of our Hospital Opemts and other
segment, but are now reported as part of our newwAatory Care segment.

MANAGEMENT OVERVIEW
RECENT DEVELOPMENTS

Lease of Hi-Desert Medical Center e July 2015, we began operating Hi-Desert Mald@enter and
its related healthcare facilities under an arrargygrstructured as a long-term lease agreementHiibesert
Memorial Health Care District. We now manage therafions of the 59-bed acute care hospital and208ebed
skilled nursing facility on the hospital campusloshua Tree, California, as well as associatedranog)that
were previously operated by the hospital.
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Partnership with Dignity Health and Ascension Hlea—Also i n July 2015, we announced that we
have signed a definitive agreement with Dignity ltteand Ascension Health to create a partnerstapwihil
own and operate Carondelet Health Network. We lvélthe majority partner and will manage the openatiof
three hospitals with over 900 licensed beds, rdlptg/sician practices, outpatient and ambulatoryices, and
other affiliated businesses in Tucson and Nog#&ggona.

Joint Ven ture with Baptist Health SystemirJdune 2015, we signed a definitive agreement with
Baptist Health System, Inc. to create a joint vemthat will operate a healthcare network servimmBigham
and central Alabama. We will be the majority partaed will manage the network’s operations. Thatjoi
venture will unite Baptist Health System’s four pitals—Citizens Baptist Medical Center, PrincetapBst
Medical Center, Shelby Baptist Medical Center aralk#&r Baptist Medical Center—with our Brookwood
Medical Center, along with each organization’stedlabusinesses. The new system will have more1&0
licensed beds, 77 outpatient and physician oftadifies, including clinics delivering primary asgecialty
care, approximately 7,300 employees, and approeiynat500 affiliated physicians.

Definitive Agreement To Sell Saint Louis Universitgspital (“SLUH”) —Alsoin June 2015, we
announced a definitive agreement to sell SLUHSamt Louis University. As a result of this antiaipd
transaction, we recorded an impairment charge 47 $dillion in the three months ended June 30, 2This
sale, which is subject to customary closing condgi including regulatory approvals, is expectebdeo
completed in the third quarter of 2015.

STRATEGIES AND TRENDS

We are committed to providing the communities caggitals, outpatient centers and other healthcare
facilities serve with high quality, cost-effectitiealthcare while growing our business, increasing o
profitability and creating long-term value for aalrareholders. We believe that our success in isicrgaur
profitability depends in part on our success inceiag the strategies and managing the trends sieclbelow.

Core Business Strategy We are focused on providing high quality care ttepds through our
hospitals and outpatient centers, and offeringreayaf business process solutions primarily tdtheare
providers through Conifer. With respect to our htadp, ambulatory care centers and other outpakigsinesses,
we seek to offer superior quality and patient ssrwito meet community needs, to make capital amet ot
investments in our facilities and technology, toroi and retain physicians, and to negotiate cditipe
contracts with managed care and other private pay¢ith respect to business process services, aadar
comprehensive operational management for reventle fynctions, including patient access, healtbrimfation
management, revenue integrity and patient finarsgiatices. We also offer communication and engageme
solutions to optimize the relationship between faters and patients. In addition, Conifer operategaagement
services business that supports value-based pefmarthrough clinical integration, financial rislanagement
and population health management .

Commitment to Quality We are continuing to make significant investmentequipment, technology,
education and operational strategies designedpoowe clinical quality at all of our facilities. laddition, we
continually collaborate with physicians to implerhdre most current evidence-based medicine techsitp
improve the way we provide care, while using laimanagement tools and supply chain initiatives tiuce
variable costs. We believe the use of these pexctidll promote the most effective and efficieritizaition of
resources and result in shorter lengths of stawedlsas reductions in readmissions for hospitaipatients.

Development Strategies We remain focused on opportunities to increasehogpital and outpatient
revenues, and to expand our Conifer services bssitierough organic growth, acquisitions and sjiate
partnerships.

From time to time, we build new facilities, makeyatsitions of healthcare assets and companies, and
enter into joint venture arrangements or affiliaiavith healthcare businesses in markets whereslievie our
operating strategies can improve performance agatershareholder value. In June 2015, we complleted
transaction that combined our freestanding ambujaorgery and imaging center assets with USBhtat-
stay surgery center assets into a new joint verdwreed by us and Welsh Carson, Anderson & Stovpeivate
equity firm that specializes in healthcare investtaeThe joint venture has interests in 249 aatowy surgery
centers, 18 short-stay surgical hospitals and
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20 ima ging centers in 29 states. Moreover, geiicantly increased the number of our not-forffirpartners
through USPI and now have relationships with mbesnt50 leading healthcare systems across the gountr

Also in June 2015, we expanded our operations lktloa borders of the United States with our
acquisition of Aspen Healthcare in the United Kiagd Aspen’s four acute care hospitals and five atigpt
centers are committed to providing superior cacksarvice in a growing market. We believe we ar-we
positioned to leverage our capabilities globallg #ispen and other strategic opportunities in theréu

In addition, we signed a definitive agreement vidptist Health System in June 2015 to create & join
venture that will operate a healthcare networkisgrBirmingham and central Alabama. We will be thajority
partner and will manage the network’s five hospgithd related businesses . In July 2015, we beparating
Hi-Desert Medical Center and related healthcarditias in Joshua Tree, California under a long¥idease
agreement and announced our definitive agreeméht@ignity Health and Ascension Health to create a
partnership that will own and operate CarondeledltieNetwork based in Tucson, Arizona. We have also
entered into a definitive agreement to form a jemture with Baylor Scott & White Health involviriige
ownership and operation of five North Texas hospitaCentennial Medical Center, Doctors Hospital at \&hit
Rock Lake, Lake Pointe Medical Center, and T RMGwhich are currently operated by certain of our
subsidiaries — and Baylor Medical Center at Garlam¢hich is currently owned and operated by Ba@oott &
White Health. The joint venture will focus on deiing integrated, value- based care primarily tecte
communities in Rockwall, Collin and Dallas countiBaylor Scott & White Health will hold a majority
ownership interest in the joint venture.

Historically, our outpatient services have genaraignificantly higher margins for us than inpatien
services. During the six months ended June 30, 20&5derived approximately 37% of our net patienenues
from outpatient services. By expanding our outpdtirisiness, we expect to increase our profitgloliter time.
We believe that growth by strategic acquisitioneewand if opportunities are available, can supplérthe
growth we believe we can generate organically inexisting markets. The newly acquired facilitinghie USPI

joint venture specialize in noremergency surgical cases. Due in part to advanasniremedi cal technology,

and due to the lower cost structure and great@iaities that are attainable in a specialized atigpt site, we
believe the volume and complexity of surgical cgseformed in an outpatient setting will continoesteadily
increase. In addition, we expect that our new matidedPost brand will assist us in growing ouramtgcare
business as part of our broader strategy to ofteemervices to patients and to expand into fagtming, less
capital intensive, higher-margin businesses. Furtbes, we continually evaluate collaboration oppnities
with other healthcare providers in our markets tximize effectiveness, reduce costs and buildaaify
integrated networks that provide quality service®ss the care continuum.

We intend to continue to market and expand Comifevenue cycle management, patient
communications and engagement services, and maeageervices businesses. Conifer provides sertaces
approximately 800 Tenet and non-Tenet hospitalathdr clients nationwide. We believe this busirtess the
potential over time to generate high margins angrawve our results of operations. Conifer's sendtferings
have also expanded to support value-based perfaertarough clinical integration, financial risk naement
and population health management, which are intggrés of the healthcare industry’s movement tavar
accountable care organizations (“ACQOs") and sinmisli--based or capitated contract models. In aoidlitd
hospitals and independent physician associatidiesite for these services include health plang;issured

employers, government agencies and other entiti# also remain focused on developing, acquiring or
entering into joint venture arrangements to esthbliew capabilities at Conifer. In October 201dn@er
acquired SPi Healthcare, which pr ovides revenwtecgolutions for independent and provider-ownegsptian
practices , thereby increasing our ability to offeterprise solutions to Conifer’s customers .Jdnuary 2015,
Conifer announced a 10-year extension and expawnsibt® agreement with Catholic Health Initiatié€EHI")
to provide patient access, revenue integrity anigpiafinancial services to 92 CHI hospitals thro®p32.

Realizing HIT Incentive Payments and Other BenefiBeginning in the year ended December 31,
2011, we began achieving compliance with certaithethealth information technology (“HIT”) requiremts
under the American Recovery and Reinvestme nt A2069 (“ARRA"). During the six months ended June
30, 2015 and 2014, we recognized approxim&@® million and $67 million, respectively, of Medre and
Medi caid electronic he alth record (“‘EHR”) ARRA HIncentives. These incentives partially off$et t
operating expenses and capital costs we have etand continue to incur to invest in HIT systeWis.
expect to recognize additional incentives in therf®. Furthermore, we
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believe that the operational benefits of HIT, irdthg improved clinical outcomes and increasedatey
efficiencies, will contribute to our long-term abjlto grow our business.

General Economic Conditions We believe that high unemployment rates in soméeimarkets our
hospitals serve and other adverse econom ic conditiave had a negative impact on our bad debnhegpe
levels and payer mix. However, as the economy rerspwe expect to experience improvements in t hese
metrics relative to recent levels. W e believe valumes were positively impacted in the six morehded June
30, 2015 by incremental market share we generhatedgh improved physician alignment and service lin
expansion, insurance coverage for a greater nuofbedividuals, and a strengthening economy.

Improving Operating Leverage We believe targeted capital spending on criticalxgh opportunities
for our hospitals, emphasis on higher-demand @lrgervice lines (including outpatient lines), fean
expanding our outpatient business, implementatforew payer contracting strategies, and improvealityu
metrics at our hospitals will improve our patienotumes. We believe our patient volumes have beastrained
by the slow pace of the current economic recoviegreased competition, utilization pressure by ngadacare
organizations, the effects of higher patient cosparyd deductibles, and demographic trends. Weraantd
pursue integrated contracting models that maximiresystem-wide skills and capabilities in conjimttwith
our strong market positions to accommodate new paymodels. In several markets, we have formedtelin
integration organizations, which are collaboratiwiih independent physicians and hospitals to dgvehgoing
clinical initiatives designed to control costs amgbrove the quality of care delivered to patiedgangements
like these provide a foundation for negotiatinghwptans under an ACO structure or other risk-slyaniodel .

Impact of Affordable Care Act We anticipate that we will continue to benefit otiere from the
provisions of the Patient Protection and AffordaBlre Act, as amended by the Health Care and Edocat
Reconciliation Act of 2010 (“Affordable Care Actt BACA”) that have extended insurance coverageugto
Medicaid or private insurance to a broader segmogtite U.S. population. Although we are unablenedjct the
ultimate net effect of the Affordable Care Act amr duture results of operations, and while thereehdeen and
will continue to be some reductions in reimbursetmates by governmental payers, we began to receive
reimbursement for caring for previously uninsured anderinsured patients in 2014. Through collatibara
efforts with local community organizations, we lahiad a campaign under the banner “Path to Health$sist
our hospitals in educating and enrolling uninsyratients in insurance plans. At June 30, 2015 opezated
hospitals in six of the states (Arizona, Califorrlanois, Massachusetts, Michigan and Pennsyl&pttiat have
expanded their Medicaid programs.

Our ability to execute on these strategies and getfzese trends is subject to a number of risks and
uncertainties that may cause actual results todtenmlly different from expectations. In additidnis important
that we make steady and measurable progress iessfatly integrating acquired business es and oaw |
ventures into our business processes , as appmpfar information about risks and uncertaintieg could
affect our results of operations, see the Forwardking Statements and Risk Factors sections inlRdur
Annual Report and the Risk Factors section in Paitthis report.
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RESULTS OF OPERATIONS—OVERVIEW

The following table shows certain selected opegasiratistics for our continuing operations, which
includes the results of (i) our same 77 hospitats six health plans operated throughout the threetins ended
June 30, 2015 and 2014, (ii) TRMC, in which wedged a majority interest on June 3, 2014, Riésolute
Health Hospital, which we opened on June 24, 20X#/) Emanuel Medical Center, which we acquired o
August 1, 2014 , (v) our USPI joint venture, in aliniwe acquired a majority interest on June 16, 2608
(vi) Aspen, which we also acquired on June 16, 2@1Bach case only for the period from acquisition
commencement of operations, as the case may Ben®30, 2015 and 2014, as applicable. We belfese t
information is useful to investors because it @8eour current portfolio of operations and theergdrends we
are experiencing with respect to volumes, reveanesexpenses.

Three Months Ended June 30,

Increase

Selected Operating Statistic: 2015 2014 (Decrease

Hospital Operations and other
Total admissions 201,908 194,641 3.7%
Adjusted patient admissiofts 349,122 333,927 4.6%
Paying admissions (excludes charity and uninsured) 191,373 183,714 4.2%
Charity and uninsured admissions 10,535 10,927 (3.6%
Emergency department visits 742,951 702,009 5.8%
Total surgeries 127,523 123,660 3.1%
Patient days — total 929,840 907,093 25%
Adjusted patient day8 1,589,567 1,540,29C 3.2%
Average length of stay (days) 4.61 4.66 (1.1)%
Number of hospitals (at end of period) 80 79 1
Average licensed beds 20,826 20,370 2.2%

%

Utilization of licensed bed$ 49.1% 48.9% 0.2®
Total visits 2,063,037 1,927,597 7.0%
Paying visits (excludes charity and uninsured) 1,903,40: 1,760,872 8.1%
Charity and uninsured visits 159,634 166,725 (4.3%

Ambulatory Care
Total facilities (at end of period) 141 60 135.0%
Total cases 180,524 138,454 30.4%

(1)  Adjusted patient admissions/days represents aptieant admissions/days adjusted to include owpaservices provided by facilities
in our Hospital Operations and other segment bytipiyihg actual patient admissions/days by the sifirgross inpatient revenues and
outpatient revenues and dividing the results bgginpatient revenues.

(2)  Utilization of licensed beds represents patiensdiyided by number of days in the period dividgdalierage licensed beds.

(3  The change is the difference between the 2015 @hd @mounts shown.

Total admissions increased by 7,267, or 3.7%, érthihee months ended June 30, 2015 compared to the
three months ended June 30, 2014 . Total surgegesased by 3.1% in the three months ended Jun2036
compared to the same pe riod in 2014. Our emergaepgrtment visit s increased 5.8% in the threethson
ended June 30, 2015 compared to the same perthé jrior year. O ur volumes were positively imjgacby
acquisitions, as well as, we believe, incrementalket share we generated through improved physician
alignment and service line expansion, insurancemamge for a greater number of individuals, andengthening
economy. Charity and uninsured admissions and tetgavisits decreased 3.6% and 4.3 %, respdgtjvan
the three months ended June 30, 2015 compared tarie months ended June 30, 2014 primarily due to
Medicaid expansion in certain of the states in Whie operate and increased health insurance exehang
coverage .
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Three Months Ended June 30,

Increase

Revenues 2015 2014 (Decrease’
Net operating revenues before provision for dodlafcounts $ 4844 $ 4,358 11.2%
Hospital Operations and other

Revenues from charity and the uninsured $ 253 $ 243 4.1%

Net inpatient revenue$ $ 2623 $ 2,393 9.6 %

Net outpatient revenués $ 1,484 $ 1,367 8.6 %
Conifer revenues $ 340 $ 285 19.3%
Ambulatory Care revenues $ 142 ¢ 80 77.5%

(1) Net inpatient revenues and net outpatient reveareesomponents of net operating revenues. Netiemiaevenues include s-pay
revenues of $93 million and $79 million for tiege months ended June 30, 2015 a nd 2014 , tesgbhecNet outpatient revenues
include sel-pay revenues ($160 million and$164 million for thethree months ended June 30, 2and2014, respectively

Net operating revenues before provision for dodlafeounts increased by $486 million, or 11.2% , in
the three months ended June 30, 2015 compared &athe period in 2014 , primarily due to acquisgio
increases in our inpatient and outpatient volurmaproved managed care pricing and increased nentes
related to the California provider fee program. Njeerating revenues before provision for doubtédoaints in
the three months ended June 30, 2015 included $##6mof net revenues from the California providee
program; we did not recognize any revenues relateiois program during the three months ended 30n2014
because the current program had not yet been agbitoy CMS.

Three Months Ended June 30,
Increase

Provision for Doubtful Accounts 2015 2014 (Decrease’

Provision for doubtful accoun $ 352 $ 320 10.0%

Provision for doubtful accounts as a percentageebbperating %
revenues before provision for doubtful accot 7.3% 7.3% — W

(1) The change is the difference between2015 and 201amountsshown.

Provision for doubtful accounts increased by $3Rioni, or 10.0%, in the three months ended June
30, 2015 compared to the same period in 2014 pimwision for doubtful accounts as a percentageedf
operating revenues before provision for doubtfuloamts remained at 7.3% for both periods. The éase in the
provision for doubtful accounts primarily relatedthe impact of the $486 million increase in our oygerating
revenues before provision for doubtful accounits¢luding a $10 million increase in revenues framarity and
the uninsured, as well as a greater amount emtato-pays and deductibles. Our AR Days from iomirig
operations were 50.7 days (48.8 days if we includ8&I and Aspen’s results for the entire quarteduae
30, 2015 and 49.5 days at December 31, 2014, watliniarget of less than 55 days .

Three Months Ended June 30,
Increase

Selected Operating Expenses per Adjusted Patient Aussion 2015 2014 (Decrease’
Hospital Operations and other
Salaries, wages and benefits per adjusted patienisaion™ $ 5542 $ 5,312 4.3%
Supplies per adjusted patient admission 1,943 1,899 2.3%
Other operating expenses per adjusted patient agmi8 2,829 2,890 (2.1%
Total per adjusted patient admission $10,314 $10,101 2.1%

(1)  Adjusted patient days/admissions represents aptieant days/admissions adjusted to include owpaservices provided by facilities
in our Hospital Operations and other segment bytipiyihg actual patient days/admissions by the sifirgross inpatient revenues and
outpatient revenues and dividing the results bgginpatient revenues.
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Three Months Ended June 30,

Increase

Selected Operating Expense 2015 2014 (Decrease’
Hospital Operations and other
Salaries, wages and bene $1935 $1,756 10.2%
Supplies 679 635 6.9 %
Other operating expens 980 954 2.7%
Total $ 3,594 $ 3,345 7.4%
Conifer
Salaries, wages and bene $ 209 $ 178 17.4%
Other operating expens 71 63 12.7%
Total $ 280 $ 241 16.2%
Ambulatory Care
Salaries, wages and bene $ 41 $ 22 86.4%
Supplies 28 14 100.0%
Other operating expens 30 18 66.7 %
Total $ 99 $ 54 83.3%
Total
Salaries, wages and bene $2185 $1956 11.7%
Supplies 707 649 8.9%
Other operating expens 1,081 1,035 4.4 %
Total $ 3,973 $ 3,640 9.1%
Rent/lease expen®
Hospital Operations and oth $ 54 $ 48 12.5%
Conifer 4 5 (20.0%
Ambulatory Care 6 5 20.0%
Total $ 64 $ 58 10.3%

(1) Included in other operating expenses.

Salaries, wages and benefits per adjusted patilemisaion increased 4.3% in the three months ended
June 30, 2015 compared to the same period in 20h#& change is primarily due t o a greater nendf
employed physicians, annual merit increases faatreof our employees, increased con tract labets¢o and
increased employee health benefits and incentigensation costs in the three months ended Jurz036,
compared to the three months ended June 30, 2014 .

Supplies expense per adjusted patient admissioaased 2.3% in the three months ended June
30, 2015 compared to the same period in 2014 clhage in supplies expense was primarily attridatad
higher costs for pharmaceuticals and cardiologykeg and volume growth in our supply-intensivegstal
services , partially offset by lower implant costs

Other operating exp enses per adjusted patienisatbn declin ed by 2.1% in the three months ended
June 30, 2015 compared to the three months ended3ly 2014. This decline is attributable to céfstiency
initiatives we have been implementing, a reductiomalpractice expense and our increased patidnnes,
which have a favorable impact on this cost metue tb the fixed nature of certain costs includedttrer
operating expenses. Partially offsetting thesetpesiactors are increased information systems teaamce
contract costs, additional costs related to a greatmber of employed and contracted physicians jrecreased
costs associated with funding indigent care sesvigeour Texas hospitals, which costs were subatgnoffset
by additional net patient revenues. M alpracticeegse was $20 million lower in the three montideel June
30, 2015 compared to the three months ended3yrz014 due to unfavorable adjustments in the 2@tibd
to settle various cases to mitigate the risk ofrpated litigation. The 2015 period also includefdworable
adjustment of approximately $6 million due to Basis point increase in the interest rate usedtimate the
discounted present value of projected future matjpa liabilities compared to an unfavorable adjuestt of
approximately $2 million as a result of a 17 bgsisit decrease in the interest rate in the 201ibge
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T he table below shows the pre-tax and after-tgaichon continuing operations for the three and six
months ended June 30, 2015 and 2014 of the follpitéms:

Three Months Ended  Six Months Ended

June 30, June 30,
2015 2014 2015 2014
(Expense) Income
Impairment and restructuring charges, and acgoi-related cost $ (194 $ (32) $(223 $ (53)
Litigation and investigation cos (14) (12) _ (17 _ (15
Pre-tax impaci $ (208 $ (44) $(240; $ (68)
Total afte-tax impaci $ (136, $ (27) $(157, $ (42)
Diluted pe-share impact of above iter $ (1.35 $ (0.28 $(1.55 $(0.43
Diluted loss per share, including above ite $ (0.60, $ (0.11) $(0.14 $(0.38

LIQUIDITY AND CAPITAL RESOURCES OVERVIEW

Cash and cash equivalents were $299 million a¢ 3@n 2015, a n in crease of $114 million from%$18
million at March 31, 2015 .

Significant cash flow items in the three monthsezhdune 30, 2015 included:

« Capital expenditures of $175 million;

« Purchases of businesses for $ 625 million;

« Interest payments of $268 million;

«  $250 million of net repayments under our revolvangdit facility;

o $400 million of repayments under our short-terneiimh loan facility ;

« $1.9 billion of net proceeds from the issuaof6 ®/4% senior notes due 2023;

« $900 million of net proceeds from the issuanc#azfting interest rate senior secured notes due
2020; anc

« $ 1.5 billion of repayments of debt assumed frouésitions.

Net cash provided by operating activities was $ 38iion in the six months ended June 30, 2015 pared to
$247 million in the six months ended June 30, 20ddy positive and negative factors contributingthe
change between the 2015 and 2014 periods incledfobiowing:

« Increased income from continuing operations beifateme taxes of $250 million, excluding loss
from early extinguishment of debt, interest expemseestment earnings, litigation and investigation
costs, impairment and restructuring charges, aitipuiselated costs, and depreciation and
amortization, in the six months ended June 30, 2@b%pared to the six months ended June
30, 2014

« $4 million less cash used in operating activifiesn discontinued operations;

« Higher aggregate annual 401(k) matching contrimstiand annual incentive compensation
payments of $57 million and $95 million, respediyén the six months ended June 30, 201 5
comparecto thesix months ended June 30, 2(;
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« Anincrease of $2 million in payments on resefeesestructuring charges, acquisition-related
costs, and litigation costs and settlements;

« Higher interest payments of $25 million.

