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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)

March 31, December 31,
2015 2014
ASSETS
Current assets:
Cash and cash equivalel $ 185 $ 193
Accounts receivable, less allowance for doubtfabants
($902 at March 31, 2015 and $852 at
December 31, 201« 2,468 2,404
Inventories of supplies, at cc 268 276
Income tax receivabl 2 2
Current portion of deferred income ta) 718 747
Assets held for sal 337 2
Other current asse 1,146 1,093
Total current assets 5,124 4,717
Investments and other ass 355 384
Deferred income taxes, net of current por 66 116
Property and equipment, at cost, less accumulatprkediation and amortizatic
($4,479at March 31, 2015 ar$4,478at December 31, 201 7,528 7,733
Goodwill 3,874 3,913
Other intangible assets, at cost, less accumuéatexttizatior
($692at March 31, 2015 ar$671at December 31, 201 1,478 1,278
Total assets $ 18,425 $ 18,141
LIABILITIES AND EQUITY
Current liabilities:
Shor-term borrowings $ 400 $ —
Current portion of lon-term deb! 110 112
Accounts payabl 1,098 1,179
Accrued compensation and bene 671 852
Professional and general liability reser 188 189
Accrued interest payab 268 194
Liabilities held for sale 45 —
Other current liabilitie! 954 1,051
Total current liabilities 3,734 3,577
Long-term debt, net of current portic 11,824 11,695
Professional and general liability reser 524 492
Defined benefit plan obligatior 629 633
Other lon¢-term liabilities 534 558
Total liabilities 17,245 16,955
Commitments and contingenci
Redeemable noncontrolling interests in equity aofsobidated subsidiarie 208 401
Equity:
Shareholders equity:
Common stock$0.05par value; authorize262,500,00(shares146,346,93:
shares issued at March 31, 2015 and 145,578,736sslsaued at
December 31, 201 7 7
Additional paic-in capital 4,751 4,614
Accumulated other comprehensive I (179 (182
Accumulated defici (1,363 (1,410
Common stock in treasury, at cc47,183,241shares at March 31, 20.
and47,196,90zshares at December 31, 2( (2,377 (2,378
Total shareholders equity 839 651
Noncontrolling interests 133 134
Total equity 972 785
Total liabilities and equity $ 18,425 § 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)
Three Months Ended
March 31,
2015 2014
Net operating revenues:
Net operating revenues before provision for dodlatficounts $ 4791 $ 4,306
Less: Provision for doubtful accounts 363 380
Net operating revenues 4,428 3,926
Operating expenses:
Salaries, wages and benefits 2,125 1,921
Supplies 687 628
Other operating expenses, net 1,093 999
Electronic health record incentives (6) 9)
Depreciation and amortization 207 193
Impairment and restructuring charges, and acqoisitelated costs 29 21
Litigation and investigation costs 3 3
Operating income 290 170
Interest expense (199 (182
Net income (loss) from continuing operations, bef@ income taxes 91 (12)
Income tax benefit (expense) (16) 1
Net income (loss) from continuing operations, befa discontinued operations 75 (11)
Discontinued operations:
Loss from operations (2) (8)
Litigation and investigation costs 3 —
Income tax benefit (expense) (1) 3
Net income (loss) from discontinued operations 1 (5)
Net income (loss) 76 (16)
Less: Net income attributable to noncontrollingnetsts 29 16
Net income (loss) attributable to Tenet Healthcar€orporation common shareholders $ 47 % (32)
Amounts attributable to Tenet Healthcare Corporation common shareholders
Net income (loss) from continuing operations, rfeb® $ 46 $ (27)
Net income (loss) from discontinued operations,afi¢tix 1 (5)
Net income (loss) attributable to Tenet Healthcar€orporation common shareholders $ 47 $ (32)
Earnings (loss) per share attributable to Tenet Heléhcare Corporation common shareholders
Basic
Continuing operations $ 047 $ (0.28
Discontinued operations 0.01 (0.05
$ 048 $ (0.33
Diluted
Continuing operations $ 046 $ (0.28
Discontinued operations 0.01 (0.05

$ 047 $ (033

Weighted average shares and dilutive securities csteinding (in thousands):
Basic 98,699 97,161
Diluted 100,872 97,161

See accompanying Notes to Condensed Consolidated¢tal Statements .
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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
March 31,
2015 2014
Net income (loss $ 76 $ (16)
Other comprehensive income:
Amortization of prior-year service costs includechiet periodic benefit costs 3 1
Unrealized gains on securities held as availableséte 1 —
Other comprehensive income before income taxes 4 1
Income tax expense related to items of other cohgmsive income (1) —
Total other comprehensive income, net of tax 3 1
Comprehensive net income (loss) 79 (15)
Less: Comprehensive income attributable to noncontiling interests 29 16
Comprehensive net income (loss) attributable to Test Healthcare Corporation
common shareholders $ 50 $ (31)

See accompanying Notes to Condensed Consolidatedétal Statements.
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TENET HEALTHCARE CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
Dollars in Millions

(Unaudited)
Three Months Ended
March 31,
2015 2014
Net income (loss) $ 76 $ (16)
Adjustments to reconcile net income (loss) to neash used in operating activities:
Depreciation and amortization 207 193
Provision for doubtful accounts 363 380
Deferred income tax expense (benefit) 12 3)
Stock-based compensation expense 15 12
Impairment and restructuring charges, and acqoisitelated costs 29 21
Litigation and investigation costs 3 3
Amortization of debt discount and debt issuancéscos 7 7
Pre-tax (income) loss from discontinued operations (2) 8
Other items, net (8) 3)
Changes in cash from operating assets and liabilés:
Accounts receivable (484, (557,
Inventories and other current assets (74) (60)
Income taxes 8 (2)
Accounts payable, accrued expenses and other tliakitities (200 29
Other long-term liabilities 28 13
Payments for restructuring charges, acquisition-redted costs, and litigation costs and
settlements (33) (30)
Net cash used in operating activities from discomiued operations, excluding income taxes (4) (14)
Net cash used in operating activities (57) (19)
Cash flows from investing activities:
Purchases of property and equipment — continuiregaijpons (184, (281
Purchases of businesses or joint venture intenestsf cash acquired (11) 9
Proceeds from sales of marketable securities, teng-investments and other assets 6 3
Other long-term assets 2 (4)
Net cash used in investing activities (187, (291
Cash flows from financing activities:
Repayments of borrowings under credit facility (690 (665,
Proceeds from borrowings under credit facility 820 430
Repayments of other borrowings (32) (24)
Proceeds from other borrowings 401 600
Deferred debt issuance costs (4) (11)
Distributions paid to noncontrolling interests (11) (11)
Contributions from noncontrolling interests 2 13
Purchase of noncontrolling interest (254 =
Proceeds from exercise of stock options 7 6
Other items, net (3) —
Net cash provided by financing activities 236 338
Net increase (decrease) in cash and cash equis (8) 28
Cash and cash equivalents at beginning of period 193 113
Cash and cash equivalents at end of period $ 185 $ 141
Supplemental disclosures:
Interest paid, net of capitalized interest $ (117 $ (105
Income tax refunds (payments), net $ 1 3 (2)

See accompanying Notes to Condensed Consolidatedétal Statements.






Table of Content
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 national, diversified healthcare sergicempany. At March 31, 2015 , we operated 80 haispi one
of which is temporarily closed for repairs) , 2diEpatient centers, six health pl ans and Comifgdings, Inc.
(“Conifer”), which provides healthcare businessqass services in the areas of revenue cycle marggem
value-based care and patient communications .

This quarterly report supplements our Annual ReporForm 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 d&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 toGandensed
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.