FORWARD-LOOKING STATEMENTS

The information in this report includes “forwardsking statements” within the meaning of Section 27A
of the Securities Act of 1933 and Section 21E ef$ecurities Exchange Act of 1934, each as amerdied.
statements, other than statements of historicptesent facts, that address activities, eventspouts, business
strategies and other matters that we plan, exjpgend, assume, believe, budget, predict, forepasject,
estimate or anticipate (and other similar expressiavill, should or may occur in the future aredard-looking
statements. These forward-looking statements rept@sanagement’s current belief, based on currently
available information, as to the outcome and tinohfuture events. They involve known and unknovgks,
uncertainties and other factors — many of whichaneunable to predict or control — that may causeactual
results, performance or achievements, or healthindustry results, to be materially different fréhose
expressed or implied by forward-looking stateme8tsch factors include, but are not limited to, fis&s
described in the Forward-Looking Statements ané Rétors sections in Part | of our Annual Repaod the
Risk Factors section in Part 1l of this report.

When considering forward-looking statements, a@eatiould keep in mind the risk factors and other
cautionary statements in our Annual Report antlismreport. Should one or more of the risks ancetainties
described in our Annual Report or this report oconrshould underlying assumptions prove incorrect,actual
results and plans could differ materially from th@xpressed in any forward-looking sta tement spéifically
disclaim any obligation to update any informati@mtained in a forward-looking statement or any fanly
looking statement in its entirety and, therefoiisclim any resulting liability for potentially r@led damages.

All forward-looking statements attributable to we axpressly qualified in their entirety by this
cautionary statement.

SOURCES OF REVENUE

We earn revenues for patient services from a wagesources, primarily managed care payers and the
federal Medicare program, as well as state Medipeodgrams, indemnity-based health insurance corspamd
self-pay patients (that is, patients who do notehawalth insurance and are not covered by some fottme of
third-party arrangement).

The table below shows the sources of net patiseiges before provision for doubtful accounts far o
Hospital Operations and other segment , expresspdraentages of net patient revenues before jpoavier
doubtful accounts from all sources:

Three Months Ended June 30, Six Months Ended June 30,
Increase Increase
(Decrease (Decrease
Net Patient Revenues from 2015 2014 ® 2015 2014 o
Medicare 20.7% 22.6% Q1.9% 21.3% 22.6% (1.3)%
Medicaid 85% 10.1% (1.6)% 9.0% 9.0% — %
Managed care 60.8% 57.8% 3.0% 59.9% 58.0% 1.9%
Indemnity, self-pay and other 10.0% 9.5% 05% 98% 104% (0.6%

(1) The increase (decrease) is the difference betwex2015and2014percentages show
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Our payer mix on an admissions basis for our Hasfiperations and other segment , expressed as a
percentage of total admissions from all sourceshdsvn below:

Three Months Ended June 30, Six Months Ended June 30,
Increase Increase

(Decrease’ (Decrease
Admissions from: 2015 2014 o 2015 2014 ©
Medicare 26.8% 27.3% (0.5% 27.4% 28.1% (0.7%
Medicaid 81% 11.6% (3.5% 81% 11.3% (3.2%
Managed car 57.6% 53.5% 41% 56.9% 52.8% 4.1%
Indemnity, selpay and othe 75% 7.6% ©01% 76% 7.8% (0.2%

(1) The increase (decrease) is the difference betwex2015and2014percentages show
GOVERNMENT PROGRAMS

The Centers for Medicare and Medicaid Servicekdssingle largest payer of healthcare servicelsan t
United States. Nearly 90 million Americans relyhwalthcare benefits through Medicare, Medicaid taed
Children’s Health Insurance Program (“CHIP"). Thésee major programs are authorized by federaldiagy
directed by CMS, an agency of the U.S. Departmé&htealth and Human Services (“HHS”). Medicare is a
federally funded health insurance program primdalyindividuals 65 years of age and older, cerfa@nonger
people with disabilities, and people with end-stegyeal disease, and is provided without regardi¢orne or
assets. Medicaid is administered by the statessgothtly funded by the federal government andesta
governments. Medicaid is the nation’s main pubéalth insurance program for people with low incoraed is
the largest source of health coverage in the UrStaties. The CHIP, which is also administered bystates and
jointly funded, provides health coverage to chifdiie families with incomes too high to qualify fitedicaid,
but too low to afford private coverage.

The Affordable Care Act

The Affordable Care Act is changing how healthcaevices in the United States are covered, delivere
and reimbursed. One key provision of the ACA isitigévidual mandate, which requires most Americens
maintain “minimum essential” health insurance cager Those who do not comply with the individuahehate
must make a “shared responsibility payment” toféueral government in the form of a tax penaltye Penalty
percentage increases through 2016, and is adjf@tetflation beginning in 2017. For individuals wlare not
exempt from the individual mandate, and who doraogive health insurance through an employer or
government program, the means of satisfying thairement is to purchase insurance from a privatepany or
a health insurance exchange. Beginning in 2014yichehls who are enrolled in a health benefits pdanchased
through an exchange may be eligible for a premiwadit or cost-sharing subsidy. Following legal d&ages
seeking to limit this provision of the ACA, the USupreme Court ruled in June 2015 that U.S. laldRevenue
Service regulations extending such subsidies tvithaals who purchase coverage through the federal
government’s health insurance exchange (ratherdtsiate-based exchange) are permissible.

The “employer mandate” provision of the ACA regsitbe imposition of penalties on employers
having 50 or more employees who do not offer atibtd health insurance coverage to those workingr3fiore
hours per week. In February 2014, the requiremefritse employer mandate were delayed until Janlia®)16.
Based on the Congressional Budget Office’s mogireestimates, we do not believe that the delay in
enforcement of the employer mandate will have aalisible effect on insurance coverage.

Another key provision of the ACA is the expansidriMedicaid coverage. Prior to the passage of the
ACA, the Medicaid program offered federal fundiogstates to assist only limited categories of laaeime
individuals (including children, pregnant womere tilind and the disabled) in obtaining medical cahe ACA
expanded eligibility under existing Medicaid promsto virtually all individuals under 65 years elith
incomes up to 138% of the federal poverty levelifngigg in 2014. Under the ACA, the federal governingill
pay 100% of the costs of Medicaid expansion in 2@QD45 and 2016; federal funding will be reduce8@éo
over the course of the four-year period from 20irdugh 2020, and it will remain at 90% for 2021 &egond.
The expansion of the Medicaid program in each staiaires state legislative or regulatory actiod tre
approval by CMS of a state Medicaid plan amendm@&niune 30, 2015, 30 states and the District dii@bia
have taken action to expand Medicaid, and one @hsnsidering action to expand in the
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near future. We currently operate hospitals inafithe states (Arizona, California, lllinois, Masbkasetts,
Michigan and Pennsylvania) that have expanded Medicaid programs. We cannot provide any assusase
to whether or when the other states in which weapamight choose to expand their Medicaid programs

We anticipate that healthcare providers will gethgtzenefit over time from insurance coverage
provisions of the Affordable Care Act; however, @A also contains a number of provisions desigieed
significantly reduce Medicare and Medicaid progrspending, including: (1) negative adjustments &ahnual
market basket updates for Medicare inpatient, digipt long-term acute and inpatient rehabilitapwospective
payment systems, which began in 2010, as well dgi@dlal “productivity adjustments” that began i612; and
(2) reductions to Medicare and Medicaid dispropordite share hospital (‘DSH”) payments, which befgan
Medicare payments in federal fiscal year (“FFY”120and will begin for Medicaid payments in FFY 2048
the number of uninsured individuals declines. Wewarable to predict the net effect of the ACA on foure
revenues and operations at this time due to unogrteegarding the ultimate number of uninsuredvitibals
who will obtain and retain insurance coverage, daagty regarding future negotiations with payenscertainty
regarding Medicaid expansion, and gradual andginescases, delayed implementation. Furthermorareve
unable to predict the outcome of continuing ledellienges to certain provisions of the ACA, whatar; if
any, Congress might take with respect to the AC#heractions individual states might take with extgo
expanding Medicaid coverage. For a discussion@figks and uncertainties associated with the Atibte Care
Act, including the future course of related lediisla and regulations, see Item 1A, Risk Factor&ant | of our
Annual Report.

Medicare

Medicare offers its beneficiaries different wayotiain their medical benefits. One option, theg®al
Medicare Plan (which includes “Part A” and “Part) B’ a fee-for-service payment system. The otip¢ion,
called Medicare Advantage (sometimes called “ParCMA Plans”), includes health maintenance
organizations (“HMOs"), preferred provider orgariaas (“PPOs"), private fee-for-service Medicaresial
needs plans and Medicare medical savings accoanspl'he major components of our net patient res®fmom
our Hospital Operations and other segment for sesvprovided to patients enrolled in the Origina dicare
Plan for the three and six months ended June2@®Ih and 2014 are set forth in the following table:

Three Months Ended  Six Months Ended

June 30, June 30,

Revenue Descriptions 2015 2014 2015 2014

Medicare severity-adjusted diagnosis-related greupperating $ 435 $ 404 $ 892 $ 841
Medicare severity-adjusted diagnosis-related greugapital 40 37 82 77
Outliers 14 16 32 36
Outpatient 253 246 505 476
Disproportionate share 86 95 174 191
Direct Graduate and Indirect Medical Educatfon 68 67 135 131
Other® 3 21 13 25
Adjustments for prior-year cost reports and relateldiation allowances 10 18 32 19
Total Medicare net patient revenues $ 909 $ 904 $1,865 $1,796

(1) Includes Indirect Medical Education revenues eatnedur children’s hospitals under the ChildrentssHitals Graduate Medical
Education Payment Program administered by the Ri&stources and Services Administration of HHS.

(2) The other revenue category includes inpatient payrot units, inpatient rehabilitation units, o g-term acute care hospital, other
revenue adjustments, and adjustments related testiteates for current-year cost reports and rheaduation allowances.

A general description of the types of payments egeive for services provided to patients enrolfed i
the Original Medicare Plan is provided in our AnhRaport. Recent regulatory and legislative updaidbe
terms of these payment systems and their estinedfiect on our revenues can be found under “Regulatod
Legislative Changes” below.
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Medicare Hospital Appeals Settlement

During the year ended December 31, 2014, CMS affaospitals an opportunity to settle certain
Medicare inpatient claims in the appeals procesgithin the timeframe to request an appeal. Geherthle one-
time settlement offer applies to payment deniaisrfpatient services on the basis that the serviege
reasonable and necessary, but treatment as areimpats not. All of our hospitals with claims tlzae eligible
for settlement have accepted the settlement offez.estimated cash value of the settlement fohospitals’
claims is approximately $17 million, substantialy of which had been received at June 30, 2015.

Medicaid

Medicaid programs and the corresponding reimbursémethodologies are administered by the states
and vary from state to state and from year to yEstimated revenues under various state Medicaigrams,
including state-funded managed care Medicaid progr&onstituted approximately 18.4% and 16.9% tafl to
net patient revenues before provision for doulafidounts for the six months ended June 30, 201204l ,
respectively. We also receive DSH and other suppfeai revenues under various state Medicaid progjr&or
the six months ended June 30, 2015 and 2014 ptalfledicaid revenues attributable to DSH and othe
supplemental revenues for were approximately $d8ifion and $311 million, respectively. During thieree
months ended June 30, 2015, we recorded an unfaeadjustment of $35 million to reduce Medicaid
supplemental revenues recognized over the pastadgaars by our Valley Baptist hospitals in Sotigxas.
This adjustment was necessary as a result of #ie'stecent review and update of several factasinfluence
payments to individual hospitals and state fundiévgls. Also during the three months ended Jun@05, we
recognized a $33 million favorable adjustment wréase the Medicaid supplemental revenues obetroit
hospitals. This adjustment related to a recent igpola Michigan of estimated funding levels, whiokreased as
result of the expansion of the state’s Medicaidgpam effective April 1, 2014.

Several states in which we operate continue tolfacigetary challenges due to the slow economic
recovery and other factors that have resultedi&aly will continue to result, in reduced Medicdighding
levels to hospitals and other providers. Becausgt states must operate with balanced budgetshand t
Medicaid program is generally a significant portafra state’s budget, states can be expected ft ado
consider adopting future legislation designed thuoe or not increase their Medicaid expendituresiddition,
some states delay issuing Medicaid payments togieovto manage state expenditures. As an altgenateans
of funding provider payments, many of the statesfiich we operate have adopted broad-based protases
to fund the non-federal share of Medicaid progra@mtinuing pressure on state budgets and othtracould
result in future reductions to Medicaid paymentsjrpent delays or additional taxes on hospitals.

The Governor of California signed the Hospital @iyaAssurance Fee (“HQAF”) renewal bill into law
in October 2013, extending California’s providee faogram for three years beginning January 201th @v
framework to renew the program for at least thidgitaonal years beyond 2016), and CMS approvedéie
month HQAF program in the three months ended Deeerdb, 2014. We reported in our Annual Report that,
based on then-recent estimates from the Califdtioispital Association, the extension of the HQAFgsemn
authorized by the legislation was expected to téswddditional revenues for our hospitals, nepafvider fees
and other expenses, of approximately $530 millieardhe three-year period ending December 31, 20/6.
have since updated our estimate to include expétf@AlF revenue associated with our operation of ldsért
Medical Center and a contribution to the HQAF pesgifrom the California Health Foundation & TrusGi
(c)(3) public benefit charity established to sporead support health care, including access tateate,
research and education. As of June 30, 2015, wecexipe 36-month HQAF program will result in reveador
our hospitals, net of provider fees and other egpsnof approximately $575 million in total.

Because we cannot predict what actions the federsdrnment or the states may take under existing
legislation and future legislation to address buidges, deficits, Medicaid expansion, providergeagrams or
Medicaid section 1115 waivers, we are unable tesssthe effect that any such legislation might laveur
business, but the impact on our future financialifian, results of operations or cash flows cowddmterial.
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Medicaid-related patient revenues recognized by élospital Operations and other segment from
Medicaid-related programs in the states in whidythare located, as well as from Medicaid programs i
neighboring states, for the six months ended 30n2015 and 2014 are set forth in the table below

Six Months Ended June 30,

2015 2014

Managec Managec
Hospital Location Medicaid Medicaid Medicaid Medicaid
Michigan $ 196 $ 150 $ 166 $ 125
California 163 191 70 105
Texas 126 116 135 108
Florida 51 81 91 33
Illinois 48 23 44 15
Missouri 39 10 32 3
Georgia 35 18 41 17
Pennsylvani: 33 98 38 94
Massachusett 19 24 17 23
North Caroling 14 3 13 2
South Carolin: 8 17 8 16
Alabama 7 — 6 —
Tennesse 3 16 3 13
Arizona (8) 57 6 56

$ 734 $ 804 $ 670 $ 610

Regulatory and Legislative Changes

Material updates to the information set forth im dmnual Report about the Medicare and Medicaid
payment systems are provided below.

Payment and Policy Changes to the Medicare Inpafeaspective Payment Systems

Under Medicare law, CMS is required to annuallyafedcertain rules governing the inpatient
prospective payment systems (“IPPS”"). The updatesmglly become effective October 1, the beginoiiie
federal fiscal year. On July 31, 2015, CMS issued Changes to the Hddpjtatient Prospective Payment
Systems for Acute Care Hospitals and Fiscal Yedb6Xates (“Final IPPS Rule”). The Final IPPS Rulgdudes
the following payment and policy changes:

« A market basket increase of 2.4% for Medicare sgradjusted diagnosis-related group (“MS-
DRG") operating payments for hospitals reportingafied quality measure data and that are
meaningful users of EHR technology (hospitals ttmhot report specified quality measure data
and/or are not meaningful users of EHR technoloiiyreceive a reduced market basket increase);
CMS is also making certain adjustments to the edoh2.4% market basket increase that result in
a net market basket update of 0.9% (before budgdtality adjustments), includin

« Market basket index and multifactor productivitguetions required by the ACA of 0.5% and
0.2%, respectively; an

« A documentation and coding recoupment reductiod.&¥ as required by the American
Taxpayer Relief Act of 201:

« Updates to the factors used to determine the anandhtistribution of Medicare uncompensated
care disproportionate sha*UC-DSH") payments

« A 0.85% net increase in the capital federal MS-Dfate; and

« A decrease in the cost outlier threshold from $2@,® $22,544.
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CMS projects that the combined impact of the paymaed policy changes in the Final IPPS Rule will
yield an average 0.4% increase in payments foritedsjin large urban areas (populations over orlkam). The
payment and policy changes result in an estima2¥% Hiecrease in our annual IPPS payments, whiddisyaan
estimated reduction of approximately $30 milliorour annual Medicare IPPS payments. Most of thisedese
is due to an expected decline in Medicare UC-DSnbarsement. Because of the uncertainty regardintpfs
that may influence our future IPPS payments bwiiddial hospital, including admission volumes, léngf stay
and case mix, we cannot provide any assurancesdirgaur estimate.

Payment and Policy Changes to the Medicare Inpatsiychiatric Facility Prospective Payment
System

On July 31, 2015, CMS issued the final rule updpdfedicare payment policies and rates for the
Medicare inpatient psychiatric facility (“IPF”) pspective payment system for FFY 2016 (“IPF-PPSIFina

Rule”). The IPPPS Final Rule includes the following payment aalicg change for IPFs:

« A net payment increase for IPFs of 1.7%, whicheat8 a market basket increase of 2.4% reduced
by market basket index and multifactor productidtjustments required by the ACA of 0.2% and
0.5%, respectively; an

« Anincrease in the outlier fixed-dollar loss threlshfrom $8,755 to $9,580.

At June 30, 2015, 21 of our general hospitals ateer|PF units. CMS projects that the payment
changes in the IPF-PPS Final Rule will result ireatimated total increase in aggregate IPF paynodrit$%,
which includes an average 1.6% increase for IP&umihospitals located in urban areas for FFY 2Q<ing
the urban IPF unit impact percentage as applieditdviedicare IPF payments for the nine months elddeé
30, 2015, the annual impact of the payment anatypakhanges in the IPF-PPS Final Rule may reswhin
estimated increase in our Medicare revenues ofoappately $ 1 million. Because of the uncertaiaggociated
with various factors that may influence our futlP& payments, including legislative action, adnuesrolumes,
length of stay and case mix, we cannot provideaasyirances regarding our estimate of the impabiese
changes.

Payment and Policy Changes to the Medicare Inpathabilitation Facility Prospective Payment
System

On July 31, 2015, CMS issued the final rule updpdfedicare payment policies and rates for the
Medicare inpatient rehabilitation facility (“IRFprospective payment system for FFY 2016 (“IRF-PRfIF
Rule”). The IRF-PPS Final Rule includes the follogripayment and policy changes for IRFs:

« A net payment increase for IRFs of 1.7%, whicheet a market basket increase of 2.4% reduced
by market basket index and multifactor productidtjustments required by the ACA of 0.2% and
0.5%, respectively; an

« A oneyear transition for the adoption of the newest €ffof Management and Budget delineati
for assigning the wage index to IR

At June 30, 2015, we operated one freestandingdR# 15 of our general hospitals operated IRF units
CMS projects that the payment changes in the IRE4PRal Rule will result in an estimated total iease in
aggregate IRF payments of 1.8%, which includesvanagie 1.7% increase for freestanding urban IRBsaan
average 1.9% increase for IRF units in hospitatatied in urban areas for FFY 2016. Using the agble
freestanding and urban IRF unit impact percentagespplied to our Medicare IRF payments for the mmonths
ended June 30, 2015, the annual impact of the patyamel policy changes in the IRF-PPS Final Rule naault
in an estimated increase in our Medicare reventiapgroximately $1 million. Because of the uncertgi
associated with various factors that may influemeefuture IRF payments, including legislative anti
admission volumes, length of stay and case mixtlaadelated effects of compliance with admissidteds, we
cannot provide any assurances regarding our egtiofahe impact of these changes.
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Proposed Payment and Policy Changes to the MediCartpatient Prospective Payment and
Ambulatory Surgical Center Payment Systems

On July 1, 2015, CMS released the Medicare Hos@itdpatient Prospective Payment System
(“OPPS”) and Ambulatory Surgical Center (“ASC") Pagnt System proposed changes for calendar year 2016
(“Proposed OPPS/ASC Rule”). The Proposed OPPS/AGE iRcludes the following proposed payment and
policy changes:

« An estimated net decrease in the OPPS rates of Bak#®d on an estimated market basket increase
of 2.7% reduced by a multifactor produc tivity estjment of 0.6%, an additional 0.2% adjustment
requi red by the Affordable Care Act an@.8% reduction to correct for inflation in OPPS peant
rates;

« Changes to the two-midnight rule under CMS’ shopiaitient hospital stay policy, including a case-
by-case exceptions policy for stays spa nning fatan two midnights, and t he shifting of patient
status medical review s from Medicare Administrativontractors to Qu ality Improvement
Organizations; an

o A 1.24% increase in the ASC payments rates.

CMS projects that the combined impact of the paytraed policy changes in the Proposed OPPS/ASC
Rule will yield an average 0.2% decrease in OPBpats for all facilities and an average 0.1% dasedn
OPPS payments for facilities in large urban arpag\flations over one million). According to CMStiesates,
the projected annual impact of the payment anctpalanges in the Proposed OPPS/ASC Rule on oilitiéec
is a negligible increase in Medicare outpatieneraies. Because of the uncertainty associated métproposals,
and the other factors that may influence our fu@RPS payments by individual facility, includingjigative
action, patient volumes and case mix, we cannotigecany assurances regarding this estimate.

The Medicare Access and CHIP Reauthorization A204b

On April 16, 2015, the President signed the Medicaezcess and CHIP Reauthorization Act of 2015,
which makes numerous changes to Medicare, Medieait pther healthcare and related programs, asawell
averts a 21% reduction to Medicare payments urgeMedicare Physician Fee Schedule (“MPFS”) tha wa
scheduled to take effect on April 1, 2015. Sigmifitprovisions of the legislation include:

« Freezing MPFS payment rates at then-current Idaekhe period from April 1 through June 30,
2015, and then increasing the rates by 0.5% faticses furnished during the last six months of
2015;

« Replacing the Sustainable Growth Rate (“SGR”) fdemwith new systems for establishing the
annual updates to payment rates for physi’ services in Medicare; specificall

- Payments made under the MPFS will increase by @&fgear for services furnished
during calendar years 2016 through 2C

« Payment rates for services on the MPFS will reraaithe 2019 level through 2025, but
the amounts paid to individual providers will bémct to adjustment through one of two
mechanisms, depending on whether the physiciarediogsarticipate in the Merit-Based
Incentive Payment System or an Alternative Payriviadel (‘APM”) program; anc

« For 2026 and subsequent years, there will be twmpat rates for services on the MPFS;
for providers paid through an APM program, paynratés will be increased each year by
0.75%, while payment rates for other providers bélincreased each year by 0.2!

« Temporarily extending through 2017 the CHIP andimiper of other expiring provisions, some of
which increase payments to hospitals, physiciadsaambulance provider
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- Delaying by one year the effective date and regise reductions to Medicaid DSH allotments to
states as required by the Affordable Care Act frarY 2017 to 2018

« Extending through the remainder of FFY 2015 the-taidnight rule regarding certain medical
patient status review activities conducted by MaicAdministrative Contractors and Recovery
Audit Contractors

« Making permanent a subsidy of Part B premiums éwstain low-income Medicare beneficiaries
and the availability of up to one year of additibMedicaid benefits for certain low-income
families who would otherwise lose such coverage;

» Partially offsetting the budgetary cost of thesevigions—largely by reducing updates to
Medicare’s payment rates for services furnishetidigpitals and providers of post-acute care, and
by increasing premiums paid by Medicare enrollebe thave relatively high incom

Proposed Payment and Policy Changes to the Medieaysician Fee Schedule

On July 8, 2015, CMS issued a proposed rule upgldtiea MPFS for calendar year 2016 (“MPFS
Proposed Rule”). The proposed rule contains vanmwasisions to update payment rates and policresuding
the 0.5% percent update to the payment rates meshtigtthe Medicare Access and CHIP Reauthorizatin
of 2015 described above, along with quality prayisi for services furnished under the MPFS. Theqwmeg rule
also begins to implement other provisions undeiaieg which will over time replace the SGR formubdth
new payment systems for physicians and other piawrs. Other proposals in the MPFS Proposed Rule
include:

« New exceptions to the physician <referral law a llowing payments to physicians topeloy non-
physician practitioners and a llowing timeshamamagements for the use of office space,
equipment, personnel, supplies and other senii@dbenefit rural or underserved ar;

» Additional guidance and clarification of terminojorglated to how financial relationships are
documented

» Clarification of the calculation of the percentagghysician ownership of a hospital, which is
limited under the Affordable Care Act, to specifat the percentage would include all doctors
rather than just those who refer to the hospitadt

« Providing payment for certain advance care plansawgices provided by physicians and other
practitioners to Medicare beneficiarir

Comprehensive Care for Joint Replacement Proposeel R

On July 9, 2015, CMS issued the Comprehensive foadint Replacement (“CCJR") Proposed Rule
(“CCJR Proposed Rule”). The CCJR Proposed Rulednuires a fee-for-service demonstration payment mode
that will hold hospitals financially accountable the quality of care delivered to Medicare feedervice
beneficiaries for lower extremity joint replacemé@mtEJR”) (i.e., hip and knee replacement) episoffem
surgery through recovery for a period of 90 dayeang discharge. Major provisions of the CCJR fused
Rule include:

« Afive-year demonstration period commencing on dayd, 2016;

« Implementing the proposed CCJR model in 75 geogeapieas, defined by metropolitan
statistical areas (“MSASs"); by definition, MSAs ateunties associated with a core urban area
that has a population of at least 50,C

« Mandatory participation for all hospitals, with lited exceptions, located in one of the 75
selected areas (participating hospitals are refdoes‘anchor hospita”);
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» Holding participant hospitals financially accouriafor the quality and cost of an LEJR
episode of care, and incentivizing increased coattéin of care among hospitals, physicians
and pos-acute care provider

« Including all LEJR episodes defined by the admissiban eligible Medicare fee-for-service
beneficiary to a hospital paid under the IPPS ¢vantually results in a discharge classified
and paid under MS-DRG 469 or 470 (major joint repfaent or reattachment of lower
extremity with major complications or comorbiditi@sajor joint replacement or reattachment
of lower extremity without major complications arroorbidities, respectively

« Including all services (e.g., hospital, physiciskilled nursing facility, post-acute care and
home health services) related to the episode pedvid the patient for 90 days following
discharge

« Setting Medicare episode “target” prices for eaattipipant hospital that is based on 98% of
the estimated aggregate payment for all relatedcges received by eligible Medicare fee-for-
service beneficiaries who have LEJR proceduresaatitospital

« Paying all providers and suppliers separately uttteusual fee-for-service payment system
rules and procedures of the Medicare program fimoele services throughout the ye

« Comparing actual spending for the LEJR episodesah demonstration year to the Medicare
episode target price for the responsible hosy

« Waiving of certain rules (e.g., the three-day amate prior hospitalization requirement for
care in a skilled nursing facility

« Making incentive payments to or collecting overpays, subject to certain limits, from the
anchor hospital, depending on the quality and el@smggregate spending performance;

« Holding the anchor hospitals harmless from repaymienthe first year of the demonstration.

As of June 30, 2015, 25 of our acute care hospataldocated in one of the 75 MSAs selected by CMS
for the demonstration program. The CCJR Proposée iRisubject to a 60-day comment period that espim
September 8, 2015. We cannot predict what impkahyi, the CCJR Proposed Rule will have on ourtiepa
volumes, net revenues or cash flows.

PRIVATE INSURANCE
Managed Care

We currently have thousands of managed care castrath various HMOs and PPOs. HMOs generally
maintain a full-service healthcare delivery netwooknprised of physician, hospital, pharmacy andllang
service providers that HMO members must accessigifiran assigned “primary care” physician. The matabe
care is then managed by his or her primary carsipiayn and other network providers in accordanda thie
HMOQO's quality assurance and utilization review glides so that appropriate healthcare can be et
delivered in the most cost-effective manner. HM¢sdally provide reduced benefits or reimbursen{ennone
at all) to their members who use non-contractedttnesre providers for non-emergency care.

PPOs generally offer limited benefits to members whe non-contracted healthcare providers. PPO
members who use contracted healthcare provideesveea preferred benefit, typically in the formlofver co-
pays, co-insurance or deductibles. As employerssamployees have demanded more choice, managed care
plans have developed hybrid products that comldements of both HMO and PPO plans, including high-
deductible healthcare plans that may have limitefits, but cost the employee less in premiums.
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The amount of our managed care net patient reveshuré@yg the six months ended June 30, 2015 and
2014 was $5.1 billion and $4.4 billion, respedyvépproximately 61% of our managed care net petie
revenues for the six months ended June 30, 201%5l@rased from our top ten managed care payersoNaiti
payers generated approximately 49% of our totahretaged care revenues. The remainder comes from r
egional or local payers. At June 30, 2015 andeldaer 31, 2014 , approximately 62% and 60%, sy,
of our net accounts receivable for our Hospital @pens and other segment were due from managed car
payers.

Revenues under managed care plans are based prioragayment terms involving predetermined
rates per diagnosis, per-diem rates, discounteébfeservice rates and other similar contractued@gements.
These revenues are also subject to review andipp@ssidit by the payers, which can take severalsyieefore
they are completely resolved. The payers are bilegatient services on an individual patient basin
individual patient’s bill is subject to adjustmemt a patient-by-patient basis in the ordinary cewfsbusiness by
the payers following their review and adjudicatafreach particular bill. We estimate the discodats
contractual allowances at the individual hospigakl utilizing billing data on an individual patigmasis. At the
end of each month, on an individual hospital bagésgstimate our expected reimbursement for patigit
managed care plans based on the applicable cotdratwt. We believe it is reasonably likely for théo be an
approximately 3% increase or decrease in the edr@ntractual allowances related to managedpans.
Based on reserves at June 30, 2015, a 3% incoedserease in the estimated contractual allowamegd
impact the estimated reserves by approximately $illlon. Some of the factors that can contribwtehanges
in the contractual allowance estimates includecfiBnges in reimbursement levels for procedurggpl®s and
drugs when threshold levels are triggered; (2) ghann reimbursement levels when stop-loss oreyuttnits
are reached; (3) changes in the admission statapafient due to physician orders subsequenittalin
diagnosis or testing; (4) final coding of in-howsa discharged-not-final-billed patients that cleang
reimbursement levels; (5) secondary benefits detexdnafter primary insurance payments; and
(6) reclassification of patients among insuran@aglwith different coverage levels. Contractualvaiince
estimates are periodically reviewed for accuracyabyng into consideration known contract termsyali as
payment history. Although we do not separately audate and disclose the aggregate amount of adgu#to
the estimated reimbursement for every patient il believe our estimation and review process esals to
identify instances on a timely basis where sucimadés need to be revised. We do not believe tivere any
adjustments to estimates of patient bills that weagerial to our operating income. In addition,ocorporate-
wide basis, we do not record any general provifdoradjustments to estimated contractual allowahces
managed care plans.

We expect managed care governmental admissiorstmae to increase as a percentage of total
managed care admissions over the near term. Hontleemanaged Medicare and Medicaid insurance plans
typically generate lower yields than commercial aged care plans, which have been experiencing proirad
pri cing trend. Although we have had i mproved yeagr-year managed care pricing, we expect some
moderation in the pricing percentage increaseaturé years. In the six months ended June 30, 20Ub
commercial managed care net inpatient revenuedmisaion from our acute care hospitals was appratem
76% higher than our aggregate yield on a per adomssasis from government payers, including managed
Medicare and Medicaid insurance plans.

Indemnity

An indemnity-based agreement generally requiresnthdarer to reimburse an insured patient for
healthcare expenses after those expenses havénbaered by the patient, subject to policy condisand
exclusions. Unlike an HMO member, a patient witheimnity insurance is free to control his or helizgtion of
healthcare and selection of healthcare providers.

SELF-PAY PATIENTS

Self-pay patients are patients who do not quabfygovernment programs payments, such as Medicare
and Medicaid, do not have some form of private iasae and, therefore, are responsible for their m&dical
bills. A significant portion of our self-pay patisns admitted through our hospitals’ emergencyadiepents and
often requires high-acuity treatment that is margtly to provide and, therefore, results in highidimgs, which
are the least collectible of all accounts.
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Self-pay accounts pose significant collectabilitplgems. At June 30, 2015 and December 31, 2014 ,
approximately 5% and 7%, respectively, of our mebants receivable for our Hospital Operations atine:r
segment were due from self-pay patients. Furthsigrficant portion of our provision for doubtfatcounts
relates to self-pay patients, as well as co-pagsdaductibles owed to us by patients with insurakiée provide
revenue cycle management services through our €osubsidiary. Under the Dodd-Frank Wall StreetoRaf
and Consumer Protection Act (the “Dodd-Frank Aci’yew Consumer Financial Protection Bureau (“CHPB”
was formed within the U.S. Federal Reserve to ptertransparency, simplicity, fairness, accountabdind
equal access in the market for consumer financ@dyxts or services, including debt collection sms. The
Dodd-Frank Act gives significant discretion to BEPB in establishing regulatory requirements and
enforcement priorities. We believe that the CFPgutatory and enforcement processes will have afgignt
impact on Conifer’s operations. For additional mf@ation, see Item 1, Business — Regulations Afferti
Conifer’'s Operations, in Part | of our Annual Repor

Conifer has performed systematic analyses to foousttention on the drivers of bad debt expense fo
each hospital. While emergency department useeipitimary contributor to our provision for doubthdcounts
in the aggregate, this is not the case at all aispiAs a result, we have been increasing oursfecutargeted
initiatives that concentrate on non-emergency depart patients as well. These initiatives are idezhto
promote process efficiencies in collecting self-pagounts, as well as co-pay and deductible amauvdsl to us
by patients with insurance, that we deem highlyectible. We are dedicated to modifying and refinour
processes as needed, enhancing our technologyrgmaviing staff training throughout the revenue eyotocess
in an effort to increase collections and reduce®ants receivable.

Over the longer term, several other initiativeshage previously announced should also help address
this challenge. For example, cdiompact with Uninsured PatientSCompact”) is designed to offer managed
care-style discounts to certain uninsured patievitéch enables us to offer lower rates to thoseeptt who
historically had been charged standard gross chafgsignificant portion of those charges had presly been
written down in our provision for doubtful accountinder the Compact, the discount offered to uniedu
patients is recognized as a contractual allowanbésh reduces net operating revenues at the timsel-pay
accounts are recorded. The uninsured patient atg;aust of contractual allowances recorded, arddéur
reduced to their net realizable value through miowi for doubtful accounts based on historicalestibn trends
for self-pay accounts and other factors that affeetestimation process.

We also provide charity care to patients who ararfcially unable to pay for the healthcare services
they receive. Most patients who qualify for chadgre are charged a per-diem amount for servicesved,
subject to a cap. Except for the per-diem amouwntspolicy is not to pursue collection of amounggedmined to
qualify as charity care; therefore, we do not refluese amounts in net operating revenues. Massstiaclude
an estimate of the cost of charity care in therdeiteation of a hospital’s eligibility for MedicailDSH payments.
These payments are intended to mitigate our cashadmpensated care, as well as reduced Medicading
levels. Generally, our method of measuring theyestiéd costs uses adjusted self-pay/charity padiyg
multiplied by selected operating expenses (whicluihe salaries, wages and benefits, supplies drat ot
operating expenses) per adjusted patient day. djustad self-pay/charity patient days represeriisahself-
pay/charity patient days adjusted to include sefffpharity outpatient services by multiplying adtseif-
pay/charity patient days by the sum of gross sajfigharity inpatient revenues and gross self-payith
outpatient revenues and dividing the results bggself-pay/charity inpatient revenues. The folluyviable
shows our estimated costs (based on selected mgeexipenses) of caring for self-pay patients amatity care
patients, as well as revenues attributable to DiHadher supplemental revenues we recognizedeithtiee and
six months ended June 30, 2015 and 2014:

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Estimated costs for:
Self-pay patients $ 168 $ 167 $ 332 § 353
Charity care patients $ 37 % 55 $ 73 $ 95
DSH and other supplemental revenues $ 220 $ 157 $ 467 $ 311

The expansion of health insurance coverage hakedso an increase in the number of patients using
our facilities who have either health insurancehaxge or government healthcare insurance prograsrage.
However, we continue to have to provide uninsurisdalints and charity care due to the failure destto
expand Medicaid
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coverage and for persons living in the countrygélly who are not permitted to enroll in a heatthurance
exchange or government healthcare insurance program

RESULTS OF OPERATIONS
The following two tables summarize our net opeatievenues, operating expenses and operating

income from continuing operations, both in dollexaunts and as percentages of net operating reverniogs
the three and six months ended June 30, 2015 ad 20

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net operating revenue
General hospital $ 4,120 $ 3,778 $ 8,237 $ 7,514
Other operation 724 580 1,394 1,149
Net operating revenues before provision for doubtfu
accounts 4,844 4,358 9,631 8,663
Less provision for doubtful accour 352 320 715 700
Net operating revenues 4,492 4,038 8,916 7,963
Equity in earnings of unconsolidated affiliates 16 4 20 5
Operating expense
Salaries, wages and bene 2,185 1,956 4,310 3,877
Supplies 707 649 1,394 1,277
Other operating expenses, 1,081 1,035 2,174 2,034
Electronic health record incentiv (33) (58) (39) (67)
Depreciation and amortizatic 197 209 404 402
Impairment and restructuring charges, and
acquisitior-related cost 193 32 222 53
Litigation and investigation cos 14 12 17 15
Operating income $ 164 $ 207 $ 454 $ 377
Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net operating revenut 100.0% 100.0% 100.0% 100.0%
Equity in earnings of unconsolidated affiliates 0.4% 0.1% 0.2% 0.1%
Operating expenses:
Salaries, wages and benefits 48.6% 48.4% 48.3% 48.7%
Supplies 15.7% 16.1% 15.6% 16.0%
Other operating expenses, net 24.1% 25.6% 24.4% 25.6%
Electronic health record incentives (0.7% (1.4% (0.41% (0.8)%
Depreciation and amortization 4.4% 5.2% 4.5% 5.0%
Impairment and restructuring charges, and
acquisition-related costs 4.3% 0.8% 25% 0.7%
Litigation and investigation costs 0.3% 0.3% 0.2% 0.2%
Operating income 3.7% 5.19 51% 4.7%

Net operating revenues of our general hospitalsidecinpatient and outpatient revenues for services
provided by facilities in our Hospital Operationgdaother segment, as well as nonpatient revenugs (ental
income, management fee revenue, and income frovitesrsuch as cafeterias, gift shops and parkind)ogher
miscellaneous revenue. Net operating revenueshef aperations primarily consist of revenues from
(1) physician practices, (2) a long-term acute taspital, (3) our Ambulatory Care segment, (4yises
provided by our Conifer subsidiary to third partéesl (5) our health plans. Revenues from our géhespitals
represented approximately 85% and 87% of our tethbperating revenues before provision for douibtfu
accounts for the three months ended June 30, 261 2@i4 , respectively, and 86% and 87% for thergirths
ended June 30, 2015 and 2014, respectively.
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Net operating revenues from our other operatione$&24 million and $580 million in the three
months ended June 30, 2015 and 201 4 , respectaady$1.394 billion and $1.149 billion in the awonths
ended June 30, 2015 and 2014 , respectively .fidrease in net operating revenues from other dpesat
during 2015 primarily relates to revenue cycle gy provided by our Conifer subsidiary, as weltagnues
from our USPI joint venture and Aspen acquisitioar, health plans and physician practices. Equitpiags of
unconsolidated affiliates were $16 million and $i#flion for the three months ended June 30, 2015201d} ,
respectively , and $20 million and $5 milliontire six months ended June 30, 2015 and 2014 ,cisgy .

The following table shows selected operating expems our three reportable business segments.
Information for our Hospital Operations and othegreent is presented on a same-hospital basis, widkides
the results of our same 77 hospitals and six hexddiiis operated throughout the three and six manted June
30, 2015 and 2014 . The results of TRMC, in whighagquired a majority interest on June 3, 2014pR&s
Health Hospital, which we opened on June 24, 26td,Emanuel Medical Center, which we acquired on
August 1, 2014, are excluded. Certain previoughpreed information has been reclassified to conftorthe
current-year presentation , primarily related to foeestanding ambulatory surgery and diagnostagiimg
centers that were contributed to the USPI jointanen These outpatient facilities were formerlytpdrour
Hospital Operations and other segment, but areneparted as part of our new Ambulatory Care segment

Continuing Operations

Three Months Ended June 30, Six Months Ended June 30,
Increase Increase
Selected Operating Expense 2015 2014  (Decrease 2015 2014 (Decrease
Hospital Operations and other — Same
Hospital
Salaries, wages and benefits $ 1,897 $ 1,750 84% $ 3,768 $ 3,478 8.3%
Supplies 666 634 5.0% 1,323 1,248 6.0%
Other operating expenses 958 948 1.1% 1,942 1,863 4.2%
Total $ 3521 $ 3,332 57% $ 7,033 $ 6,589 6.7%
Salaries, wages and benefits per
adjusted patient admissiéh $ 5566 $ 5,304 49% $ 5527 $ 5,365 30%
Supplies per adjusted patient admis:
@ 1,950 1,900  2.6% 1,037 1,903  18%

Other operating expenses per adjusted
patient admissiofY 2,836 2,881 (1.6)% 2,876 2,880 (0.1%
Total per adjusted patient admissio $10,352 $ 10,085 26% $ 10,340 $ 10,148 1.9%
Conifer

Salaries, wages and benefits $ 209 $ 178 174% $ 402 $ 349  15.2%
Other operating expenses 71 63 12.7% 138 129 7.0%
Total $ 280 $ 241 162% $ 540 $ 478  13.0%
Ambulatory Care
Salaries, wages and benefits $ 441 $ 22 864% $ 65 $ 42  548%
Supplies 28 14 100.0% 45 28 60.7%
Other operating expenses 30 18  66.7% 51 34  50.0%
Total $ 99 $ 54 833% $ 161 $ 104  54.8%
Rent/lease expenge
Hospital Operations and other $ 54 $ 48 125% $ 106 $ 94  12.8%
Conifer 4 5  (20.0% 7 11 (36.4%
Ambulatory Care 6 5 20.0% 13 11 182%
Total $ 64 $ 58 10.3% $ 126 $ 116 8.6 %

(1) Adjusted patient days/admissions represents aptint days/admissions adjusted to include owpaservices provided by facilities
in our Hospital Operation and other segment by iplyihg actual patient days/admissions by the sfigrass inpatient revenues and
outpatient revenues and dividing the results bgginpatient revenues.

(2 Included in other operating expenses.
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RESULTS OF OPERATIONS BY SEGMENT

Our operations are reported under three segmentpitdl Operations and other, which is focused on
operating acute care hospitals, urgent care fasiland health plans; Conifer, which operates neg@ycle
management and patient communication and engagemesntes businesses; and Ambulatory Care, which is
comprised of our freestanding ambulatory surged/iaraging centers, short-stay surgery centers aspis
hospitals and clinics.

H ospital O perations and O ther S egment

The following tables show operating statistics of oontinuing operations hospitals on a same-halspit
basis, which includes the results of our same Bpitals and six health plans operated throughthe three and
six months ended June 30, 2015 and 2014 . Thitses TRMC, in which we acquired a majority irdet on
June 3, 2014, Resolute Health Hospital, which weneg on June 24, 2014, and Emanuel Medical Cemitéch
we acquired on August 1, 2014, are excluded. aBepreviously reported information has been resifesl to
conform to the current-year presentation , pripaglated to our freestanding ambulatory surgeydingnostic
imaging centers that were contributed to the USRIt jventure. These outpatient facilities were feriy part of
our Hospital Operations and other segment, bubavereported as part of our new Ambulatory Carersay.

Same-Hospital
Continuing Operations

Three Months Ended June 30, Six Months Ended June 30,
Increase Increase
Admissions, Patient Days and Surgerie 2015 2014 (Decrease 2015 2014 (Decrease
Total admissions 197,39C 194,167 1.7% 401,205 388,440 33%
Adjusted patient admissiofts 340,791 333,073 2.3% 681,626 654,988 41%
Paying admissions (excludes
charity and uninsured) 187,028 183,267 2.1% 380,057 365,010 41%
Charity and uninsured admissions 10,361 10,900 (4.9% 21,148 23,430 (9.7%
Admissions through emergency
department 125,468 121,872 3.0% 255,708 244,473 4.6 %
Paying admissions as a percentage % @ %@
of total admissions 94.8% 94.4% 0.4 94.7% 94.0% 0.7
Charity and uninsured admission
as a percentage of total % @ %@
admissions 5.2% 56% (0.4 5.3% 6.0%  (0.7)
Emergency department admissions
as a percentage of total % @ %@
admissions 63.6 % 62.8% 0.8 63.7% 62.9% 0.8
Surgeries — inpatient 54,225 53,205 1.9% 107,055 104,781 22%
Surgeries — outpatient 71,122 70,254 1.2% 137,922 136,521 1.0%
Total surgeries 125,347 123,459 1.5% 244,977 241,302 1.5%
Patient days — total 913,127 905,839 0.8% 1,871,492 1,835,002 2.0%
Adjusted patient day8 1,558,637 1,538,03¢ 1.3%  3,14512i 3,061,35¢ 2.7%
Average length of stay (days) 4.63 4.67 (0.9% 4.66 4.72 1.3%
Number of hospitals (at end
period) 77 77 = 77 77 =
Licensed beds (at end of period) 20,419 20,355 0.3% 20,419 20,355 0.3%
Average licensed beds 20,419 20,304 0.6 % 20,416 20,280 0.7%
% @ %(2)
Utilization of licensed bed¥ 49.1% 49.0% 0.1 50.6 % 500% 06

(1)  Adjusted patient admissions/days represents aptieant admissions/days adjusted to include owpaservices provided by facilities
in our Hospital Operations and other segment bytiplyihg actual patient admissions/days by the sfigross inpatient revenues and
outpatient revenues and dividing the results bgginpatient revenues.

(20 The change is the difference between 2015 and &6ttints shown.