Although the Condensed Consolidated Financial 8tet¢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 asia 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 month period eridacth 31, 2015 are not necessarily indicativéhef
results that may be expected for the full year.dRea for this include, but are not limited to: @lerevenue and
cost trends, particularly the timing and magnitoflerice changes; fluctuations in contractual ahoees and
cost report settlements and valuation allowancesiaged care contract negotiations, settlementrmiriations
and payer consolidations; changes in Medicare aedidaid regulations; Medicaid and other supplenmenta
funding levels set by the states in which we opertite timing of approval by the Centers for Medicand
Medicaid Services of Medicaid provider fee reveptmgrams; trends in patient accounts receivable
collectability and associated provisions for doub#iccounts; fluctuations in interest rates; lexdlmalpractice
insurance expense and settlement trends; the nushbevered lives managed by our health plans heglans’
ability to effectively manage medical costs; thmitig of when we meet the criteria to recognizeteteic health
record incentives; impairment of long-lived assetd goodwill; restructuring charges; acquisitiolated costs;
losses, costs and insurance recoveries relategttioah disasters; litigation and investigation spacquisitions
and dispositions of facilities and other assetspine tax rates and deferred tax asset valuatiowatice
activity; changes in estimates of accruals for ahmcentive compensation; the timing and amouh&ark
option and restricted stock unit grants to empleyard directors; gains or losses from early exisiguent of
debt; and changes in occupancy levels and pat@uaies. Factors that affect patient volumes aretethy, the
results of operations at our hospitals and relhtsdthcare facilities include, but are not limitedthe business
environment, economic conditions and demograpHidscal communities in which we operate; the numdifer
uninsured and underinsured individuals in local oamities treated at our hospitals; seasonal cyaflémess;
climate and weather conditions; physician recruittneetention and attrition; advances in technolagg
treatments that reduce length of stay; local heatdhcompetitors; managed care contract negotsmtion
terminations; the number of patients with high-dethle health insurance plans; any unfavorable ipitplabout
us, which impacts our relationships with
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physicians and patients; changes in healthcardatgus and the participation of individual staite$ederal
programs; and the timing of elective proceduregsehconsiderations apply to year-to-year compagiasrwell.

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 chargesys kestimated
discounts for contractual and other allowancesgipally for patients covered by Medicare, Medicahnaged
care and other health plans, as well as certaimsunéd patients under o@ompact with Uninsured Patients
(“Compact”) and other uninsured discount and cligmibgrams .

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

Three Months Ended

March 31,
2015 2014

General Hospitals:

Medicare $ 915 $ 857

Medicaid 386 292

Managed care 2,469 2,190

Indemnity, self-pay and other 424 447

Acute care hospitals — other revenue 15 19
Other:

Other operations 582 501
Net operating revenues before provision for doubtfliaccounts $ 4,791 $ 4,306

Cash and Cash Equivalents

We treat highly liquid investments with original tagties of three months or less as cash equivalent
Cash and cash equivalents were approximately $tBiton and $193 million at March 31, 2015 and
December 31, 2014 , respectively. At March 31, 28i& December 31, 2014 , our book overdrafts were
approximately $226 million and $264 million, resfively, which were classified as accounts payable

At March 31, 2015 and December 31, 2014 , approwein®117 million and $104 million,
respectively, of total cash and cash equivalentséraccompanying Condensed Consolidated BalaneetSh
were intended for the operations of our captiverasce subsidiaries.

Also at March 31, 2015 and December 31, 2014 ,a$#89 million and $150 million, respectively,
of property and equipment purchases accrued farsiteeceived but not yet paid. Of these amounts, $iillon
and $112 million, respectively, were included @c@unts payable.

During the three months ended March 31, 2015 afid 2@e entered into non-cancellable capital
leases of approximately $33 million and $52 roiilirespectively, primarily for buildings and equient.
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Other Intangible Assets

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

Gross
Carrying Accumulated Net Book
Amount  Amortization Value

At March 31, 2015:

Capitalized software costs $1,400 $ (589 $ 811

Long-term debt issuance costs 249 (57) 192

Trade names 106 — 106

Contracts 290 (13) 277

Other 125 (33) 92

Total $2,170 $ (692 $1,478
Gross

Carrying Accumulated Net Book
Amount  Amortization Value

At December 31, 2014:

Capitalized software costs $1412 $ (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 March 31, 2015 was as felo

Years Ending December 31, Later
Total 2015 2016 2017 2018 2019  Years
Amortization of intangible assets $1366 $ 196 $204 $ 153 $ 131 $ 111 $571

NOTE 2. ACCOUNTS RECEIVABLE AND ALLOWANCE FOR DOUBT FUL ACCOUNTS

The principal components of accounts receivableshosvn in the table below:

March
31, December 31
2015 2014
Continuing operations:
Patient accounts receivable $ 329 $ 3,178
Allowance for doubtful accounts (902, (851;
Estimated future recoveries from accounts assigmedr Conifer subsidiary 121 125
Net cost reports and settlements payable and vatuallowances (49) (51)
2,465 2,401
Discontinued Operations 3 3
Accounts receivable, net $ 2468 $ 2,404

At March 31, 2015 and December 31, 2014, our altmedor doubtful accounts was 27.4% and
26.8% , respectively, of our patient accounts red@le. Accounts that are pursued for collectiootigh
Conifer’s regional business offices are maintaioraur hospitals’ books and reflected in patierbaats
receivable with an allowance for doubtful accowrgtablished to reduce the carrying value of suckivables to
their estimated net realizable value. Generallyestimate this allowance based on the aging ofocounts
receivable by hospital, our historical collectiofperience by hospital and for each type of payed, @her
relevant factors. At March 31, 2015 and Decembe814, our allowance for doubtful accounts fof-gahy
was 80.3 % and 78.0% , respectively, of our sejfypatient accounts receivable, including co-pays an
deductibles owed by patients with insurance. Atéfe81, 2015 and
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December 31, 2014, our allowance for doubtful aot®for managed care was 6.4% and 6.5% , respbgtofe
our managed care 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 serviaesved,
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 regogse 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 bensfipplies and other operating expenses) of césingur
self-pay patients and charity care patients , dsagaevenues attributable to DSH and other supeteal
revenues we recognized in the three months elidech 31, 2015 and 2014 .

Three Months Ended March 31,

2015 2014
Estimated costs for:
Self-pay patients $ 164 $ 189
Charity care patients $ 36 $ 40
DSH and other supplemental revenues $ 247 $ 154

At March 31, 2015 and December 31, 2014 , we hadoxpmately $412 million and $399 million,
respectively, of receivables recorded in otherenirassets and approximately $166 million and $8illzon,
respectively, of payables recorded in other curiabtlities in the accompanying Condensed Consatdid
Balance Sheets related to California’s providerdemgram.

NOTE 3. ASSETS AND LIABILITIES HELD FOR SALE

In the th ree months ended March 31, 2015, we etteto a definitive agreement to form a joint
venture with Baylor Scott & White Health involgrihe own ership and operation of Centennial Mddica
Center, Doctors Hospital at White Rock Lake, LakinEe Medical Center and Texas Regional Medicalt€en
at Sunnyvale (collectively, “our North Texas hoafsit) — which are currently operated by certairoof
subsidiaries — and Baylor Medical Center at Garlamhich is currently owned and operated by Ba@oott &
White Health. Baylor Scott & White Health will holdmajority ownershi p interest in the joint vertuin
accordance with the guidance in the Financial Aotiog Standards Board’s Accounting Standards Ceatifon
(“ASC”) 360, “Property, Plant and Equipment,” wlassified $337 million of assets of our North &sx
hospitals as “assets held for sale” in currenttassed $45 million of liabilities of our North Tex&ospitals as
“liabilities held for sale” in current liabilitiem the accompanying Condensed Consolidated Balgheet at
March 31, 2015. These assets and liabilities wecerded at the lower of their carrying amount eirtfair
value less estimated costs to sell. The fair valuere based on estimated net proceeds underfihéide joint
venture agreement. There were no impairment chaegesded as a result of this anticipated transactiThe
transaction is subject to customary closing coadgj including regulatory approvals.

Assets and liabilities c lassified as held for sl&larch 31, 2015 were comprised of the following:

Accounts receivable $ 55
Other current assets 41
Property and equipment 182
Goodwill 49
Other long-term assets 10
Current liabilities (38)
Long-term liabilities (7)
Net assets held for sale $ 292
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NOTE 4. IMPAIRMENT AND RESTRUCTURING CHARGES, AND A CQUISITION-RELATED
COSTS

During the three months ended March 31, 2015 ,awserded impairment and restructuring charges and
acquisition-related costs of $29 million, consigtof $6 million of employee severance cos$8 million of
restructuring costs, and $20 million in acquisiti@lated costs, which include $7 million of antion costs
and $13 million of acquisition integration charges.