(3  Utilization of licensed beds represents patiensdiyided by number of days in the period dividgcalierage licensed beds.
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Same-Hospital
Continuing Operations

Three Months Ended June 30, Six Months Ended June 30,
Increase Increase

Outpatient Visits 2015 2014 (Decrease 2015 2014 (Decrease
Total visits 2,013,92€  1,924,57: 46%  3,958,90( 3,744,204 5.7%
Paying visits (excludes charity

and uninsured) 1,858,22F  1,758,64¢ 57%  3,649,78¢ 3,416,15¢ 6.8 %
Charity and uninsured visits 155,701 165,926 (6.2)% 309,115 328,051 (5.8%
Emergency department visits 715,897 699,423 24% 1,429,931 1,364,42¢ 48%
Surgery visits 71,122 70,254 1.2% 137,922 136,521 1.0%
Paying visits as a percentage of %W %®

total visits 92.3% 91.4% 0.9 92.2% 91.2% 1.0
Charity and uninsured visits as a %@ %W

percentage of total visits 7.7% 8.6% (0.9 7.8% 8.8%  (1.0)

(1) The change is the difference betw2015 and 2014 amounts shov

Same-Hospital
Continuing Operations

Three Months Ended June 30, Six Months Ended June 30,
Increase Increase
Revenues 2015 2014 (Decrease 2015 2014 (Decrease
Net operating revenut $ 3923 $ 3674 68% $ 7844 $ 7245 83%
Revenues from charity and the uninsured $ 249 $ 240 3.8% $ 500 $ 556 (8.5%
Net inpatient revenue® $ 2576 $ 2400 73% $ 5224 $ 4840 79%
Net outpatient revenud” $ 1438 $ 1355 61% $ 2815 $ 2632 7.0%

(1) Netinpatient revenues and net outpatient revenuescan@onents of net operating revenues. Net inpatésenues include stpay
revenues of $93 million and $79 million for tiedge months ended June 30, 2015 and 2014, resggcand $156 million and
$220 million for the six months ended June 30,5281d 2014 , respectively. Net outpatient reveimesde self-pay revenues $19¢
million and $220 million for the three months eddJune 30, 2015 and 2014, respectively, and $8illlon and $336 million for the
six months ended June 30, 2015 and z, respectively

Same-Hospital
Continuing Operations

Three Months Ended June 30, Six Months Ended June 30,

Revenues on a Per Admission, Per Patient Di Increase Increase

and Per Visit Basis 2015 2014 (Decrease 2015 2014 (Decrease
Net inpatient revenue per admiss $ 13,050 $ 12,360 56% $ 13,021 $ 12,460 45%
Net inpatient revenue per patient ¢ $ 2821 $ 2,649 65% $ 2791 $ 2638 5.8%
Net outpatient revenue per vi $ 714 $ 704 14% $ 7112 $ 703 11%
Net patient revenue per adjus

patient admissiofY $ 11,778 $ 11274 45% $ 11,794 $ 11,408 3.4%
Net patient revenue per adjusted pat

day® $ 2575 $ 2441 55% $ 2556 $ 2441 4.7%

(1) Adjusted patient admissions/days represents apaint admissions/days adjusted to include owpaserviceprovided by facilities
in our Hospital Operations and other segment bytipiyihg actual patient admissions/days by the sifirgross inpatient revenues and
outpatient revenues and dividing the results bgginpatient revenue
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Same-Hospital
Continuing Operations

Three Months Ended June 30, Six Months Ended June 30,
Increase Increase
Provision for Doubtful Accounts 2015 2014 (Decrease 2015 2014 (Decrease’
Provision for doubtful accounts $342  $319 72% $ 696 $ 698 (0.3%
Provision for doubtful accounts as a
percentage of net operating revenues %W % ®
before provision for doubtful accounts g.0% 8.0% — 8.1% 8.8% (0.7)

(1) The change is the difference betwi2015 and 2014 amounts shou

Revenues

Same-hospital net operating revenues increased $#H4@n, or 6.8% , during the three months ended
June 30, 2015 compared to the three months enaed3ly 2014. The increase in same-hospital neatpgr
revenues in the 2015 period is primarily due tdkiginpatient and outpatient volumes, improved terof our
managed care contracts, incremental net revenoestfre California provider fee program of $41 rmoifliand an
increase in our other operations revenues. Fahtlee months ended June 30, 2015 and 2014 , oopeedting
revenues attributable to Medicaid DSH and othepkaipental revenues were approximately $215 miliod
$157 million, respectively . Same-hospital net gyt revenues increased $176 million, or 7.3%d, same-
hospital admissions increased 1.7% in the threeimsceended June 30, 2015 compared to the 2014 p&vied
believe our volumes were positively impacted byémgental market share we generated through improved
physician alignment and service line expansioryrizusce coverage for a greater number of individuald a
strengthening economy. We believe our inpatientw@ levels continue to be constrained by an ineréas
patients with high-deductible health insurance pland industry trends reflecting the shift of dartdinical
procedures being performed in an outpatient settitiger than an inpatient setting. Same-hospitainpatient
revenue per admission increased 5.6% , primarig/tduhe improved terms of our managed care castead
incremental California provider fee program neteryes of $41 million, in the three months endea: Jun
30, 2015 . Same-hospital net outpatient revemaesased $83 million, or 6.1 %, and same-hospitbatient
visits increased 4.6% in the three months ended 30n2015 compared to the three months ended June
30, 2014 . Growth in outpatient revenues and vokimas primarily driven by improved terms of our raged
care contracts and increased outpatient volumési@asociated with our outpatient development nogr
Same-hospital net outpatient revenue per visieiased 1.4 % primarily due to the improved termsuof
managed care contracts.

Same-hospital net operating revenues increased®888n, or 8.3% , during the six months ended
June 30, 2015 co mpared to the six months endexl3Wr2014. The increase in same-hospital net tipgra
revenues in the 2015 period is prima rily due ghker inpatient and outpatient volumes, improvethgof our
managed care contracts, incremental net revenoestfre California provider fee program of $83 mifliand an
increase in our other operations revenues. Fasithmonths ended June 30, 2015 and 2014, our reeatipg
revenues attributable to Medicaid DSH and othepkaipental revenues were approximately $458 miliiad
$311 million, respectively . Same-hospital ngtatient revenues increased $384 million, or 7.98#td, same-
hospital admissions increased 3.3% in the six nwetided June 30, 2015 compared to the 2014 p&yied.
believe our volumes were positively impacted byéngental market share we generated through improved
physician alignment and service line expansionyrizusce coverage for a greater number of individuald a
strengthening economy. Same-hospital net inpateargnue per admission increased 4.5% , primarig/tdihe
improved terms of our managed care contracts arénmen tal California provider fee program net rawes of
$83 million, in the six months ended June 30, 20%8me-hospital net outpatient revenues increate8 $
million, or 7.0% , and same-hospital outpatigsits increased 5.7% in the six months ended JOn&G@L5
compared to the six months ended June 30, 201dwtGiin outpatient revenues and volumes was prignari
driven by improved terms of our managed care cotdrand increased outpatient volume levels assatiaith
our outpatient development program. Same-hospétiabutpatient revenue per visit increased 1.1% gmilsndue
to the improved terms of our managed care contracts
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Provision for Doubtful Accounts

S ame-hospital provision for doubtful accounts asm@entage of net operating revenues before
provision for doubtful accounts was 8.0% for bdth three months ended June 30, 2015 and 2014, &¥dathd
8.8% for the six months ended June 30, 2015 and,2@%pectively. The table below shows the net autso
receivable and allowance for doubtful accounts dyep at June 30, 2015 and December 31, 2014 .

Medicare

Medicaid
Net cost report settlements payable
valuation allowance

Managed car
Self-pay uninsure(

Self-pay balance after insuran
Estimated future recoveries from
accounts assigned to our Conifer
subsidiary

Other payer:

Total Hospital Operations and ott
Ambulatory Care

Total discontinued operatiol

June 30, 201t December 31, 201.
Accounts Accounts
Receivable Receivable
Before Before
Allowance Allowance Allowance Allowance
for Doubtful  for Doubtful for Doubtful  for Doubtful
Accounts Accounts Net Accounts Accounts Net
$ 377 $ — $ 377 $ 323 $ — $ 323
119 — 119 153 — 153
(38) — (38) (51) — (51)
1,650 111 1,539 1,528 99 1,429
433 395 38 578 482 96
235 155 80 210 133 77
133 — 133 125 — 125
350 225 125 337 125 212
3,259 886 2,373 3,203 839 2,364
141 12 129 49 12 37
3 — 3 4 1 3
$ 3,403 $ 898 $2505 $ 3,256 $ 852 $2,404

A significant portion of our provision for doubtfabcounts relates to self-pay patients, as walbas
pays and deductibles owed to us by patients withremce. Collection of accounts receivable has hday area
of focus, particularly over the past several yeAtslune 30, 2015, our collection rate on self-pagounts was
approximately 24.5% . Our self-pay collection raglude s payments made by patients, includingags@and
deductibles paid by patients with insurance. Basedur accounts receivable from self-pay patients@-pays
and deductibles owed to us by patients with insteraat June 30, 2015 , a 10% decrease or increase #elf-
pay collection rate, or approximately 3%, which lvetieve could be a reasonably likely change, woetdlt in
an unfavorable or favorable adjustment to provisardoubtful accounts of approximately $10 mitlio

Payment pressure from managed care payers alsdsaffigr provision for doubtful accounts. We
typically experience ongoing managed care paymelatyd and disputes; however, we continue to wotk wi
these payers to obtain adequate and timely reirement for our services. Our estimated collectide filom
managed care payers was approximately 98.2% at3lyr015 .
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We manage our provision for doubtful accounts usiogpital-specific goals and benchmarks such as
(1) total cash collections, (2) point-of-serviceltaollections, (3) accounts receivable days oudistg (“AR
Days”), and (4) accounts receivable by aging catedgthe following tables present the approximatmadpy
payer of our net accounts receivable from Hos@fa¢rations and other segment of $2.411 billicsh$2415
billion at June 30, 2015 and December 31, 20&4pectively, excluding cost report settlements pleyand
valuation allowances of $38 million and $51 noitliat June 30, 2015 and December 31, 2014 , résglgct

June 30, 201t
Indemnity,
Managed SeltPay
Medicare Medicaid Care and Other Total
0-60 days 89 % 42 % 67 % 27 % 62 %
61-120 days 6 % 23% 15% 18 % 14 %
121-180 days 3% 14 % 7% 12 % 7%
Over 180 days 2% 21% 11% 43 % 17 %
Total 100 % 100 % 100 % 100 % 100 %
December 31, 201.
Indemnity,
Managed SeltPay
Medicare Medicaid Care and Other Total
0-60 days 81 % 44 % 66 % 29 % 61 %
61-120 days 9 % 22% 16 % 19% 16 %
121-180 days 4 % 12 % 7% 11% 7%
Over 180 days 6 % 22 % 11% 41 % 16 %
Total 100%  100%  100% 100%  100%

At June 30, 2015, we had a cumulative total ofgpdtaccount assignments to our Conifer subsidiary
dating back at least three years or older of apprately $2.7 billion related to our continuing ogtons, but
excluding our newly acquired hospitals. These antohave already been written off and are not ohetlin our
receivables or in the allowance for doubtful acasphowever, an estimate of future recoveries fadinthe
accounts assigned to our Conifer subsidiary isrdeted based on our historical experience and dexbin
accounts receivable.

Patient advocates from Conifer's Medicaid EligifyilProgram (“MEP”) screen patients in the hospital
to determine whether those patients meet eligjhibyuirements for financial assistance prograrhgeyTalso
expedite the process of applying for these goventipegrams. Receivables from patients who arenpiaiéy
eligible for Medicaid are classified as Medicaich@img, under the MEP, with appropriate contractll@wances
recorded. At the present time, our newly acquieailifies are beginning to implement this progr&ased on
recent trends, approximately 96% of all accoumthé MEP are ultimately approved for benefits urade
government program, such as Medicaid. The followatile shows the approximate amount of accounts
receivable in the MEP still awaiting determinatifreligibility under a government program at JuBe 2015
and December 31, 2014 by aging category for theiteds currently in the program.

June 30, December 31

2015 2014
0-60 days $ 77 % 85
61-120 days 15 20
121-180 days 7 10
Over 180 days 18 16
Total $ 117 $ 131

Salaries, Wages and Benefits
Salaries, wages and benefits expense as a pereasftagt operating revenues in creased 0.2% for the

three months ended June 30, 2015 compared toréae itonths ended June 30, 2014 . Same-hospitaksala
wages and
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benefits per adj usted patient admission increbgeapproximately 4.9% in the three months endee Ju

30, 2015 compared to the same period in 2014 . diasge is primarily due to a greater number ofleygul
physicians, annual merit increases for certainunfemployees, increased contract labor costs jremdased
employee health benefits and incentive compensatists. Salaries, wages and benefits expenseddhtbe
months ended June 30, 2015 and 2014 included bas#d compensation expense of $18 million and $14
million, respectively .

Salaries, wages and benefits expense as a pereaftagt operating revenues decreased 0.4% for the
six months ended June 30, 2015 co mpared to theamnths ended June 30, 2014 . Same-hospital salariges
and benefits per adjusted patient admission inecebg 3.0% in the six months ended June 30, 2015
mpared to the same period in 2014. This changgrsaply due to a greater number of employed phgsis,
annual merit increases for certain of our employeeseased contract labor costs , and increas@ibgee
health benefits and incentive compensation costisrigs, wages and benefits expense for the siximanded
June 30, 2015 and 2014 included stock-based compenexpense of $36 million and $26 million,
respectively.

At June 30, 2015, approximately 19% of our emeés were represented by labor unions. These
employees, primarily registered nurses and seasickmaintenance workers, are located at 38 of aspitals,
the majority of which are in California, FloridagMichigan. We currently have three expired corigand are
negotiating renewals. In Detroit, we are also eutly renegotiating wages for lab assistants andies
pursuant to the terms of an existing collectivegbaning agreement. In addition, we are negotiatimge first
contracts where employees recently s elected usjoresentation at Doctor’'s Medical Center of Modest
Hahnemann University Hospital and Saint Vincent pitas at Worcester Medical Center. These bargainimits
comprise less than 300 em ployees combined, asreall percentage of our employee population. At time,
we are unable to predict the outcome of the netjmtis, but increases in salaries, wages and beragfitld result
from these agreements. Furthermore, there is aljldgshat strikes could occur during the negtita process,
which could increase our labor costs and have garad effect on our patient admissions an d netatipg
revenues. Additional organizing activities by lalbions could increase our level of union represtéon in the
future .

Supplies

Supplies expense as a percentage of net operatirgues decreased by 0.4% for both the three and
six months ended June 30, 2015 compared tothtbe and six months ended June 30, 2014 . Sanpédlos
supplies expense per adjusted patient admissioedsed by 2.6% and 1.8%, respectively, in hhestand six
months ended June 30, 2015 compared to the samog s in 2014 . The increase in supplies exppase
adjusted patient admission was primarily attribleédb higher costs for pharmaceuticals and cardipkupplies,
as well as volume growth in our supply-intensivegseal services , partially offset by lower implarusts .

We strive to control supplies expense through pecodtandardization, contract compliance, improved
utilization, bulk purchases and operational improeats. The items of current cost reduction focudinae to
be cardiac stents and pacemakers, orthopedicsygidrits, and high-cost pharmaceuticals. We aldiaeuti
group-purchasing strategies and supplies-managesserites in an effort to reduce costs.

Other Operating Expenses, Net

Other operating expenses as a percentage of nettimgerevenues was 24.1% in the three months
ended June 30, 2015 compared to 25.6% in the thomhs ended June 30, 2014 . Same-hospital otleeating
expenses per adjusted patient admission de drégsk6% in the three months ended June 30, 20dtpared
to the same period in 2014 . O ther operating espedecreased in the three months ended June1¥®), 20
compared to the three months ended June 30, 2@hdndy due to our increased patient volumes,chitfias a
favorable impact on this metric due to the fixetuna of certain costs in other operating experees,cost
efficiency initiatives we have been implementing yeell as :

« lower same-hospital malpractice expense of $2Zionill

« increased information system s maintenance cortosts of $13 million;
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» additional costs related to a greater number ofleyed and contracted physicians for hospitals we
operated throughout both periods$12 million; and

« increased costs associated with funding indigera sarvices by the Texas hospitals we operated
throughout both periods of $11 million, which costsre substantially offset by additional net
patient revenue.

Same-hospi tal malpractice expense was low erartttee months ended June 30, 2015 compared thréee

months ended June 30, 2014 due to unfavorabletatiuss in the 2014 period to settle various casesitigate

the risk of prot racted litigation. The 2015 periadluded a favorable adjustment of approximatéy illion

due to a 36 basis point in crease in the inteestused to estimate the discounted present ehlpmjected

future malpractice liabilities compared to an umfi@ble adjustment of approximately $2 million agsult of a
17 basis point decrease in the interest ratear2014 period.

Other operating expenses as a percentage of nettimgerevenues was 24.4% in the six months ended
June 30, 2015 co mpared to 25.6% in the six moerkded June 30, 2014 . Same-hospital other operating
expenses per adjusted patient admission declity €186 in the six months ended June 30, 2015 eoeapto
the same period in 2014. Other operating expersa®adsed in the six months ended June 30, 20tBpared
to the six months ended June 30, 2014 primarilytdueour increased patient volumes, which hasarfble
impact on this metric due to the fixed nature afaia costs in other operating expenses, andefbistency
initiatives we have been implementing, as well as :

» higher same-hospital malpractice expense of $1Bom;l
« increased information systems maintenance contests of $26 million;

» additional costs related to a greater number ofleyed and contracted physicians for hospitals we
operated throughout both periods$22million; and

« increased costs associated with funding indigera sarvices by the Texas hospitals we operate d
throughout both periods of $16 million, which coatsre substantially offset by additional net
patient revenue:!

Same-hospital malpractice expense was higher isith@onths ended June 30, 2015 ¢ ompared taxhe s
months ended June 30, 2014 due to incrementaihpatdumes and unfavorable adjustments to settiows
cases to mitigate the risk of p rotracted litigafipartially offset by a favorable adjustment ie #015 period of
approximately $2 million due to a 10 basis pointiease in the interest rate used to estimatdisiceunted
present value of projected future malpractice litdd$ compared to an un favorable adjustment pfagmately
$5 million as a result of a 32 basis point daseein the interest rate in the 2014 period.

C onifer S egment

Our Conifer subsidiary generated net operatingmeges of $340 million and $285 million during the
three months ended June 30, 2015 and 2014, resglgcand $682 million and $570 million during thie
months ended June 30, 2015 and 2014, respectavelgrtion of which was eliminated in consolidatas
described in Note 15 to the Condensed Consolidaiteghcial Statements. The increase in the revenone f
third-party customers , which is not eliminatedansolidation, is primarily due to new clients,\éee growth
and Conifer’s acquisition of SPi Healthcare in fiberth quarter of 2014.

Salaries, wages and benefits expense for Conifeeansed $31 million, or 17.4%, in the three months
ended June 30, 2015 compared to the three montlesielune 30, 2014 and $53 million, or 15.2%, edtix
months ended June 30, 2015 compared to the siximenided June 30, 2014 d ue to an increase iroga®l
headcount as a resu It of the growth in Conifedsiess primarily attributable to Conifer’s acquisi of SPi
Healthcare and expanded services to CHI.
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Other operating e xpenses for Conifer increasexhibn, or 12.7%, in the three months ended
June 30, 2015 compared to the three months ended3ly 2014 and $9 million, or 7.0%, in the six tien
ended June 30, 2015 c ompared to the six monttedeiune 30, 2014 due to the growth in Conifersirmss
primarily attributable to Conifer’s acquisition 8Pi Healthcare and expanded services to CHI.

Conifer continues to focus on revenue cycle iriitest to improve our cash flow. These initiatives ar
focused on standardizing and improving patient s€peocesses, including pre-registration, registrat
verification of eligibility and benefits, liabilitjdentification and collection at point-of-servi@nd financial
counseling. These initiatives are focused on redudenials, improving service levels to patients excreasing
the quality of accounts that end up in accountsiveble. Although we continue to focus on improvong
methodology for evaluating the collectability ofraccounts receivable, we may incur future chaifgibere are
unfavorable changes in the trends affecting theeddizable value of our accounts receivable.

A mbulatory C are S egment

On June 16, 2015, we completed the transactiorctimabined our interests in our freestanding
ambulatory surgery and diagnostic imaging centetts thie short-stay surgery center assets held Wyl lio
our new USPI joint venture, and we acquired Aspdrich operates nine private short-stay surgicaptals and
clinics in the United Kingdom, thereby forming swew Ambulatory Care separate reportable businesaesa.
The results of our USPI joint venture and Aspeniackided in the financial and statistical inforioatprovided
only for the period from acquisition to June 30120Information that is reported on a same-fachi#gis relates
to the freestanding ambulatory surgery and diagmasfging centers that we operated throughouttthee and
six months ended June 30, 2015 and 2014 and wateleded to the USPI joint venture.

Our USPI joint venture operates most of its surddweilities in partnership with local physiciansd in
many of these facilities, a health system partiés.hold an ownership interest in each facility,hwéach being
operated through a separate legal entity. We openast facilities on a day-to-day basis throughaaagement
services contract. Our sources of earnings frorh &aility consist of:

- Mmanagement services revenues, computed as a [@geaiteach facility’s net revenues (often net
of bad debt expense); a

« our share of each facility’s net income (loss), atthis computed by multiplying the facility’s net
income (loss) times ttpercentage of each facil's equity interests owned by (

Our role as an owner and day-to-day manager previdavith significant influence over the operations
of each facility. In many of our facilities (155 296 facilities at June 30, 2015), this influencesinot represent
control of the facility, so we account for our ish@ment in the facility under the equity method as a
unconsolidated affiliate. We control our remainintil facilities and account for these investments as
consolidated subsidiaries.

Our net earnings from a facility are the same umitber method, but the classification of those
earnings differs. For consolidated subsidiaries fimancial statements reflect 100% of the reveraras
expenses of the subsidiaries, after the eliminaifantercompany amounts. The net profit attriblgab owners
other than us is classified within “net incomeihtttable to noncontrolling interests.”

For unconsolidated affiliates, our consolidatedesteents of operations reflect our earnings in tiwe |
items:

« equity in earnings of unconsolidated affiliatesour share of the net income of each facility,
which is based on the facility’s net income andpkecentage of the facility’s outstanding equity
interests owned by us; a
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« management and administrative services revenuégchvs included in our net operating
revenues— income we earn in exchange for managing the dajay operations of each facility,
usually quantified as a percentage of each fa’s net revenues less bad debt expe

In summary, our Ambulatory Care operating incomarigen by the performance of all facilities we
operate and by our ownership interests in thosétias, but our individual revenue and expense litems only
contain consolidated businesses, which represé&ataf®ur facilities. This translates to trends pewating
income that often do not correspond with changesvyenues and expenses.

Three and Six Months Ended June 30, 2015 Compar&tree and Six Months Ended June 30, 2014

The following table summarizes certain consolidatdement of operations items for the periods
indicated:

Three Months Ended Six Months Ended
June 30, June 30,
Ambulatory Care Results of Operations 2015 2014 2015 2014
Net operating revenus $ 142 $ 80 $ 233 $ 148
Equity in earnings of unconsolidated affiliates 6 — 6 —
Operating expenses, excluding depreciation and taration 99 54 161 104
Depreciation and amortization 7 4 11 7
Operating income $ 2 $ 2 $ 67 $ 37

Our Ambulatory Care net operating revenues incibage$62 million and $85 million, or 77.5% and
57.4%, for the three and six months ended Jun2@Ih compared to the three and six months endezl N
2014, respectively. The growth in revenues wasadrivy increases from acquisitions of $55 milliod 65
million, and increases from our same-facility opieras of $7 million and $20 million, for the threed six
month periods, respectively.

Salaries, wages and benefits expense increasetidomilion and $23 million, or 86.4% and 54.8%, for
the three and six months ended June 30, 2015 ceapathe three and six months ended June 30, 2014,
respectively. These increases were driven by iseea s alaries, wages and benefits expense ftqmsitions
of $18 million and $21 million, and increases im eame-facility s alaries, wages and benefits expenf $1
million and $2 million, for the three and six montériods, respectively.

S upplies expense increased by $14 million andriillion, or 100.0% and 60.7%, for the three and six
months ended June 30, 2015 compared to the thtesbamonths ended June 30, 2014, respectivelys@he
increases were driven by increases in suppliesrsgofeom acquisitions of $12 million and $14 mifljand
increases in our same-facility supplies expensgé&2anillion and $3 million, for the three and shonth periods,
respectively.

Other operating expenses increased by $12 millimwh$4.7 million, or 66.7% and 50.0%, for the three
and six months ended June 30, 2015 compared tbrtbe and six months ended June 30, 2014, respBctiv
These increases were driven by increases in offezating expense s from acquisitions of $11 omliand $14

million, and increases in our samfacility supplies expense of $1 million and $3limn, for the three and six
month periods, respectively.

Facility Growth

The following table summarizes the changes in auresfacility revenue year-over-year:

Three Months Ended Six Months Ended
June 30, June 30,
Ambulatory Care Facility Growth 2015 2015
Net revenue 11.0% 155%
Cases 10.7% 11.9%
Net revenue per case 0.3% 3.2%

55






Table of Content
Joint Ventures With Health System Partners

During the three months ended June 30, 2015, vabletied our new Ambulatory Care segment as a
result of our joint venture with USPI and our puash of Aspen. USPI’s business model is to joimiy ats
facilities with local physicians and not-for-profiealth systems. Accordingly, as of June 30, 261bmajority
of facilities in our Ambulatory Care segment areigted in this model.

Six Months Ended

June 30,

Ambulatory Care Joint Ventures with Health System Rrtners 2015
Facilities™

With a health system partner 156

Without a health system partner 140
Total facilities operated 296
Change from December 31, 2014

Acquired through USPI joint venture and Aspen asitjon 227

Other a c quisitions 7

Dispositions/Mergers —

Total increase in number of facilities 234

(1) At June 30, 2015, physici ans own a portioalbbut four of these facilities.
C onsolidated
Impairment and Restructuring Charges, and AcquisiRelated Costs

During the three months ended June 30, 2015 , eerded impairment and restructuring charges and
acquisition-related costs of $193 million, consigtof a $147 million charge to write-down assets lier sale to
their estimated fair value, less estimated cosselip as a result of us entering into a definithggeement for the
sale of SLUH, $2 million of employee severancetgd®l million of restructuring costs, $4 milliohantract
and lease termination fees, and $39 million inugitjon-related costs, which include $29 milliohtransaction
costs and $10 million of acquisition inte gratmmst s.

During the three months ended June 30, 2014 , eerded impairment and restructuring charges and
acquisition-related costs of $32 million, consigtof $3 million of employee severance costs, $didlion of
restructuring costs and $16 million in acquisitretated costs, which include transaction costsaanplisition
integration cost s.

During the six months ended June 30, 2015 , werdecbimpairment and restructuring charges and
acquisition-related costs of $222 m illion, cotisg of a $147 million charge to write-down asdwetd for sale
to their estimated fair value, less estimated cwstell, as a result of us entering into a d¥ie agreement for
the sale of SLUH, $8 million of employee severaogsts, $4 million of restructuring costs, $4 mifliof
contract and lease termination fees, and $59 anill acquisition-related costs, which include $3dlion of
transaction costs and $23 million o f acquisitiotegration cost s.

During the six months ended June 30, 2014 , werdecbimpairment and restructuring charges and
acquisition-related costs of $53 million, consigtof $9 million of employee severance costs, $diion of
restructuring costs, and $26 million in acquisiti@lated costs, which include $4 million of tractéan costs
and $22 million of acquisition integration costs.

Litigation and Investigation Costs

Litigation and investigation costs for the threentis ended June 30, 2015 and 2014 were $14 million
and $12 million, re s pectively, and for the simnths ended June 30, 2015 a nd 2014 were $ libmilhd
$15 million, re s p ectively, primarily related ¢osts associated with various legal proceedingggamdrnmental
reviews.
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Interest Expense

Interest expense for the three months ended Jurz028 was $217 million compared to $190 million
for the same period in 2014, and for the six therended June 30, 2015 w as $416 million conaptare
$372 million f or the same period in 2014, pniyadue to increased borrowings relating to ourens
acquisitio ns and our $254 million payment to aagjthe remaining 49% noncontrolling interest of dalley
Baptist Health System in South Texas .

Income Tax (Benefit) Expense

During the three months ended June 30, 2015 , emded an income tax benefit of $27 million in
continuing operations on a pre-tax los s of $54iam! The recorded benefit differs from taxes cidted at the
statutory rate primarily due to state income tapemse of approximately $1 million, tax benefitsbdf3 million
related to net income attributable to noncontrglipartnership interests, which is excluded fromdbmputation
of the provision for income taxes and tax experdsgpproximately $4 million related to o ther perreahtax
differences, compared to income expense of $8iamitluring the three months ended June 30, 2014 .

During the six months ended June 30, 2015, we decban income tax benefit of $11 million in
continuing operations on pre-tax earnings of $3lfiani The recorded benefit differs from taxes cddded at the
statutory rate primarily due to state income tapemse of approximately $7 million, tax benefitsbd?2 million
related to net income attributable to noncontrglipartnership interests, which is excluded fromdbmputation
of the provision for income taxes, discrete taxdfgs of $17 million related to the amendment afta@ prior
year tax returns and tax expense of approxima&lynfion related to o ther permanent tax differesic
compared to income tax expense of $7 million dutirggsix months ended June 30, 2014 .

Net Income Attributable to Noncontrolling Interests

Net income attributable to noncontrolling interestss $33 million for the three months ended June 30
2015 compared to $19 million for the three monthdesl June 30, 2014. Net income attributable to
noncontrolling interests for the three months endlate 30, 2015 was comprised of $16 million relabedur
Hospital Operations and other segment, $6 millelated to our Ambulatory Care segment and $11 onilli
related to our Conifer segment. Of the portiontezldo our Ambulatory Care segment, $2 million welated to
the minority interest in our USPI joint venture.€Tportion related to our Conifer segment is du€lty's
ownership interest in Conifer.

Net income attributable to noncontrolling interestss $62 million for the six months ended June 30,
2015 compared to $35 million for the six monthseshdune 30, 2014. Net income attributable to nomothimg
interests for the six months ended June 30, 20k5cemprised of $28 million related to our Hospglerations
and other segment, $7 million related to our AmtmrlaCare segment and $27 million related to ounifeo
segment. Of the portion related to our AmbulatosyeCsegment, $2 million was related to the minadntgrest
in our USPI joint venture. The portion related to €onifer segment is due to CHI's ownership inteie
Conifer.

ADDITIONAL SUPPLEMENTAL NON-GAAP DISCLOSURES

The financial information provided throughout théport, including our Condensed Consolidated
Financial Statements and the notes thereto, hasgrepared in conformity with accounting principte=nerally
accepted in the United States of America (“GAAPpwever, we use certain non-GAAP financial measures
defined below in communications with investors,lgsis, rating agencies, banks and others to asstt parties
in understanding the impact of various items onfmancial statements, some of which are recuronmvolve
cash payments. In addition, from time to time we t®se measures to define certain performancetsangder
our compensation programs.

“Adjusted EBITDA” is a non-GAAP measure that we use®ur analysis of the performance of our
business, which we define as net income (losspatable to our common shareholders before: (1) the
cumulative effect of changes in accounting prireiplet of tax; (2) net loss (income) attributalole t
noncontrolling interests; (3) preferred stock dends; (4) income (loss) from discontinued operatio®t of tax;
(5) income tax benefit (expense); (6) investmemiegs (loss); (7) gain (loss) from early extinduizent of
debt; (8) net gain (loss) on sales of
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investments; (9) interest expense; (10) litigato investigation benefit (costs), net of insurama®veries;
(11) hurricane insurance recoveries, net of c§$8;impairment and restructuring charges and adtipri-
related costs; and (13) depreciation and amortizatks is the case with all non-GAAP measures, st
should consider the limitations associated witk thetric, including the potential lack of compali&pof this
measure from one company to another, and shoubdjnéxe that Adjusted EBITDA does not provide a ctate
measure of our operating performance becauselitde® many items that are included in our financial
statements. Accordingly, investors are encouragesé GAAP measures when evaluating our financial
performance.

The table below shows the reconciliation of AdjdsEBITDA to net income (loss) attributable to our
common shareholders (the most comparable GAAP temnthe three and six months ended June 30, 2645 a
2014 :

Three Months Ended Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net loss attributable to Tenet Healthcare Corpon
common shareholders $ (61) $ (26) $ (19 $ (58)
Less: Net loss attributable to noncontrolling
interests (33) (19) (62) (35)
Net loss from discontinued operations,
net of tax (1) (16) — (21)
Income (loss) from continuing operations (27) 9 48 (2)
Income tax benefit (expense) 27 8) 11 @)
Investment earnings (losses) 1) — (1) —
Interest expense (217 (190 (416 (372
Operating income 164 207 454 377
Litigation and investigation costs (14) (12) a7) (15)
Impairment and restructuring charges, and
acquisition-related costs (193 (32) (222 (53)
Depreciation and amortization (197 (209 (404 (402’
Adjusted EBITDA $ 568 $ 460 $ 1,097 $ 847
Net operating revenues $ 4,492 $ 4,038 $ 8,916 $ 7,963
Adjusted EBITDA as % of net operating
revenues (Adjusted EBITDA margin) 12.6% 11.4% 12.3% 10.6%

LIQUIDITY AND CAPITAL RESOURCES
CASH REQUIREMENTS

M aterial changes to our obligations to make futtash payments under contracts and under contingent
commitments, such as standby letters of creditraimimum revenue guarantees, as disclosed in out&nn
Report, include the long-term debt transactionsutised below and new commitments due to the USRI jo
venture of $40 million of long-term debt, $38 nulhi of capital lease obligations, $133 million okogting lease
obligations and $40 million of guarantees, as w&el$364 million of capital lease obligations du¢h® purchase
of Aspen.

As part of our long-term objective to manage oupitz Structure, we may from time to time seek to
retire, purchase, redeem or refinance some of istanding debt or equity securities subject toaifeg
market conditions, our liquidity requirements, gawatual restrictions and other factors. These astare part of
our strategy to manage our leverage and capitattsire over time, which is dependent on our tatabant of
debt, our cash and our operating results . At @015 , using the last 12 months of AdjustedTER,
including USPI and Aspen’s last 12 months of AdpdsEBITDA, our ratio of total long-term debt, nétoash
and cash equivalent balances, to Adjusted EBITDA %@ x. We anticipate this ratio will fluctuaterfn quarter
to quarter based on earnings performance and fabters, including acquisitions that involve theasption of
long-term debt. We intend to manage this ratiodiptving our
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business plan, managing our cost structure, pesagset divestitures and through other changesrinapital
structure, including, if appropriate, the issuaotequity or convertible securities. Our abilityaohieve our
leverage and capital structure objectives is stilbigeaumerous risks and uncertainties, many of twhie
described in the Forward-Looking Statements an#l Réstors sections in Part | of our Annual Repod the
Risk Factors section in Part Il of this report.

Our capital expenditures primarily relate to thpansion and renovation of existing facilities (indihg
amounts to comply with applicable laws and regata), equipment and information systems additionks a
replacements (including those required to achievepdiance with the HIT requirements under ARRA),
introduction of new medical technologies, desigd eonstruction of new buildings, and various ottegpital
improvements. Capital expenditures were $359 oniland $523 million in the six months ended J3Me2015
and 2014, respectively. We anticipate that @ypitel expenditures for continuing operations far year
ending December 31, 2015 will total approximated®® million to $1 billion, including $150 milliorhat was
accrued as a liability at December 31, 2014. Oulgeted 2015 capital expenditures include approxm&20

million to improve disability access at certainooir facilities pursuant to the terms of a negetiatonsent
decree.

During the six months ended June 30, 2015, wepbeted the transaction that combined our
freestanding ambulatory surgery and imaging ceagsets with USPI s short-stay surgery centestagsto a
new joint venture. We also completed the acdaisiof Aspen, a network of nine private hospitais alinics
in the United Kingdom. Additionally, we acquired joidty interests in seven ambulatory surgery cenfeur
interests in all of which were contributed to th8RJ joint venture) and various physician practictties. The
fair value of the consideration conveyed in theuggitions was $636 million .

Interest payments, net of capitalized interestev385 million and $360 million in the six months
ended June 30, 2015 and 2014 , respectively.

Income tax payments, net of tax refunds, were agpmrately $8 million and $19 million in the six
months ended June 30, 2015 and 2014, respectively

SOURCES AND USES OF CASH

Our liquidity for the six months ended June 30,2@ks primarily derived from cash on hand and
borrowings under our Interim Loan A greement and@redit Agreement (defined below). We had
approximately $299 million of cash and cash edeiva on hand at June 30, 2015 to fund our operatnd
capital expenditures, and our borrowing availapilinder our credit facility was $896 million basadour
borrowing base calculation at June 30, 2015 .

Our primary source of operating cash is the cathecdbf accounts receivable. As such, our operating
cash flow is impacted by levels of cash collectiand levels of bad debt due to shifts in payer amig other
factors.

Net cash provided by operating activities was $38ilion in the six months ended June 30, 2015
compared to $247 million in the six months endenkJ30, 2014 . Key positive and negative factordrdauting
to the change between the 2015 and 2014 periotisim¢he following:

- Increased income from continuing operations beffateme taxes of $250 million, excluding loss
from early extinguishment of debt, interest expemsgestment earnings, litigation and investigation
costs, impairment and restructuring charges, aitiuiselated costs, and depreciation and
amortization, in the six months ended June 30, 2@b%pared to the six months ended June
30, 2014

« $4 million less cash used in operating activifiesn discontinued operations;

« Higher aggregate annual 401(k) matching contrimstiand annual incentive compensation
payments of $57 million and $95 million, respediyén the six months ended June 30, 2015
compared to thsix months ended June 30, 2(;
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« Anincrease of $2 million in payments on resefeesestructuring charges, acquisition-related
costs, and litigation costs and settlements;

« Higher interest payments of $25 million.

We continue to seek further initiatives to incretimeefficiency of our balance sheet by generating
incremental cash . These initiatives include tHe shunderutilized or inefficient assets.

Capital expenditures were $359 million and $52#lion in the six months ended June 30, 2015 and
2014 , respectively.

We record our investments that are available-fte-aafair market value. As shown in Note 13 to the
Condensed Consolidated Financial Statements, tiaritgaof our investments are valued based on dliote
market prices or other observable inputs. We haveavestments that we expect will be negativelgeiiéd by
the current economic conditions such that they mvdkterially impact our financial condition, resutts
operations or cash flows.

DEBT INSTRUMENTS, GUARANTEES AND RELATED COVENANTS

Secured Notes and Unsecured Nokeslune 2015, we sold $900 million aggregate ppalcamount of
floating rate senior secured notes, which will maton June 15, 2020 (the “Secured Notes”), andnasdi$1.9
billion aggregate principal amount of 6, % senior notes, which will mature on June 15, 2QR8 “Unsecured
Notes” and, together with the Secured Notes, thatéhl’), issued by THC Escrow Corporation Il. Welway
interest on the Secured Notes quarterly in arr@afglarch 15, June 15, September 15 and Decembafr éldch
year, commencing on September 15, 2015. The Sedlot$ accrue interest at a rate per annum, resetegly,
equal to LIBOR plus 3 §%. We will pay interest on the Unsecured Notes samniually in arrears on June 15
and December 15 of each year, commencing on DeaelBb@015. The proceeds from the sale of the Notes
were used to repay borrowings outstanding undeirdarim Loan Agreement and Credit Agreement, al$ age
to refinance the debt of USPI and to pay the casisideration in respect of our USPI joint ventund Aspen
acquisition.

The indenture governing the Secured Notes contaimenants and terms (including terms regarding
mandatory redemption) that are similar to thostéindentures governing our existing senior setages as
described in our Annual Report, except we are peethunder the indenture governing the SecuredNote
incur secured debt so long as, at the time of &ed giving effect to the incurrence of such debg aggregate
amount of all such secured debt (including the egate principal amount of Secured Notes outstaralisgich
time) does not exceed the greater of (i) $8.5dillbr (i) the amount that would cause the secdedat ratio (as
defined in the indenture) to exceed 4.0 to 1.0 analvided further, that the aggregate amount ofwath debt
secured by a lien on par to the lien securing thau&d Notes does not exceed the greater of (&)oH6on or
(b) the amount that would cause the secured débtteaexceed 3.0 to 1.0. In addition, pursuarth® Secured
Notes indenture, we may, at our option, redeenstmired Notes, in whole or in part, at any timerpo
June 15, 2016 at a redemption price equal to 100%teqrincipal amount of the notes being redeepied the
make-whole premium set forth in the Secured Natdsnture, together with accrued and unpaid intéheseon,
if any, to the redemption date. From and after JL;12016, we may, at our option, redeem the SddNages in
whole or in part at the redemption prices specifiethe Secured Notes indenture.

The indenture governing the Unsecured Notes caqitaimenants and terms (including terms regarding
mandatory and optional redemption) that are sintidahose in the indentures governing our exissiagior
unsecured notes as described in our Annual Report.

Interim Loan AgreemenBburing the three months ended March 31, 2015, wered into a new
interim loan agreement (the “Interim Loan Agreerfeptoviding for a 364 -day secured term loan fiagiin the
aggregate principal amount of $400 million. OngJd6, 2015, we repaid the $400 million aggregaitecpal
amount of term loan (plus accrued interest of $llian) outstanding under the Interim Loan Agreemasf
that day. We had used the proceeds of the term(lpmrepay outstanding obligations under ourdiire
Agreement, and (ii) to pay certain costs, feesepenses incurred in connection with entering ih&olnterim
Loan Agreement. Amounts borrowed under the Intérgan

60



Table of Content
Agreement and repaid or prepaid may not be reb@dows a result, the Interim Loan Agreement was
terminated as of June 16, 2015.

Credit AgreementVe have a senior secured revolving credit fac{ty amended, “Credit Agreement”)
that provides, subject to borrowing availabilitgr fevolving loans in an aggregate principal amainip to $1
billion, with a $300 million subfacility for stangldetters of credit. The Credit Agreement has adaled
maturity date of November 29, 2016. We are in caamgle with all covenants and conditions in our @red
Agreement. At June 30, 2015 , we had $ 100 miliboash borrowings outstanding under the Crediteggrent
and approximately $4 million of standby letteroddit outstanding. Based on our eligible recdirsib
approximately $896 million was available for baming under the Credit Agreement at June 30, 2015 .

Letter of Credit FacilityOn March 7, 2014, we entered into a letter of ¢riediility agreement (“LC
Facility”) that provides for the issuance of stapdind documentary letters of credit (including aerietters of
credit originally issued under our Credit Agreemevtiich we transferred to the LC Facility), frorm# to time,
in an aggregate principal amount of up to $180iamil(subject to increase to up to $200 million)eTC
Facility has a scheduled maturity date of MarcB(7, 7. We are in compliance with all covenants amttitions
in our LC Facility. At June 30, 2015 , we had apjmmately $114 million of standby letters of credittstanding
under the LC Facility.

For information regarding our long-term debt angditzd lease obligations, see Note 5 to our Condinse
Consolidated Financial Statements.

LIQUIDITY

From time to time, we expect to engage in addificagital markets, bank credit and other financing
activities depending on our needs and financirgyaditives available at that time. We believe oustag debt
agreements provide significant flexibility for futusecured or unsecured borrowings.

Our cash on hand fluctuates day-to-day throughwuyear based on the timing and levels of routine
cash receipts and disbhursements, including our beekdrafts, and required cash disbursements, asiatterest
and income tax payments. These fluctuations rasuttaterial intra-quarter net operating and investises of
cash that has caused, and in the future could caage use our Credit Agreement as a source widity. We
believe that existing cash and cash equivalentsaoi, availability under our Credit Agreement, ciptited
future cash provided by operating activities, andinvestments in marketable securities of ourigapghsurance
companies classified as noncurrent investmentaobaance sheet should be adequate to meet aentaash
needs. These sources of liquidity should also legaate to finance planned capital expendituresnpays on
the current portion of our long-term debt and ofiresently known operating needs.

Long-term liquidity for debt service will be depesrd on improved cash provided by operating
activities and, given favorable market conditidingiire borrowings or refinancings. However, ourtcas
requirements could be materially affected by the efscash in acquisitions of businesses and repaashof
securities, and also by a deterioration in ourltesf operations, as well as the various uncetigsrdiscussed in
this and other sections of this report, which caelguire us to pursue any number of financing oystio
including, but not limited to, additional borrowisigdebt refinancings, asset sales or other fingradternatives.
The level, if any, of these financing sources cameoassured.

We do not rely on commercial paper or other shemtatfinancing arrangements nor do we enter into
repurchase agreements or other short-term finararagngements not otherwise reported in our pegiodi-
balance sheets. Also, we do not have any signifiEaropean sovereign debt exposure.

We continue to aggressively identify and implenfenther actions to control costs and enhance our
operating performance, including cash flow. Amolng &reas being addressed are volume growth, imgube
acquisition of outpatient businesses, physiciaruignent and alignment strategies, expansion ofsewices
businesses within Conifer, managed care payeracirig, procurement efficiencies, cost standaritinabad
debt expense reduction initiatives, underperforntiagpitals and portfolio optimization, and certagspital and
overhead costs not related to
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patient care. Although these initiatives may resulmproved performance, our performance may ramai
somewhat below our hospital management companys [peeause of geographic and other differences in
hospital portfolios.

OFF-BALANCE SHEET ARRANGEMENTS

Our consolidated operating results for the sixthe ended June 30, 2015 include $42 millionatf n
operating revenues and $4 m illion of operatingpine generated from two hospitals operated by usrund
operating lease arrangements. In accordance withR; e applicable buildings and the future ledslegations
under these arrangements are not recorded on psolatated balance sheet. These operating leases ar
currently scheduled to expire in 2016 and 202%eetvely. If we are unable to extend the leasqauochase the
two hospitals, we would no longer generate revemuexpenses from such hospitals.

We have no other off-balance sheet arrangemerttsigmahave a current or future material effect on
our financial condition, revenues or expenses,ltesfioperations, liquidity, capital expenditu@scapital
resources, except for $207 million of standbyelestiof credit outstanding and guarantees at Jun20d® .

CRITICAL ACCOUNTING ESTIMATES

In preparing our Condensed Consolidated Finant&k®ents in conformity with GAAP, we must use
estimates and assumptions that affect the amoeptsted in our Condensed Consolidated Financiaé®ents
and accompanying notes. We regularly evaluatedbeumting policies and estimates we use. In genembase
the estimates on historical experience and on gstsoms that we believe to be reasonable, giverp#rgcular
circumstances in which we operate. Actual resuliy mary from those estimates.

We consider our critical accounting estimates téhiose that (1) involve significant judgments and
uncertainties, (2) require estimates that are rdifieult for management to determine, and (3) rpayduce
materially different outcomes under different caiafis or when using different assumptions.

Our critical accounting estimates have not charfged the description provided in our Annual Report.
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

The table below presents information about ceréiour market-sensitive financial instruments at
June 30, 2015 . The fair values were determineddan quoted market prices for the same or similar
instruments. The average effective interest ratesgmted are based on the rate in effect at thoetieg date.
The effects of unamortized premiums and discourg®acluded from the table.

Maturity Date, Years Ending December 31
2015 2016 2017 2018 2019  Thereafter Total Fair Value
(Dollars in Millions)

Fixed rate lon-term deb $90 $120 $ 136 $1,111 $1,661 $10,670 $13,788 $ 14,353
Average effective interest rat 5.9% 6.3% 7.4% 6.6 % 55% 7.0% 6.8%

Variable rate lon-term deb: $— $100 $ — $ — $ — $ 900 $ 1,000 $ 1,000
Average effective interest rat — 2.40% — — — 4.26% 4.07%

At June 30, 2015, we had long-term, market-sesgsitivestments held by our captive insurance
subsidiaries. Our market risk associated with ouestments in debt securities classified as noreatiassets is
substantially mitigated by the long-term nature g of the investments in the portfolio.