During the three months ended March 31, 2014 ,aserded impairment and restructuring charges and
acquisition-related costs of $21 million, consigtof $6 million of employee severance costsy rillion of
restructuring costs, and $10 million in acquisitietated costs , which include $6 million of transon costs
and $4 million of acquisition integration charges

Our impairment tests presume stable, improvingnospme cases, declining operating results in our
hospitals, which are based on programs and iniatbeing implemented that are designed to achieve
hospital’s most recent projections. If these proggrs 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 March 31, 2015, our continuing operationssisted of two reportable segments, our H ospital
Operations and other a nd Conifer. Our H osfifa¢rations and other segment was structured lasvioht
March 31, 2015 :

«  Our Central region include d all of our hospitatsl ather operations in Missouri, New Mexico,
Tennessee and Texas, except for those in the Redddalth, San Antonio and South Texas
markets;

« Our Florida region include d all of our hospitatglaother operations in Florida;

« Our Northeast region include d all of our hospitaisl other operations in lllinois, Massachusetts
and Pennsylvani:

« Our Southern region include d all of our hospitaisl other operations in Alabama, Georgia, North
Carolina and South Carolin

« Our Western region include d all of our hospitald ather operations in Arizona and California;
«  Our Detroit market included all of our hospitalslaither operations in the Detroit, Michigan area;

« Our Resolute Health market include d our hospital ather operations i n the New Braunfels,
Texas aree

« Our San Antonio market include d all of our hodgitand other operations in the San Antonio,
Texas aresand

« Our South Texas market include d all of our hospigmd other operations in the Brownsville and
Harlingen, Texas are:.

Subsequent to March 31, 2015 , we combined ourr@eRegion with our Resolute Health, San Antonid an
South Texas markets to create our new Texas Re@iancegions and markets are reporting units used t
perform our goodwill impairment analysis and are ¢avel below our hospital operations reportablgifess
segment level.

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.
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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 aggregategipal
amount of $400 million. At March 31, 2015, we #&D0 million aggregate principal amount of ternmiga
outstanding under the Interim Loan Agreement. Waglube proceeds of the term loans (i) to repaytanting
obligations unde r our Credit Agreement (definelbW , and (ii) to pay certain costs, fees and esgs
incurred in connection with entering into the limet.oan Agreement.

Amounts that are borrowed under the Interim Loane&gent that are repaid or prepaid may not be
reborrowed. The maturity date of all outstandingni® made under the Interim Loan Agreement is Magh
2016. Outstanding term loans accrue interest basedminimum London Interbank Offered Rate of 1.0@lUs
a margin ranging from 3.50% to 4.25% per annum dbasespecific time periods set forth in the Intetioan
Agreement. Our outstanding term loans will accnierest at 4.50% through July 22, 2015, at whictetihe
interest rate, if the loans have not yet been tepaill increase by 25 basis points. The loans atheér
obligations under the Interim Loan Agreement arargnteed by, and secured by a junior pledge ofdpéal
stock and other ownership interests of, certaiourfdomestic hospital subsidiaries on a junior besis with the
liens securing our existing senior secured notes.

Long-Term Debt and Lease O bligations

The table below shows our long-term debt at M&th2015 and December 31, 2014 :

March
31, December 31
2015 2014
Senior notes:
5%, due 2019 $ 1,100 $ 1,100
5*/2%, due 2019 500 500
6°%/4%, due 2020 300 300
8%, due 2020 750 750
8'/s%, due 2022 2,800 2,800
67/8%, due 2031 430 430
Senior secured notes:
6"/4%, due 2018 1,041 1,041
43/4%, due 2020 500 500
6%, due 2020 1,800 1,800
4 /2%, due 2021 850 850
43/8%, due 2021 1,050 1,050
Credit facility due 2016 350 220
Capital leases and mortgage notes 484 487
Unamortized note discounts and premium (21) (21)
Total long-term debt 11,934 11,807
Less current portion 110 112
Long-term debt, net of current portion $11,824 $§ 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 scheduletliritp date
of November 29, 2016, is collateralized by pat@etounts receivable of all of our wholly owned accare and
specialty hospitals. In addition, borrowings untther Credit Agreement are guaranteed by our whallgexl
hospital subsidiaries. Outstanding revolving loaosrue interest at a base rate plus a margin rgrigim 1.00%
to 1.50% or the London Interbank Offered Rate plusargin ranging from 2.00% to 2.50% per annumdase
available credit. An unused

10
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commitment fee payable on the undrawn portion efrévolving loans ranges from 0.375% to 0.500% per
annum based on available credit. Our borrowinglalgity is based on a specified percentage ofilelig
accounts receivable, including self-pay accountdMarch 31, 2015 , we had $350 million of cashrbwing s
outstanding under the Credit Agreement subjechtm@rest rate of 2.39% , and we had approximaiély
million of standby letters of credit outstandingasg®d on our eligible receivables, approximatelycb@dillion
was available for borrowing und er the Credit Agneat at March 31, 2015 .