We have no affiliation with partnerships, trustother entities (sometimes referred to as “special-
purpose” or “variable-interest” entities) whose mse is to facilitate off-balance sheet finanaiahsactions or
similar arrangements by us. Thus, we have no expdeuthe financing, liquidity, market or credisks
associated with such entities.

We do not hold or issue derivative instrumentstfading purposes and are not a party to any
instruments with leverage or prepayment features.
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ITEM 4. CONTROLS AND PROCEDURES

We entered into the USPI joint venture effectivael®6, 2015. USPI's facilities utilize different
information technology systems than our other fiéed. We have excluded all of USPI's operatiomsrfrour
assessment of and conclusion on the effectiverfass anternal control over financial reporting. 8 fules of the
Securities and Exchange Commission (“SEC”) requéréo include acquired entities in our assessnieihieo
effectiveness of internal control over financigboeting no later than the annual management réplotving
the first anniversary of the acquisition. We wibinaplete the evaluation and integration of USPI'srations
within the required timeframe and report managem@sisessment of our internal control over findncia
reporting, including the acquired facilities antiet operations, in our first annual report in whétith
assessment is required.

We carried out an evaluation of the effectivendssuo disclosure controls and procedures as defiyed
Rules 13a-15(e) and 15d-15(e) under the SecuEtekange Act of 1934, as amended, at the end qfahed
covered by this report with respect to our operetithat existed prior to the USPI joint venturee Bvaluation
was performed under the supervision and with thiégi@ation of management, including our chief extae
officer and chief financial officer. Based uponttbsaluation, the chief executive officer and chiir&ncial
officer concluded that, at the end of the periodered by this report, our disclosure controls aratedures are
effective in ensuring that information requiredo® disclosed in our Securities Exchange Act repsntscorded,
processed, summarized and reported in a timely eraamd that such information is accumulated and
communicated to management, including our chie€etiee officer and chief financial officer, to allotimely
decisions regarding required disclosure.

There were no changes in our internal control diwancial reporting during the quarter ended
June 30, 2015 that have materially affected, oreasonably likely to materially affect, our intafwontrol over
financial reporting.

PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Because we provide healthcare services in a higlgylated industry, we have been and expect to
continue to be party to various lawsuits, claimd eegulatory investigations from time to time. kaflormation
regarding material pending legal proceedings inctvhiwe are involved, see Note 10 to our Condensed
Consolidated Financial Statements, which is incateal by reference.

ITEM 1A. RISK FACTORS

There have been no material changes to the ris@rfadiscussed in our Annual Report on Form 10-K
for the year ended December 31, 2014 (“Annual R&pexcept as set forth below.

We cannot provide any assurances that acquisitioigestitures, joint ventures or strategic alliaree
will achieve their business goals or the cost amihdce synergies we expect.

We have completed, or have announced plans to ede@ number of acquisitions, divestitures,
joint ventures and strategic alliances as paruofwisiness strategy, and we expect to enter intibas
transactions in the future. We cannot provide agueances that these transactions will achieve Ithisiness
goals or the cost and service synergies we exjreparticular, our joint venture with certain aiffiltes of United
Surgical Partners International, Inc. (as descrihetktail below) represents an increased strafegics on
ambulatory and short-stay surgery centers, asagaklated imaging services businesses, and wetparovide
any assurances that this strategy will be succes$sfithermore, with respect to acquisitions, weymat be able
to identify suitable candidates, consummate traimacon terms that are favorable to us, or achéypected
returns, synergies or other benefits in a timelynga or at all. With respect to proposed divestisusf assets or
businesses, we may encounter difficulties in figddicquirers or alternative exit strategies on tetmsare
favorable to us, which could delay the accomplishinod our strategic objectives. In addition, owedtiture
activities have required, and may in the futureunes] us to recognize impairment charges, which bey
material.
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Companies or operations acquired or joint ventareated may not be profitable or may not achieee th
profitability that justifies the investments maéeirthermore, the nature of a joint venture require$o consult
with and share certain decision-making powers withffiliated third parties, some of which may be-fur-
profit healthcare systems. If our joint venturetpars do not fulfill their obligations, the affedt@int venture
may not be able to operate according to its businestrategic plans. In that case, our resultéddoe adversely
affected or we may be required to increase oull lefvgnancial commitment to the joint venture. Mawer,
differences in economic or business interests afsggmong joint venture participants could resuliélayed
decisions, failures to agree on major issues ard Btigation. If these differences cause the jomtures to
deviate from their business or strategic plangf aur joint venture partners take actions contr@rpur policies,
objectives or the best interests of the joint vemtour results could be adversely affected. Iritatd our
relationships with not-for-profit healthcare systeamd the joint venture agreements that goverrethes
relationships are intended to be structured to ¢dpmvjsh current revenue rulings published by thtetnal
Revenue Service (“IRS"), as well as case law refet@joint ventures between for-profit and not-foofit
healthcare entities. Material changes in theseosititts could adversely affect our relationshipghwiot-for-
profit healthcare systems and related joint vendgurangements.

Our corporate development activities may presewiritial and operational risks, including diversidn
management attention from existing core businemsdghe integration or separation of personnelfguahcial
and other systems. Future acquisitions could @&soltrin potentially dilutive issuances of equiggcsrities, the
incurrence of additional debt, contingent liab#i#iand amortization expenses related to certangittle assets,
and increased operating expenses, any of whicll @aersely affect our results of operations andrfcial
condition.

The put/call arrangements set forth in the Put/Calgreement (as defined below) may require us to
utilize our cash flow or incur additional indebtedsss to satisfy the payment obligations in respddueh
arrangements.

On June 16, 2015, we entered into a ContributiahRurchase Agreement (the “Contribution and
Purchase Agreement”) with USPI Group Holdings, ((IdSPI Holdings”), Ulysses JV Holding | L.P. (“Uges
Holding 1”), Ulysses JV Holding Il L.P. (“Ulyssesditling II” and, together with Ulysses Holding | thUSPI
LPs"), and the newly formed USPI Holding Compamg. I(“USPI joint venture ). USPI Holdings is tharnent
company of United Surgical Partners Internatiolad, (“USPI”). USPI Holdings, through USPI and dther
subsidiaries, is engaged in the business of owaimgmanaging ambulatory surgery centers, surgaspitals
and related businesses. Pursuant to the termg @dhtribution and Purchase Agreement, at thergoshe
USPI LPs collectively sold and contributed 100%haf equity interests of USPI Holdings to the USH{
venture in exchange for certain shares of commaeckaif the USPI joint venture (the “USPI Contrilmut?), and
we sold and contributed certain of our equity iests and other assets that comprised a portioarof o
ambulatory surgery center and imaging center basiteethe USPI joint venture (the “Tenet Contribatiand,
together with the USPI Contribution, the “Contrilouis”).We also purchased certain shares of the (Sl
venture (the “Purchase” and, together with the Gloutions, the “Contribution and Purchase Transausti)
from the USPI LPs such that, after giving effectite Contribution and Purchase Transactions, we 5%
and the USPI LPs, in the aggregate, own 49.9%eofutly diluted equity interests of the USPI joirgnture .

In connection with the Contribution and Purchasee&gent, we, the USPI LPs and the USPI joint
venture entered into a stockholders agreement aot$a which we and the USPI LPs agreed to cerigiris
and obligations with respect to the governancéef4SPI joint venture . In addition, we entered iatput/call
agreement (the “Put/Call Agreement”) that contgiusand call options with respect to the equitgiiasts in the
USPI joint venture held by the USPI LPs. Each yarting in 2016, the USPI LPs must put to us astlé2.5%,
and may put up to 25%, of the USPI joint venturareh held by them immediately after the closinthef
Contribution and Purchase Agreement. In each yedrthhe USPI LPs are to deliver a put and do nothmufull
25% of USPI joint venture shares allowable, we ey the difference between the number of USPIltjoin
venture shares the USPI LPs put and the maximunbaunf USPI joint venture shares the USPI LPs could
have put that year. In addition, the Put/Call Agneat contains certain other call options pursuanthich we
will have the ability to acquire up to 100% of theting common stock of the USPI joint venture by @0In the
event of a put by the USPI LPs, we will have thititgtio choose whether to settle the purchaseepiriccash or
shares of our common stock and, in the event afldyg us, the USPI LPs will have the ability toodse
whether to settle the purchase price in cash oesta our common stock.

The put and call arrangements described abovietextent settled in cash, may require us to dedlica
substantial portion of our cash flow to satisfy payment obligations in respect of such arrangesyevitich
may reduce

64






Table of Content

the amount of funds available for our operatio@ital expenditures and acquisitions. Similarly,may be
required to incur additional indebtedness to satisir payment obligations in respect of such areamgnts,
which could have important consequences to oumniessiand operations, as described more fully isK'Ri
Factors” under Iltem 1A of Part 1 of our Annual Reépmder “—The amount and terms of our current amg
future debt could, among other things, adversdlycabur ability to raise additional capital to thaur
operations and limit our ability to react to chamgrethe economy or our industry.”

Our new USPI joint venture depends on existing riétanships with key health system partners. If we
are not able to maintain USPI’s historical relatiships with these health system partners, or entéoinew
relationships, we may be unable to implement ousimess strategies successfully.

The business of our new USPI joint venture depémg@sart upon the efforts and success of its health
system partners and the strength of its relatigrssivith those health systems. The USPI joint venibusiness
could be adversely affected by any damage to theakth systems’ reputations or to its relationshifib them.
The USPI joint venture may not be able to main&isting agreements on terms and conditions faveraht
or enter into relationships with additional heaifstems. The USPI joint venture ’s relationshipthwaiealth
systems and the joint venture agreements thatgeptréhese relationships are structured to comjity surrent
IRS revenue rulings, as well as case law relevajdint ventures between for-profit and not-for-fiirbealthcare
entities. Material changes in these authoritiedccadversely affect the USPI joint venture ’s riglaships with
health system partners. If the USPI joint ventsrariable to maintain existing arrangements on téantrable
to it or enter into relationships with addition@édith system partners, we may be unable to impleoen
business strategies for the joint venture succhgsfu
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ITEM 6. EXHIBITS

Unless otherwise indicated, the following exhilgite filed with this report:

(2)

(4)

(10)

(31)

(32)
(101
INS)

(101
SCH)

(101

Plan of Acquisition, Reorganization, Arrangemeritjuidation or Successic

€) Contribution and Purchase Agreement, datact23, 2015, by and among the
Registrant, USPI Group Holdings, Inc., Ulysses XMdihg | L.P., Ulysses JV Holding
Il L.P. and BB Blue Holdings, Inc. (Incorporated t&ference to Exhibit 2.1 to
Registrar’'s Current Report on Forn-K, dated and filed March 23, 201

(b) Put/Call Agreement, da ted June 16, 2015,nayaanong the Registrant, USPI Group
Holdings, Inc., Ulysses JV Holding | L.P., UlyssBsHolding Il L.P. and USPI
Holding Company, Inc

Instruments Defining the Rights of Security Holdéneluding Indentures

(a) Supplemental Indenture, dated as of June@¥),2among the Registrant, certain of its
subsidiaries and The Bank of New York Mellon Tr@stmpany, N.A. (Incorporated
by reference to Exhibit 4.2 to Registrant’s Curr@eport on Form 8-K, dated and filed
June 16, 201&

(b) Indenture, dated as of June 16, 2015, betWeHd Escrow Corporation Il and The
Bank of New York Mellon Trust Company, N.A. (Incamated by reference to
Exhibit 4.3 to Registra’s Current Report on Forn-K, dated and filed June 16, 201

(c) Supplemental Indenture, dated as of June®5,between the Registrant and The
Bank of New York Mellon Trust Company, N.A. (Incamated by reference to
Exhibit 4.4 to Registra’s Current Report on Forn-K, dated and filed June 16, 201

Material Contract:

(@) Exchange and Registration Rights Agreement, datexd dune 16, 2015, by and
among the Registrant, certain of its subsidiariresBarclays Capital Inc., as
representative of the other initial purchaserdef$ecured Notes named therein
(Incorporated by reference to Exhibit 10.1 to Regi#t’s Current Report on Form 8-K,
dated and filed June 16, 201

(b) Exchange and Registration Rights Agreemengddas of June 16, 2015, by and
among the Registrant and Barclays Capital Inccepsesentative of the other initial
purchasers of the Unsecured Notes named theraiarflarated by reference to Exhibit
10.2 to Registra’s Current Report on Forn-K, dated and filed June 16, 20!

Rule 13a- 1 4(a)/15d-14(a) Certifications

@) Certification of Trevor Fetter, Chief Execu#i®@fficer and Chairman of the Board of
Directors

(b) Certification of Daniel J. Cancelmi, Chief Rircial Officer

Section 1350 Certification of Trevor Fetter, CHiefecutive Officer and Chairman of the
Board of Directors, and Daniel J. Cancelmi, ChiefalRcial Officer
XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docune



CAL)

(101
DEF)

(101
LAB)

(101
PRE)

XBRL Taxonomy Extension Definition Linkbase Docurhen

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Doenim
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd th
report to be signed on its behalf by the undersighereunto duly authorized.

TENET HEALTHCARE CORPORATION
(Registrant)

Date: August 3, 2015 By: /sl R. SCOTT RAMSE\
R. Scott Ramsey
Vice President and Controller

(Principal Accounting Officer)
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Exhibit 2(b)
PUT/CALL AGREEMENT

PUT/CALL AGREEMENT (this “_ Agreemeni), dated as of June 16 , 2015, among
USPI Holding Company, Inc. , a Delaware corporafite “ Company ), HCN Surgery
Center Holdings, Inc. , a Delaware corporation €WNCoHoldings”), Ulysses JV Holding |
L .P., a Delaware limited partnership (* Ulyss&siding | "), Ulysses JV Holding I L .P. ,
a Delaware limited partnership (* Ulysses Holdlh§ and , coll ectively with Ulysses
Holding I, “ Ulysses’ and, collectively with NewCo Holdings , and antyer Person that
becomes party to this Agreement pursuant to theigoms hereof, the “ Stockholdets, and
Tenet Healthcare Corporation, a Nevada corporgtidienet”) .

RECITALS

A. The Company and the Stockholders are partiéisaiocertain  contribution
and purchase agreement (the__* ContribuAgneement), dated as of March 23, 201 5,
pursuant to which the Stockholders have receivadeshof voting ¢ ommon s t ock, par value
$ 0.01 per share , of the Company in considerdtiothe contribution of certain assets .

B. The Stockholders and the Company desire toigecsertain rights and
obligations of the S tockholders with respect ® glovernance of the Company as provided in
that certain stockholders agreement (the * Stoddrsl Agreemeri) dated as of the date
hereof.

C. The Stockholders and the Company desire tageasertain rights and
obligations of the Stockholders with respect to emhip and disposition of the Common
Stock as hereinafter provided.

AGREEMENT

In consideration of the foregoing and the mutualerants and agreements herein
contained, and intending to be legally bound heréig parties hereby agree as follows:

ARTICLE |
DEFINITIONS

Section 1.1 Certain Defined Term. For purposes of this Agreeme

“ Actual 9.5x Consideratiori shall mean the Estimated 9.5x Consideration,
but calculated by substituting clause (ii)(A) oéthefinition thereof with the following
replacement clause (ii)(A):

“(i)(A) the amount obtained by (1) multiplying) 9.5 by (y ) the actual
EBITDA for the Company and its Subsidiaries on asaidated basis
for the Fiscal Year in which the applicable Putiset or 9.5x Call
Notice is delivered minus(2) the Weighted Average N et Debt of the
Company and its Subsidiaries at the end of theaFiear in which
the applicable Put Notice or 9.5x Call Noticeldivered ;”



“ Actual Premium Consideratighshall mean the Estimated Premium
Consideration, but calculated by substituting aafii$(A) of the definition thereof with the
following replacement clause (ii)(A):

“(i)(A) the amount o btained by (1) multiplyan(x) 10 .5 by (y) the actual
EBITDA for the Company and its Subsidiaries on asaidated basis
for the Fiscal Year in which the applicable Calltide is delivered
minus(2) the Weighted Average Net Debt of the Compartien
Subsidiaries at the end of the Fiscal Year in wihiehapplicable Call
Notice is delivered;”

“ Affiliate " means, with respect to any Person, (i) any Peds@actly or
indirectly controlling, controlled by or under coramcontrol with such Person, or (ii) any
Person directly or indirectly owning or controlli@$% or more of any class of outstanding
equity securities of such Person; providedhowever, that (x) the Stockholders and their
Affiliates and any present or future limited parsier members of the Stockholders shall be
deemed not to be Affiliates of the Company an&iibsidiaries and (y) in no event shall any
direct or indirect equityholder of Tenet be deerteede an Affiliate of NewCo Holdings or
Tenet .

“ Board of Directors’ means the board of directors of the Company.

“ Business Day means any day that is not a Saturday, a Sundayher day
on which banks are required or authorized by Lawet@losed in the City of New York.

“ Capital Contributiori’ means, with respect to any Stockholder, a contigin
of cash or property to the Company. In the case $tockholder that acquires an interest in
the Company by virtue of a Transfer in accordanitk the terms of this Agreement, “Capital
Contribution” means the Capital Contribution of si8tockholder’s predecessor to the extent
relating to the acquired interest.

“ Cash” means, with respect to a specified Person, tigeegate amount of all
cash and cash equivalents of such Person andiseldated Subsidiaries as of a given
measuring date, as determined in accordance witARGMcluding the amounts of any
received but uncleared checks, drafts and wiredgrior to such time, less (i) the amounts
of any issued but uncleared checks, drafts andswsseied prior to such time, (ii) any
restricted balances (including any cash, cash atgnts and/or M arketable S ecurities
required to be maintained as reserves or otheiwisennection with Ulysses 's captive
insurance subsidiary), (iii) cash and cash equintaleeld on behalf of third parties, and ( iv)
any amounts held in escrow.

“ Charter” means the Certificate of Incorporation of the Quamy, as in effect
on the date hereof and as the same may be amequggdlemented or otherwise modified in
accordance with the terms thereof and the ternisi®Agreement.

“ Closing” means the closing of the transactions contemglbyethe
Contribution Agreement.



“ Common StocK means, colle ctively, the voting common s tocklad
Company, par value $0.01 per share, and the nangvobmmon s toc k of the Company, par
value $0. 0 1 per share.

“ Company Competitof means any Person (other than the Company or finy o
its Subsidiaries or any entity resulting from anspff, split-off, reorganization, merger or
similar transaction of the Company or any of itbS§diaries) that is primarily engaged in any
business that directly competes with the Comparsiri®@ss , whether such Person engages in
such business directly or through its direct oirect control of other Persons. A Person that
would otherwise be deemed to be a Company Compstitdl not be deemed to be a
Company Competitor if consented to by a Superntgj®ote (as defined in the Stockholders
Agreement) .

“ control,” including the terms * controlled Byand “ under common control
with ,” means the possession, directly or indirectlythef power to direct or cause the
direction of the management and policies of a Renstether through the ownership of
voting securities, as trustee or executor, as gépartner or managing member, by contract
or otherwise, including the ownership, directlyirmdtirectly, of securities having the power to
elect a majority of the board of directors or sanibody governing the affairs of such Person.

“EBITDA ” means, for any period, with respect to any &er¢i) the
consolidated net income of such Person and itsidiabies (which for purposes of this
defined term EBITDA shall include any entities dfieh Ulysses True Results NewCo, LLC
directly or indirectly, holds equity interests ddlte date hereof and such other entities as the
parties hereto may agree ) for such period, pipwithout duplication and to the extent
deducted in determining such consolidated net imctonsuch period, the sum of (A)
consolidated interest expense of such Person sililisidiaries for such period and, to the
extent not reflected in such total interest expemegeased by payments made in respect of
hedging obligations or other derivative instrumesrigered into for the purpose of hedging
interest rate risk, minus any payments received@spect of such hedging obligations or other
derivative instruments, (B) consolidated tax ergeeof such Person and its Subsidiaries
based on income, profits or capital, includingestétanchise, capital and similar taxes and
withholding taxes paid or accrued during such gkr{€) all amounts attributable to
depreciation and amortization expense of such Rexsd its Subsidiaries for such period, (D)

non-cash charges ( including any stock compemsatipense), (E) management fees paid
during such period to any financial sponsor or solvi (F) cash expenses incurred during
such period in connection with extraordinary caguabents to the extent such expenses are
reimbursed in cash by insurance during such perid®) severance-related charges in
connection with a restructuring program and (H)-necurring litigation charges in excess of
$2,500,000 in the aggregate , miiiiiy without duplication and to the extent indied in
determining such consolidated net income for suaiod, the sum of (A) cash payments
made during such period in respect of non-cashgelsaiaken in such period and (B) any non-
cash items of income for such period, (iv) withduplication plusinrealized losses and
minusunrealized gains, in each case, in respect of sagegements, minys) the
consolidated net income of such Person and itsidiabies for such period attributable to
non-controlling interests as set forth on the cédated income statement of such Person, in
each case, as determined in accordance with GAAP.




“ Equity Securities means any and all Shares, and any and all sexsuat the

Company convertible into or exchangeable or exabbesfor (whether or not subject to
contingencies or the passage of time, or both)eshamcluding, without limitation, options,
warrants and other rights to acquire Shares.

“ ERISA " means the Employee Retirement Income Securityohd974, as

amended.

“ Estimated 9.5x Consideratidrmeans, with respect to the Put Shares or

9.5x Call Shares, as applicable, an amount equbktéollowing:

()

(ii)

the number of Put Shar or 9.5x Call Shares, as applicak

multiplied by:

the amount obtained by dividing the amount obtainedause (A)
below by the amount obtained in clause (B) belaw adjusted by the
Management Equity Dilution Fact:

(A) the amount obtained by (1) multiplying (x) 9.5 lyy the estimated
EBITDA for the Company and its Subsidiaries on asatidated
basis for the Fiscal Year in which the applicall¢ Rotice or 9.5x
Call Notice is delivered minu®) the estimated Weighted Average
Net Debt of the Company at the end of the FiscarYe which the
applicable Put Notic or 9.5x Call Notice deliverec

(B) the aggregate number of issued and outstandinggeSbéthe
Company.

“ EstimatedPremiumConsideratiori means, with respect to the Call Shares,

an amount equal to the amount obtained by following

(i)

(ii)

the number of the Call Share¢

multiplied by:

the amount obtained by dividing the amount obtainedause (A)
below by the amount obtained in clause (B) belew adjusted by the
Management Equity Dilution Fact:

(A) the amount obtained by (1) multiplying (x) 10 .5(by) the
estimated EBITDA for the Company and its Subsiéson a
consolidated basis for the Fiscal Year in whichahpplicable Call
Notice is delivereminus (2) the estimated Weighted Average Net
Debt of the Company at the end of the Fiscal Yeavhich the
applicable Call Notice is deliverg;

(B) the aggregate number of issued and ou tstandingeSbéthe
Company.



“ Fair Market Value’ means, (i) with respect to Shares or other prigpess the
case may be, as reasonably determined by the Bbd&mectors in good faith, the fair market
value that a Third Party would pay to acquire &uch Shares (computed on a fully diluted
basis after giving effect to the exercise of ang ath outstanding conversion rights, exchange
rights, warrants and options) or other propertgnmarm’s-length transaction, assuming with
respect to the Fair Market Value of Shares, th@iGbmpany was being sold in a manner
reasonably designed to solicit all possible paréinis and permit all interested Persons an
opportunity to participate and to achieve the balie reasonably available to the
Stockholders at the time, taking into account @istng circumstances, including, without
limitation, the terms and conditions of all agreemsgincluding this Agreement) to which the
Company is then a party or by which it is othervbseefited or affected, or (ii) with respect
to any property consisting of securities tradethapublic markets, including, but not limited
to, Tenet Common Shares, the average of the clgsiog of such security for the five (5)
trading day period immediately preceding the datevbich such valuation is to be
determined in accordance with this Agreement .

“ Eiscal Year’ means (i) the period commencing upon the datedfeand
ending on December 31, 201 5 or (ii) any subseqi@2month period commencing on
January 1 and ending on December 31.

“ GAAP " means United States generally accepted accouptingiples as in
effect from time to time.

“ good faith” means the Person or Persons making a determimatitaking or
declining to take an action believe that such aeitetion or the taking or declining to take of
such action is in th e best interest of the Company

“ Governmental Authority means any United States or non-United States
federal, national, supranational, state, provindgedal or similar government, governmental,
regulatory or administrative authority, branch, @geor commission or any court, tribunal, or
arbitral or judicial body.

“ Indebtedness means, with respect to a specified Person antbitsolidated
Subsidiaries, as of a given measuring date, arftbwitduplication, (a) indebtedness for
borrowed money, whether or not represented by hatetsentures, notes or similar
instruments, together with all premiums, penaléied accrued interest thereon and other
costs, fees and expenses payable in connectioewthier, including any Tenet Intercompany
Notes (as defined in the Stockholders Agreemg(in)) all obligations and liabilities under any
reimbursement obligation relating to a letter adit, bankers’ acceptance or note purchase
facility, in each case to the extent drawn, (cjradebtedness under derivatives, swap or
exchange agreements, together with all prepaynrenmtipms, penalties and accrued interest
thereon, and in each such case all breakage cost&d costs, fees, termination costs,
redemption costs, expenses and other chargesegipiect to any of the foregoing, (d) all
indebtedness or liabilities secured by any secumirest, (e) all obligations and liabilities
under securitization or receivables factoring ageanents or transactions, (f) all obligations
and liabilities under leases required to be capédlin accordance with GAAP, including any
breakage costs, penalties or fees or other simitayunts payable in connection with any
capitalized leases to the extent due and payable



as of a given measuring date, (g) all obligatioms lzabilities for the deferred purchase price
of property or services, whether contingent or alispan d including, without limitation , any
conditional sale, title retention agreement, earsioutransaction, retention or similar bonuses
payable in connection therewith, but not includomdinary trade payables, (h) all amounts of
“unfunded benefit liabilities” within the meanindg $ection 4001(a)(18) of ERISA and the
present value of all accrued deferred compensanoounts (valued using the assumptions in
effect for purposes of Section 4001(a)(18) of ERFBAnonaccount balance plans and the
account balance as of the applicable measuringfdiatecount balance plans), (i) all
obligations and liabilities under any guaranteearof of the obligations described in clauses
(a) through (h) above of any other Person and &aggwell” or other agreement to maintain
any financial statement condition of any other Bersnd obligations under any letter of credit
arrangement (whether or not drawn), or any arraggemaving the economic effect of any of
the foregoing, and (j) unpaid management fees.

“ Law " means any statute, law, ordinance, regulatiole, imode, executive
order, injunction, judgment, decree or order of @oyernmental Authority.

“ Management Equity Dilution Factdimeans an adjustment to the Estimated
9.5x Consideration, Estimated Premium Consideraf@tual 9.5x Consideration or Actual
Premium Consideration, as applicable, to reflegtréduction in such amounts based upon the
portion of any management equity interests thattee in-the- money , as determined by an
independent valuation firm ;__provid#uht with respect to the calculation of the Actddlx
Consideration or Actual Premium Consideration inrection with a Put, Call or 9.5x Call, as
applicable, as a result of which Ulysses has cetsedn any Shares, the Management Equity
Dilution Factor shall be trued up such that theraggte reduction based on the Management
Equity Dilution Factor in all Puts, Calls and 9.5alls is equal to the aggregate amount of
the equity value to management (regardless of veneiinch equity is vested or unvested) as of
such date , as determined by the same independiattion firm , multiplied by Ulysses
weighted average ownership percentage in the Coyrtpanugh such date . An illustrative
calculation of the Management Equity Dilution Fagsoattached hereto as Schedule.1.2

“ Marketable Securitie$means stocks and bonds of companies that arly free
tradable (either immediately or within a reasondine pursuant to customary registration
rights agreements) on stock exchanges or in owectlinter markets or that are otherwise
liquid and can readily be sold to the general putdr cash.

“ Net Debt” means the Indebtedness less Cash of the Compeay o
consolidated basis.

“ Percentage Intere8tmeans, with respect to each Stockholder, thditagc
expressed as a percentage, equal to the quotiéhtioé number of Shares held by such
Stockholder, divided by (ii) the aggregate numbestmares held by all Stockholders , in each
case on a fully diluted basis.

“ Permitted Transfereemeans, with respect to any Stockholder, (i) thmers
of a Stockholder’s equity interests receiving Eg@ecurities of the Company in connection
with the liquidation of, or a distribution with n@sct to an equity interest in, such
Stockholder, or




(i) any general or limited partner, member, ktaalder or Affiliate of a Stockholder;
provided, however, that in any such case prior to a Qualifying IR@sPerson shall agree
in a writing in the form attached as Exhibith&reto to be bound by and to comply with all
applicable provisions of this Agreement; providddrther, that in no event shall (A) the
Company or any of its Subsidiaries or (B) any Conyp@ompetitor constitute a “Permitted
Transferee.”

“ Person” means an individual, corporation, partnershimited liability
company, limited liability partnership, joint vem&y syndicate, person, trust, association,
organization or other entity, including any Goveemtal Authority, and including any
successor, by merger or otherwise, of any of thegiaing.

“ Put Cap” shall mean a number of Shares equal to the lesq&) such
number of Put Shares that represent twenty-fivegrer(25%) of the aggregate number of
Shares held by Ulysses as of the date of this Agee¢ and (y) such number of Put Shares
having an Estimated 9.5x Consideration of $562 @00, provided however, that the
amount in clause (y) shall be further subject tan@nease equal to the amount paid in cash by
the Put Sellers to NewCo Holdings pursuant to 8e@il (j )(i), if any, or a decrease equal to
the amount paid by NewCo Holdings to the Put Selberrsuant to Section 2.1 ( j )(ii), if any,
in each case in connection with the most recent&utummated in accordance with this
Section 2.1.

“ Put Floor” shall mean a number of Shares equal the numbBubShares
that represent twelve and one-half percent (12 &%)e aggregate number of Shares held by
Ulysses as of the date of this Agreement.

“ Qualifying IPO” means the first underwritten public offering bEtCommon
Stock pursuant to a registration statement filedennhe Securities Act resulting in aggregate
net proceeds (after expenses and underwriting cesioms and discounts) to the Company
and any selling stockholders of at least $ 100@mMOO0 ; _providedthat following such
offering the Common Stock is listed on a United&tanational securities exchange or quoted
on a United States automated securities quotayistes.

“ Rollover Share$ means a number of Shares, if any, held by Ulysses
together with its Affiliates and Permitted Trangfes, at any given time after January 1, 2017
that could have been the subject of a Put or @alhyy prior Fiscal Year, bu t were not
purchased by NewCo Holdings .

“ SEC” means the United States Securities Exchange Cesiom.

“ Securities Act’ means the Securities Act of 1933, as amendedtlandules
and regulations promulgated thereunder.

“ Shares’ means any and all shares of Common Stock.

“ Subsidiary” means, with respect to any Person, any otherRersntrolled
by such first Person, directly or indirectly, thgbuone of more intermediaries.



“ Third Party” means any Person other than a Stockholder orsoR¢hat
would be a Permit ted Transferee of a Stockhold@ccordance with clause (i) and (ii) of the
definition thereof.

“ TenetCommon Sharesmeans the shares of common stock, par value $0.05

of Tenet .

“ Transfer” means, in respect of any Shares, property or@bsets, any sale,
assignment, hypothecation, lien, encumbrance,fegrdistribution or other disposition
thereof or of a participation therein, or otherweyance of legal or beneficial interest therein,
including rights to vote and to receive dividend®ther income with respect thereto, or any
short position in a security or any other actiopaosition otherwise reducing risk related to
ownership through hedging or other derivative unstents, whether voluntarily or by
operation of Law, or any agreement or commitmermta@ny of the foregoing. A Transfer
shall not be deemed to have occurred solely byoreasa change of control of the ultimate
controlling Persons as of the date hereof of arth@fStockholders .

“ Transfere€ means any Person that is a transferee of allpmraon of a
Stockholder’s Shares.

“ Weighted Average Net DeBtmeans an amount equal to (i) the Net Debt of
the Company and its Subsidiaries as of the endyf#scal Year, less(ii) any Net Debt
incurred in connection with expenditures relatiogtquisitions during such Fiscal Year,
less(iii) any Net Debt of any Subsidiaries acquiredthy Company or its Subsidiaries during
such Fiscal Year (without duplication of any amauntitem (ii)), _plus (iv) the weighted
average amount of Net Debt incurred in connectidh @xpenditures relating to acquisitions
during such Fiscal Year, calculated based on a dditihe amount of such Net Debt multiplied
by a fraction, the numerator of which is the numitfedlays in such Fiscal Year such Net Debt
was outstanding and the denominator of which is,3G8us(v) the weighted average amount
of Net Debt of any Subsidiaries acquired by the Gany or its Subsidiaries during such
Fiscal Year (without duplication of any amountstem (iv)), calculated based on a ratio of
the amount of such Net Debt multiplied by a fragtithe numerator of which is the number of
days in such Fiscal Year such Net Debt was outstgrahd the denominator of which is 365 .

ARTICLE Il
PUT/CALL PROVISIONS

Section 2.1 Put/Call.

(@) For the thirty (30) day period s beginningJamuary 1, 2016 and each
subsequent anniversary thereafter , Ulyssed| ds#dever an irrevocable written notice of
election to NewCo Holdings and the Company (each swtice, a “ Put Noticé, and the
transaction resulting from any Put Notice, a “ Puto initiate the purchase by NewCo
Holdings from Ulysses and each of their Peedifiransferees ( collectively, the * Put
Sellers”) of a specified number of Shares ( as specifirethe applicable Put Notice, the “ Put
Shares) . Each Put Notice shall specify the number of Bhares to be purchasedNgwCc
Holdings and the Estimated 9.5x Consideration tpdid by NewCo Holdings for such Put
Sharesprovided, however, the




number of Put Shares set forth on any single PtitBloshall be no less than the Put Floor
and shall be no more than the Put Cap; providadher, that NewCo Holdings shall allocate
the number of Put Shares to be purchased fromaic8eller on a pro rata basis, in
accordance with the proportion represented by timelbrer of Shares held by each Put Seller as
a fraction of the aggregate number of Shares hehllPut Sellers .

(b) Prior to the end dhe fifteen (15) day period following the delivesf/a
Put Notice, NewCo Holdings may deliver to Ulyssed the Company a written notice (each
such notice, a * Put Consideration Notige which Put Consideration Notice shall specify
whether NewCo Holdings agrees or disagrees witlcgtenated 9.5x Consideration set forth
in the applicable Put Notice . In the event of any Put, NewCo Holdings shall hédneeoptiol
to pay the Estimated 9.5x Consideration in casheomret Common Shares . If NewCo
Holdings delivers to Ulysses and the Company aJemisideration Notice that sets forth its
disagreement with the amount of the Estimated @é&nsideration , the amount of the
Estimated 9.5x Consideration shall be determineatoordance with Section 2.1 (g). If
NewCo Holdings«does not deliver a Put Consideration Notice withe 15-day period set
forth in this Section 2.1 ( b ), NewCo Holdings ltba deemed to have agreed with the
amount of Estimated 9.5x Consideration set fortthenapplicable Put Notice, and NewCo
Holdings shall pay to Ulysses the Estimated 9.5rSteration in cash at the applicable
Put/Call Closinc.

(c) Following delivery by Ulysses of a Put NoticeNewCo Holdingshall
have the right, but not the obligation, during thiety (30) days following delivery of such
Put Notice to deliver an irrevocable written notofeslection to Ulysses and the Company
(each such notice, a * Call Notitand the transaction resulting from any Call Nefia “Call
") to initiate the purchase by NewCo Holdings froltysses and/or their respective Permitted
Transferees (collectively, the * Call Sell€yf a specified number of Shares (the * Call
Shares). Each Call Notice shall specify the number @fllCGGhares to be purchased by
NewCo Holdings, and the Estimated Premium Consideration to ba [paNewCo Holdings
for such Call Shares; provided however, the number of Call Shares in any Call Notice Ishal
not exceed an amount equal to thigerence between (x) the number of Put Sharefostt in
the Put Notice delivered by Ulysses in such Fi¥ear and (y) the maximum number of Put
Shares that may have been sold by Ulysses to Netaltbngs in such Fiscal Year based on
the Put Cap ;_ providedurther, that NewCo Holdings shall allocate the numbeCal
Shares to be purchased from each Call Seller oo eafa basis, in accordance with the
proportion represented by the number of Shareshhet&hch Call Seller as a fraction of the
aggregate number of Shares held by all Call Se

(d) For the fifteen (15) day period following thelidery of a Call Notice,
Ulysses , on behalf of itself and the Call Sellenay deliver to NewCo Holdings and the
Company a written notice (each such notice, a t Cahsideration Notic&), which Call
Consideration Notice shall specify (i) whether Wlgs agrees or disagrees with the Estimated
Premium Consideration set forth in the applicaldél Notice, and (i) Ulysses 's election, on
behalf of itself and the Call Sellers, to receive Estimated Premium Consideration in the
form of cash or Tenet Common Shares. If Ulyssdisate to NewCo Holdings and the
Company a Call Consideration Notice that sets fistdisagreement with the amount of the
Estimated Premium Consideration , the amount oEstenated Premium Consideration shall
be determined in accordance with Section 2.1 fg)llysses does not deliver a Call
Consideration Notice within the 15-day period settf in this Section 2.1 (d), Ulysses shall
be deemed to have




agreed, on behalf of itself and the Call Sellerngh the amount of Estimated Premium
Consideration set forth on the applicable Call biatand NewCo Holdings shall pay to
Ulysses the Estimated Premium Consideration in aa#tie applicable Put/Call Closing.

(e) Either (i) at any time after January 1, 2014t there are a number of
Rollover Shares (any such event under clause (iR@lover Call”) , (ii) a t any time after
February 1, 2020 (any such event under clausea(fiRost2020 Call”) , or (i ii) at any time
the Percentage Interest of Ulysses and their régpdeermitted Transferees , in the
aggregate, is less than ten percent (10%) (any et under clause (iii), a “ Ulysses
Dilution Event”), NewCo Holdings may deliver an irrevocable weittnotice of election to
Ulysses and the Company ( each such notice, ax“@all Notice” and the transaction
resulting from any 9.5x Call Notice, a _* 9.&%all ") to initiate the purchase by NewCo
Holdings from Ulysses and /or their respectivenitted Transferees (collectively, thé:5x
Sellers”) of a specified number of Shares (the * 9Gall Share$) . Each 9.5x Call Notice
shall specify the number of 9.5x Call Sharesdg@brchased by NewCo Holdings , and the
Estimated 9.5x Consideration to be paid by NewClidgs for such 9.5x Call Shares;
provided, however, (1) the number of 9.5x Call Shares in connectuith a Rollover Call
shall not exceed the number of Rollover Sharegsh@humber of 9.5x Call Shares in
connection with a Post-2020 Call shall be in exadssnumber of Shares that represent
twenty-five percent (25%) of the aggregate numb&hares held by Ulysses and their
respective Permitted Transferees as of the datteeadpplicable 9.5x Call Notice , and (3)
that the number of 9.5x Call Shares in the 9.6all Notice in connection with a Ulysses
Dilution Event shall be equal to the aggregate nremald Shares held by Ulysses and their
respective Permitted Transferees as of the dagaatf 9.5x Call Notice;__providedurther,
that NewCo Holdings shall allocate the number 6k9.Call Shares to be purchased from
each 9.5x Call Seller on a pro rata basis , aoatance with the proportion represented by
the number of Shares held by each 9.5x Call Sa#lex fraction of the aggregate number of
Shares held by @9.5x Call Sellers.

) For the fifteen (15) day period following theltvery of a 9.5x Call
Notice,Ulysses , on behalf of itself and the 9.5x Call&s, may deliver to NewCo
Holdings and the Company a written notice (eacltm swntice, a “ 9.5x Consideration Notice
"), which 9.5x Consideration Notice shall spgdi) whether Ulysses agrees or disagrees
with the Estimated 9.5x Consideration set fortkthim applicable 9.5x Call Notice, and (ii)
Ulysses ’s election, on behalf of itself and thdl Gallers, to receive the Estimated 9.5x
Consideration in the form of cash or Tenet CommbarS&s. If Ulysses delivers to NewCo
Holdings and the Company a 9.5x Considerationdddhat sets forth its disagreement with
the amount of the Estimated 9.5x Consideratioe atmount of the Estimated 9.5x
Consideration shall be determined in accordande 8gtction 2.1 (g ). If Ulysses does not
deliver a 9.5x Consideration Notice within theddy period set forth in this Section 2.1)( f
Ulysses shall be deemed to have agreed , on bafhitdelf and the 9.5x Call Sellers, with
the amount of Estimated 9.5x Consideration sehforntthe applicable 9.5x Call Notice, and
NewCo Holdingsshall pay to Ulysses the Estimated 9.5x Considmrati cash at the
applicable Put/Call Closing

(9) In the event of a disagreement with respethiédEstimated 9.5x
Consideration in any Put Consideration Notice 6x €Consideration Notice, or the Estimated
Premium Consideration in any Call Considerationiddgtas applicable , NewCo Holdings
and the Put Sellers , Call Sellers or 9.5x Calles&l, as applicable, shall negotiate in good
faith to
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agree upon the Estimated 9.5x Consideration oEgtienated Premium Consideration , as
applicable, for a fifteen (15) day period followitige delivery of the applicable Put
Consideration Notice , Call Consideration Notic®dix Call Consideration Notice . If no
agreement on the Estimated 9.5x ConsiderationeoEftimate d Premium Consideration, as
applicable, is reached during such 15-day peri@yGlo Holdings and the Put Sellers , Call
Sellers or 9.5x Call Sellers , as applicable, soaikly appoint an independent appraiser to
determine the Estimated 9.5x Consideration or stertated Premium Consideration , as
applicable, which determination shall be delivengthin thirty (30) days after appointment of
the independent appraiser. The fees and expehtesiodependent appraiser shall be borne
by NewCo Holdings , on the one hand, and the PileérSe Call Sellers or 9.5x Call Sellers ,
on the other hand, in inverse proportion as they pravail on the matters being resolved by
the independent appraiser .  Any independerniasggy appointed in accordance with the
above procedure shall be an expert appraiser wilkss than ten (10) years’ experience in the
valuation of business organizations of similar glaevalue) to the Company and shall be
independent of the party designating such appraiser

(h) T he purchase and sale of the Put SharesGahé&hares or the 9.5x
Call Shares , as applicable, at the applicableRilltClosing shall be accompanied by, in
addition to the documents and mechani cs contertblat Section 2.1 (i ) below, (i) a
certification by the Put Sellers , Call Seller®9dsx Call Sellers , as applicable, containing
representations as to (x) ownership of the Put&haCall Shares or 9.5x Call Shares, as
applicable , (y) authority, and (z) no liens be Put Shares , Call Shares or 9.5x Call
Shares, as applicable, and (ii) if the mable Put , Call or 9.5x Call would result in
Ulysses no longer holding any Shares of the Comp@ay consummation thereofentranct
into an escrow agreement providing for the depassuch Put/Call Closing of such portion
of the Estimated 9.5x Consideration or the Estich&eemium Consideration , as applicable,
as m ay reasonably be expected to be necesssayitty any payment obligation of the Put
Sellers, Call Sellers or 9.5x Call Sellers , gsliagable, under Section 2.1 (j )(i), and shall
provide that Ulysses and NewCo Holdings shall sailanjoint written notice to the escrow
agent thereunder to release all remaining fund®)yf to the Put Sellers , Call Sellers or 9.5x
Call Sellers , as applicable, upon satisfactiothddir obligations, if any, under S ection 2.1
( )(i) (such documenicollectively, the* Put/Call Document”).

0] The closing of any Put shall take place withinety (90 ) days after
delivery of the applicable Put Notice; providechowever, if a Put Consideration Notice
disagreeing with the amount of the Estimated 9.8rstleration set forth in the applicable
Put Notice has been delivered, the closing of sudishall take placen a date that is the la
of (i) ninety (90 ) days after delive ry of tapplicable Put Notice , or (ii) fifteen (15) days
after the resolution of the disagreement in acamdavith Section 2.1 (g ). T he closing of
any Call shall take place within ninety (90) dafteradelivery of the applicable Call Notice ;
provided, however, if a Call Consideration Notice disagreeing whle amount of the
Estimated Premium Consideration set forth in tha@iegble Call Notice has been delivered,
the closing of such Call shall take place on a tteeis the later of (i) ninety (90) days after
delivery of the applicable Call Notice, or (ii)tien (15) days after the resolution of the
disagreement in accordance with Section 2.1 ( @Rhe closing of any 9.5x Call shall take
place within ninety (90) days after delivery of #ygplicable 9.5x Call Notice; provided
however, if a 9.5x Consideration Notice disagreeing with amount of the Estimated 9.5x
Consideratiorset forth in the applicab9.5x
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Call Notice has been delivered, the closing of suélx Call shall take place on a date that is
the later of (i) ninety (90) days after deliverytb&é applicable 9.5x Call Notice, or (ii) fifteen
(15) days after the resolution of the disagreenreatcordance with Section 2.1 (g). T he
closing of any Put , Call or 9.5x Call , a * PutiGaosing”. At a Put/Call Closi ng:

(1) NewCo Holdings , on the one hand, and the Rlie®& , Call
Sellers or 9.5x Call Sellers , as applicable, @dther hand, shall execute and deliver to each
otherfully -executeccopies of the Put/Call Documen

(i) t he Put Sellers , Call Sellers or 9.5x Call8rs , as applicable,
shall deliver to NewCo Holdings certificates remting the Put Shares , Call Shares or 9.5x
Call Shares , as applicable, duly endorsed in btardccompanied by stock powers duly
endorsed in blank in proper form for transfer, vatipropriate transfer stamps, if any, affixed;
and

(i) NewCo Holdings shall deliver to the Put Se#le Call Sellers or
9.5x Call Sellers , as applicable , an amounaktputhe Estimated 9.5x Consideration or the
Estimated Premium Consideration , as applicablehi® Put Shares , Call Shares or 9.5x Call
Shares , as applicable, in immediately availabhel$y provided however, that if a Call
Consideration Notice or 9.5x Consideration Noties bheen timely delivered in accordance
with Section 2.1 (d ) or 2.1 (f) , as applicaldiecting to receive the applicable payment in
Tenet Common Shares (or if NewCo Holdings has frdelivered a Put Consideration
Notice ancelected to make payment in the form of Tenet Com®tweres pursuant to Section
2.1(b)) , NewCo Holdings shall deliver to the Bellers , Call Sellers or 9.5x Call Sellers ,
as applicable, the number of Tenet Common Shangsdha Fair Market Value, measured as
of the date of the applicable Put Notice , Callibbr 9.5x Call Notice , equal to the
Estimated 9.5x Consideration or the Estimated RienConsideration , as applicable, set
forth in such Put Notice , Call Notice or 9.5x Qdibtice , as applicable , or as finally
determined in accordance with Section 2.1 (g g@dicable. In the event the payment of |
Estimated 9.5x Consideration or the Estimated RienConsideration , as applicable, occurs
in the form of Tenet Common Shares, Tenet shathécextent any such Tenet Common
Shares are not registered under the Securitieaddof the applicable Put/Call Closing, use
reasonable best efforts to register such Tenet Gonfdares in accordance with applicable
SEC requirements as promptly as reasonably pradtidallowing suchPut/Call Closing

g) Within thirty (30) days after the Auditor congtés the audit of the
financial statements for the Company for the ajgblie Fiscal Year ( such date, with respect
to any Put/Call Closing, a_* Put/Call THp Date”) , t he parties to such Put/Call Closing
shall agree upon the Actual 9.5x ConsideratiorherActual Premium Consideration , as
applicable, based on such audited financial statésy@epared by the Auditor. On the
Put/Call True-Up Date, t he parties shall settlee difference, if any, between the Estimated
9.5x Consideration or the Estimated Premium Comatam , as applicable, and the Actual
9.5x Consideratioor theActual PremiunrConsideratior, as applicableas follows:

(1) If the amount of the Estimated 9.5x Considenaior the
Estimated Premium Consideration , as applicablegeds the Actual 9.5x Consideration or
the Actual Premium Consideration , as applicalble,Rut Sellers , Call Sellers or 9.5x Call
Sellers , as applicable, shall deliver to NewCoditajs an amount equal to such excess, in
immediately
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available funds ;_ provided however, at the election of the Put Sellers , Call Seltar8.5x
Call Sellers, as applicable , such amount of sxdess shall either (A) offset any subsequent
payment to be made by NewCo Holdings to the Pue&el Call Sellers or 9.5x Call Sellers ,
as applicable, in connection with a subsequent Batl or 9.5x Call transaction, or (B) be
deemed to be a Capital Contribution made by New@GldiHgs to the Company in such
amount, and the Company shall issue to NewCo Hg&dadditional Shares at a per-Share
price equal to its Fair Market Value, which shalthe amount calculated by (x) the Actual
9.5x Consideration or the Actual Premium Considenatas applicable, divided by (y) the
total number of Shares purchased by NewCo Holdimgjse applicable Put , Call or 9.5x

Call ; or

(i) If the amount of the Estimated 9.5x Considenmatbr the
Estimated Premium Consideration , as applicablesgser than the Actual 9.5x Consideration
or the Actual Premium Consideration , as applicaidewCo Holdings shall deliver to the
Put Sellers , Call Sellers or 9.5x Call Sellers applicable, an amount equal to such
difference, in immediately available func

(k) In calculating the Actual 9.5x ConsiderationfAmtual Premium
Consideration in connection with a Put, Call onx9Call, as applicable, as a result of which
Ulysses has cease d to own any Shares , the EB&Hd Net Debt amounts shall be
calculated in respect of only those items contetedlan the Approved Budget for such Fiscal
Year ,and shall disregard any extraordinary transactmuing following the delivery of tt
Put Notice, Call Notice or 9.5x Call Notice, as bgable , to the extent not contemplated by
the Approved Budget ;_ providedhat EBITDA and Net Debt amounts associated aiiy
acquisitions, any Net Debt incurred to make anyhsagguisitions and the Net Debt of any
such acquired Persons shall not be disregardedtaildoe included in the calculation of the
Actual 9.5x Consideration or Actual Premium Consadien in connection with any such Put,
Call or 9.5x Cal.

0] Upon the issuance of any Equity Securities pang to an option plan,
employment agreements, compensation arrangemeatkarwise to directors, officers or
employees of the Company or any of its Subsidiaviegh has the effect of diluting NewCo
Holdings’ ownership below a level that would beuied for Tenet to consolidate the
financial results of the Company with the otheafinial results of Tenet, NewCo Holdings
shall have the right to initiate the purchase byRNe Holdings from Ulysses and their
respective Permitted Transferees on a pro rata bési specified number of Shares (the
number of Shares specified in such notice, theti-Bilution Call Share$) necessary to
ensure that NewCo Holdings will maintain a suffiti®ercentage Interest to allow Tenet to
continue to consolidate the Company’s financialiltisswhich Percentage Interest shall be
determined by applicable law, regulations, accagnfirinciples, or an opinion from Tenet'’s
outside auditor. The purchase price payable by@eettoldings to Ulysses and their
Permitted Transferees for the Anti-Dilution Callgsés shall be determined in the manner set
forth in this Section 2.1 applicable to Put Sha

ARTICLE Il
GENERAL PROVISIONS

Section 3.1 Reimbursement of Expens. The Company agrees to pay or reimbt
(a) the Stockholders for (i) all reasonable costs @xpenses (including reasonable attor’
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fees, charges, disbursement and expenses) indarcednection with any amendme
supplement, modification or waiver of or to anytled terms or provisions of this Agreement
or any related agreements and (ii) in connectidh amy stamp, transfer, documentary or
other similar taxes, assessments or charges leyiatty governmental or revenue authority in
respect of this Agreement or any related agreemants(b) each Stockholder for all
reasonable costs and expenses of such Stockholdierding reasonable attorneys’ fees,
charges, disbursements and expenses) incurrechimection with (i) the consent to any
departure by the Company or any of its Subsididras the terms of any provision of this
Agreement or any related agreements and (ii) th@egment or exercise by such Stockholder
of any right granted to it or provided for hereunde

Section 3.2 _Termination This Agreement shall terminate upon the eattiexccur
of (a) the execution by all parties hereto of aten agreement to such effect or (b) the clc
of any Qualifying IPO by the Company;_provideithat no termination of this Agreement s|
affect the right of any party to recover damagesatlect indemnification for any breach of
the representations or covenants herein that catyomior to such terminatio

Section 3.3 _Amendments and Waiverll o modification, amendment or waiver of
any provision of this Agreement shall be effectwighout the prior approval in writing of t he
Company and each Stockholder ; providétht any Stockholder may waive in writing the
benefit of any provision of this Agreement withpest to itself for any purpose. The failure
of any party to enforce any of the provisions o thgreement shall in no way be construe
a waiver of such provisions and shall not affeetriight of such party thereafter to enforce
each and every provision of this Agreement in atance with its term:

Section 3.4 _Notices All notices and other communications hereuntafl e in
writing and shall be deemed duly given (a) on thtaf delivery if delivered personally, ol

by e-mail, upon written confirmation of receipt by-enail or otherwise, (b) on the first

Business Day following the date of dispatch if deted utilizing a next-day service by a
recognized next-day courier service or (c) on tmdéier of confirmed receipt or the fifth
Business Day following the date of mailing if delred by registered or certified mail, return
receipt requested, postage prepaid. All noticesumeler shall be delivered, if to the
Company, to the address set forth below, or ifnp &tockholder, to the addresses set forth in
Schedule 9.4 to the Stockholders Agreemenpursuant to such other instructions as

be designated in writing by the party to receivehsnotice:

c/o Tenet Healthcare Corporation

1445 Ross Avenue, Suite 1400

Dallas, TX 75202

Attention: Audrey Andrews

E-mail: audrey.andrews@tenethealth.com
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with a copy to:

Welsh, Carson, Anderson & Stowe X, L.P.
320 Park Avenue, Suite 2500

New York, New York 10022-6815
Attention: D. Scott Mackesy

E-mail: SMackesy@welshcarson.com

Section 3.5 _InterpretationWhen a reference is made in this Agreement to a
Section, Article, Exhibit or Schedule such refeeesball be to a Section, Article, Exhibit or
Schedule of this Agreement unless otherwise indétailhe table of contents and headings
contained in this Agreement or in any Exhibit oh&dule are for convenience of reference
purposes only and shall not affect in any way tleaning or interpretation of this
Agreement. All words used in this Agreement wél donstrued to be of such gender or
number as the circumstances require. Any capaalierms used in any Exhibit or Schedule
but not otherwise defined therein shall have thamrey as defined in this Agreement. All
Exhibits and Schedules annexed hereto or refeorbdrein are hereby incorporated in and
made a part of this Agreement as if set forth merdihe word “including” and words of
similar import when used in this Agreement will méacluding, without limitation,” unless
otherwise specified. The words “hereof,” “hereanid “hereunder” and words of similar
import when used in this Agreement shall refehs Agreement as a whole and not to any
particular provision in this Agreement. The teron™is not exclusive. The word “will” shall
be construed to have the same meaning and efféae asord “shall.” References to days
mean calendar days unless otherwise spec

Section 3.6 _Entire AgreementThis Agreement (including the Exhibits and
Schedules hereto) constitutes the entire agreemethtsupersedes all prior written
agreements, arrangements, communications and taol@irsys and all prior and
contemporaneous oral agreements, arrangements, waoahons and understandings among
the parties with respect to the subject mattehisfAgreement. Notwithstanding any oral
agreement or course of action of the parties ar Representatives to the contrary, no party
to this Agreement shall be under any legal oblayatd enter into or complete the transact
contemplated hereby unless and until this Agreersieait have been executed and delivered
by each of the partie

Section 3.7 _No ThirdParty Beneficiaries Except as provided in Section 3.1 9,
nothing in this Agreement, express or impliednptended to or shall confer upon any other
Person other than the parties and their respestiveessors and permitted assigns any le¢
equitable right, benefit or remedy of any naturdanor by reason of this Agreemei

Section 3.8 _Charter The provisions of this Agreement shall betaahng if any
such provisions or the operation thereof conflighwhe provisions of the Charter. Each of
the parties covenants and agrees to vote theieSlaad to take any other action reasonably
requested by the Company or any Stockholder to drifenCharter so as to avoid any con
with the provisions hereo

Section 3.9 _Governing Law This Agreement and all disputes or controversies
arising out of or relating to this Agreement or trensactions contemplated hereby shall be
governed by, and construed in accordance withintieenal laws of the State of Delaware,
without regarc
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to the laws of any other jurisdiction that mightdmplied because of the conflicts of la
principles of the State of Delaware.

Section 3.10 Submission to Jurisdictioeach of the parties irrevocably
agrees that any legal action or proceeding arisui@f or relating to this Agreement brought
by any other party or its successors or assigrttsharought and determined in the Court of
Chancery of the State of Delaware, the courts @lthited States of America for the District
of Delaware, and appellate courts thereof, and eatie parties hereby irrevocably submits
to the exclusive jurisdiction of the aforesaid asdor itself and with respect to its property,
generally and unconditionally, with regard to anglsaction or proceeding arising out of or
relating to this Agreement and the transactionsesuplated hereby. Each of the parties
agrees not to commence any action, suit or prongeéiating thereto except in the courts
described above in Delaware, other than actiomsmyncourt of competent jurisdiction to
enforce any judgment, decree or award renderedhypgach court in Delaware as described
herein. Each of the parties further agrees thiate@as provided herein shall constitute
sufficient service of process and the parties &rrikaive any argument that such service is
insufficient. Each of the parties hereby irrevdgand unconditionally waives, and agrees
not to assert, by way of motion or as a defensentenclaim or otherwise, in any action or
proceeding arising out of or relating to this Agremt or the transactions contemplated
hereby, (a) any claim that it is not personallyjeabto the jurisdiction of the courts in
Delaware as described herein for any reason, @b)ttbr its property is exempt or immune
from jurisdiction of any such court or from any &g@rocess commenced in such courts
(whether through service of notice, attachmentrgaqudgment, attachment in aid of
execution of judgment, execution of judgment orotvise) and (c) that (i) the suit, action or
proceeding in any such court is brought in an ineairent forum, (ii) the venue of such suit,
action or proceeding is improper or (iii) this Agreent, or the subject matter hereof, may not
be enforced in or by such cout

Section 3.11 Successors, Assigns and TransferBiesther this Agreement
nor any of the rights, interests or obligationsemithis Agreement may be assigned or
delegated, in whole or in part, by operation of mvwwtherwise, by any party hereto without
the prior written consent of the other parties teerend any such assignment without such
prior written consent shall be null and void, exdepconnection with any Transfer of Shares
permitted under this Agreement or Article VI of theockholders Agreement . Subject to the
preceding sentence, this Agreement will be bindipgn, inure to the benefit of, and be
enforceable by, the parties and their respecticeessors and assig!

Section 3.12 EnforcementThe parties agree that irreparable damage would
occur in the event that any of the provisions @ fhgreement were not performed in
accordance with their specific terms or were otligsvioreached. Accordingly, each of the
parties shall be entitled to specific performantcthe terms hereof, including an injunction or
injunctions to prevent breaches of this Agreemeudtta enforce specifically the terms and
provisions of this Agreement in the Court of Chagya# the State of Delaware, the courts of
the United States of America for the District ofl@eare and appellate courts thereof, this
being in addition to any other remedy to which spalty is entitled at law or in equity. Each
of the parties hereby further waives (a) any defensny action for specific performance t
a remedy at law would be adequate and (b) any remeint under any law to post security as
a prerequisite to obtaining equitable rel
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Section 3.1 Currency. All references t¢“‘dollars” or “$” or “US$” in this
Agreement refer to United States dollars, whictihéscurrency used for all purposes in this
Agreement

Section 3.14 Severability Whenever possible, each provision or portion of
any provision of this Agreement shall be interpdatesuch manner as to be effective and
valid under applicable Law, but if any provisionpgmrtion of any provision of this Agreeme
is held to be invalid, illegal or unenforceableaimy respect under any applicable Law or rule
in any jurisdiction, such invalidity, illegality amenforceability shall not affect any other
provision or portion of any provision in such jufistion, and this Agreement shall be
reformed, construed and enforced in such jurisaicais if such invalid, illegal or
unenforceable provision or portion of any provisi@d never been contained her:

Section 3.15 Waiver of Jury TrialEACH OF THE PARTIES TO THIS
AGREEMENT HEREBY IRREVOCABLY WAIVES ALL RIGHT TO ATRIAL BY JURY
IN ANY ACTION, PROCEEDING OR COUNTERCLAIM ARISING OT OF OR
RELATING TO THIS AGREEMENT OR THE TRANSACTIONS CONEMPLATED
HEREBY.

Section 3.16 CounterpartsThis Agreement may be executed in two or more
counterparts, all of which shall be considered ame the same instrument and shall become
effective when one or more counterparts have bigged by each of the parties and delive
to the other party

Section 3.17 Facsimile or .pdf Signatur@his Agreement may be executed
by facsimile or .pdf signature and a facsimilepaif .signature shall constitute an original for
all purposes

Section 3.18 No Presumption Against Drafting Paiach of the parties
hereto acknowledges that it has been representedumsel in connection with this
Agreement and the transactions contemplated byAtrieement. Accordingly, any rule of
law or any legal decision that would require intetption of any claimed ambiguities in this
Agreement against the drafting party has no apjdicand is expressly waive

Section 3.19 No RecourseNotwithstanding anything that may be expressed
or implied in this Agreement, the Company and esidtkholder covenants, agrees and
acknowledges that no recourse under this Agreeoreamty documents or instruments
delivered in connection with this Agreement shalliad against any current or future
director, officer, employee, general or limitedtpar or equity holder of any Stockholder or
of any Affiliate or assignee thereof, whether by @nforcement of any assessment or by any
legal or equitable proceeding, or by virtue of atatute, regulation or other applicable law, it
being expressly agreed and acknowledged that rsmipak liability whatsoever shall attach to,
be imposed on or otherwise be incurred by any otioefuture officer, agent or employee of
any Stockholder or any current or future membergf Stockholder or any current or future
director, officer, employee, partner or membermf &tockholder or of any Affiliate or
assignee thereof, as such for any obligation of&togkholder under this Agreement or any
documents or instruments delivered in connectidh tis Agreement for any claim based
in respect of or by reason of such obligationsheirtcreation. For the avoidance of doubt,
nothing in this Section 3.19 shall affect any oaligns of Tenet as set forth in Section 3
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Section 3.2( Waiver of Conflict of Interes. The attorneys, accountants ¢
other experts who perform services for any Stoalkdoiay also perform services for the
Company. To the extent that that foregoing repried®n constitutes a conflict of interest,
Company and each Stockholder hereby expressly veaiyesuch conflict of interes

Section 3.21 Obligations of NewCo Holdingd he obligations of NewCo
Holdings hereunder (including, without limitaticdhe obligation to make any payments or
take any other actions in connection with any Bal] or 9.5x Call) shall be joint and several
obligations of each of NewCo Holdings and Tenethgihat Tenet shall be directly
responsible for each such obligat.

[The remainder of this page is intentionally lefirk.]
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IN WITNESS WHEREOF, the parties hereto have enterexdthis Agreement or have
caused this Agreement to be executed as of thdidzteritten above by their respective
officers thereunto duly authorized.

USPI HOLDING COMPANY, INC.

By: /s/ Paul A. Castanc
Name: Paul A. Castano
Title:  Vice Presiden

HCN SURGERY CENTER HOLDINGS,
INC.

By: /s/ Douglas E. Rak

Name: Douglas Rab
Title:  Vice Presiden

TENET HEALTHCARE CORPORATION

By: /s/ Tyler C. Murphy
Name: Tyler Murphy
Title:  Vice President & Treasur:

[Signature Page to Put/Call Agreeme



ULYSSESJV HOLDING | L.P.

By: /s/ Ed Sobo

Name:
Title:

ULYSSES JVHOLDING II L.P.

By: /s/ Ed Sobo

Name:
Title:

[Signature Page to Put/Call Agreeme



Exhibit 31(a)
Rule 13a-14(a)/15d-14 (a) Certification
I, Trevor Fetter, certify that:

1. I have reviewed this quarterly report on ForraQl 6f Tenet Healthcare Corporation (the “ Regigtran

"),

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amit
state a material fact necessary to make the statemmade, in light of the circumstances under which
such statements were made, not misleading witteot$p the period covered by this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in this
report, fairly present in all material respectsfihancial condition, results of operations andcisws
of the Registrant as of, and for, the periods preegkin this report;

4, The Registrant ’ s other certifying officer anare responsible for establishing and maintaining
disclosure controls and procedures (as definedah&hge Act Rules 13a-15 (e) and 15d-15(e)) and
internal control over financial reporting (as definin Exchange Act Rules 13a-15 (f) and 15d-15¢#))
the Registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and
procedures to be designed under our supervisi@ngare that material information relating to the
Registrant, including its consolidated subsidigriesnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financégdarting, or caused such internal control over
financial reporting to be designed under our sup&m, to provide reasonable assurance regarding
the reliability of financial reporting and the pegption of financial statements for external pugsos
in accordance with generally accepted accountimgiples;

(c) Evaluated the effectiveness of the Registrandisclosure controls and procedures and presénted
this report our conclusions about the effectiversdésthe disclosure controls and procedures, as of
the end of the period covered by this report basesuch evaluation; and

(d) Disclosed in this report any change in the Riegit ' s internal control over financial repogithat
occurred during the Registrant’ s most recengfiguarter (the Registrant ’ s fourth fiscal quarte
in the case of an annual report) that has matgadiécted, or is reasonably likely to materially
affect, the Registrant ' s internal control overaincial reporting; and

5. The Registrant ’ s other certifying officer antive disclosed, based on our most recent evatuafi
internal control over financial reporting, to thedistrant ' s auditors and the audit committeehef t
Registrant ' s board of directors (or persons petiog the equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbontro
over financial reporting which are reasonably k&l adversely affect the Registrant ’ s ability to
record, process, summarize and report financiatinétion; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a
significant role in the Registrant ’ s internal tah over financial reporting.

Date: August 3, 2015

/sl TREVOR FETTER
Trevor Fetter

Chief Executive Officer and Chairman of the Boafd o
Directors







Exhibit 31(b)
Rule 13a-14(a)/15d-14 (a) Certification
I, Daniel J. Cancelmi, certify that:

1. I have reviewed this quarterly report on ForraQl 6f Tenet Healthcare Corporation (the “ Regigtran

"),

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or amit
state a material fact necessary to make the statemmade, in light of the circumstances under which
such statements were made, not misleading witteot$p the period covered by this report;

3. Based on my knowledge, the financial statemeamis,other financial information included in this
report, fairly present in all material respectsfihancial condition, results of operations andcisws
of the Registrant as of, and for, the periods preegkin this report;

4, The Registrant ’ s other certifying officer anare responsible for establishing and maintaining
disclosure controls and procedures (as definedah&hge Act Rules 13a-15 (e) and 15d-15(e)) and
internal control over financial reporting (as definin Exchange Act Rules 13a-15 (f) and 15d-15¢#))
the Registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and
procedures to be designed under our supervisi@ngare that material information relating to the
Registrant, including its consolidated subsidigriesnade known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financégdarting, or caused such internal control over
financial reporting to be designed under our sup&m, to provide reasonable assurance regarding
the reliability of financial reporting and the pegption of financial statements for external pugsos
in accordance with generally accepted accountimgiples;

(c) Evaluated the effectiveness of the Registrandisclosure controls and procedures and presénted
this report our conclusions about the effectiversdésthe disclosure controls and procedures, as of
the end of the period covered by this report basesuch evaluation; and

(d) Disclosed in this report any change in the Riegit ' s internal control over financial repogithat
occurred during the Registrant’ s most recengfiguarter (the Registrant ’ s fourth fiscal quarte
in the case of an annual report) that has matgadiécted, or is reasonably likely to materially
affect, the Registrant ' s internal control overaincial reporting; and

5. The Registrant ’ s other certifying officer antive disclosed, based on our most recent evatuafi
internal control over financial reporting, to thedistrant ' s auditors and the audit committeehef t
Registrant ' s board of directors (or persons petiog the equivalent functions):

(@) All significant deficiencies and material weakses in the design or operation of internal cbontro
over financial reporting which are reasonably k&l adversely affect the Registrant ’ s ability to
record, process, summarize and report financiatinétion; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a
significant role in the Registrant ’ s internal tah over financial reporting.

Date: August 3, 2015

/s/ DANIEL J. CANCELMI
Daniel J. Cancelmi
Chief Financial Officer




Exhibit 32

Certifications Pursuant to Section 1350 of Chapte63
of Title 18 of the United States Code

We, the undersigned Trevor Fetter and Daniel Jc€lam, being, respectively, the President and Chief
Executive Officer and the Chief Financial Officdrienet Healthcare Corporation (the “ Registrajitdo each
hereby certify that (i) the Registrant ’ s QuastéRleport on Form 10-Q for the quarter ended Jun@05 (the “
Form 10-Q "), to be filed with the Securities daxichange Commission on the date hereof, fully caesphkith
the requirements of Section 13 (a) or 15 (d)hef$ecurities Exchange Act of 1934, and (ii) tHerimation
contained in the Form 10-Q fairly presents, imaditerial respects, the financial condition andiltsof
operations of the Registrant and its subsidiaries.

Date: August 3, 2015 /sl TREVOR FETTEF
Trevor Fetter

Chief Executive Officer and Chairman of the Boafd o
Directors

Date: August 3, 2015 /s/ DANIEL J. CANCELMI
Daniel J. Cancelmi
Chief Financial Officer

The foregoing certification is being furnished $pleursuant to 18 U.S.C. §1350; it is not beingdil
for purposes of Section 18 of the Securities Exgbafct, and is not to be incorporated by referantaeany
filing of the Registrant, whether made before demtfhe date hereof, regardless of any generafpocation
language in such filing.