Letter of Credit Facility

On Marc h 7, 2014, we entered into a letter of itfadility agreement (“LC Facility”) that providder
the issuance of standby and documentary lettersediit (including certain letters of credit issuetler our
existing Credit Agreement, which we transferrethim LC Facility (the “Existing Letters of Credit})jrom time
to time, in an aggregate principal amount of uf180 million (subject to increase to up to $200liam). The
LC Facility has a scheduled maturity date of Mar¢cR2017, and obligations thereunder are guararigeahd
secured by a first priority pledge of the capitalck and other ownership interests of certain aftmspital
subsidiaries on an equal ranking basis with oustalg 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. Arseth commitment fee is payable at an initial r&@.50%
per annum with a step down to 0.375% per annumdbais¢he secured debt to EBITDA ratio of 3.00 1001 A
per annum fee on the aggregate outstanding améisgu®d but undrawn letters of credit (includingdgng
Letters of Credit) will accrue at a rate of 1.87p& annum. An issuance fee equal to 0.125% pemamfthe
aggregate face amount of each outstanding letteredfit is payable to the account of the issuehefrelated
letter of credit. At March 31, 2015 , we had appmately $114 million of standby letters of credittstanding
under the LC Facility.

Senior Notes

In March 2014, we sold $600 mill ion aggregate gipal amount of 5% senior notes, which will
mature on March 1, 2019. We will pay interest om iotes semi-annually in arrears on March 1 andeSeyer 1
of each year, which payments commenced on Septemi2€i14. The net proceeds from the sale of thesnot
were used for general corporate purposes, inclutdiegepayment of borrowings under our Credit Agrest.

All of our senior notes are general unsecured sefgbt obligations that rank equally in right of
payment with all of our other unsecured senior ddness, but are effectively subordinated to enics
secured notes described in our Annual Report, bigations of our subsidiaries, and any obligatiand er our
Credit Agreement, LC Facility and Interim LoanrAgment to the extent of the collateral. Our AnrRegbort
also describes the covenants and conditions, dsawether provisions, including our redemptiorhtsg set forth
in the indentures governing our senior notes.

NOTE 6. GUARANTEES

At March 31, 2015 , the maximum potential amounfudfire payments under our income guarantees to
certain physicians who agree to relocate and revenliection guarantees to hospital-based physianps
providing certain services at our hospitals was2$haillion. We had a total liability of $77 millio recorded for
these guarantees, $73 million in other curnailities and $4 million in liabilities held faale, at March
31, 2015.

NOTE 7. EMPLOYEE BENEFIT PLANS

At March 31, 2015, approximately 3.0 million sbsuiof common stock were available under our 2008
Stock Incentive Plan for future stock option graantsl other incentive awards, including restrictedls 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 restdcttock 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 daftethe grant; however, certain special retentimarals may have
longer vesting periods. In addition, from time itoe&, we grant performance-based options and resdratock
units that vest subject to the achievement of $ieelcperformance goals within a specified timeframe
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Our income from continuing operations for the thme@nths ended March 31, 2015 and 2014 includes
$18 million and $12 million, respectively , ofgbax compensation costs related to our stock-based
compensation arrangements recorded in salariegsvatd benefits in the accompanying Condensed
Consolidated Statements of Operations.

Stock Options

The following table summarizes stock option acyidtiring the three months ended March 31, 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 (77,658 40.01
Forfeited/Expired (36,438 42.08
Outstanding at March 31, 2015 1,870,05% $ 2343 $ 49 3.6years
Vested and expected to vest at March 31, 20151,864,94¢ $ 23.38 $ 49 3.6years
Exercisable at March 31, 2015 1,579,102 $ 2061 $ 46 3.7years

There were 77,658 stock options exercised duriaghtee months ended March 31, 2015 with an
aggregate intrinsic value of less than $1 milli@md 159,501 stock options exercised during theegaeriod in
2014 with a $2 million aggregate intrinsic value.

At March 31, 2015, there were $1 million of toti@recognized compensation costs related to stock
options. These costs are expected to be recogoimaca weighted average period of 10 months .

There were no stock options granted in the threethsoended March 31, 2015 and 2014.

The following table summarizes information about outstanding stock options at March 31, 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 $4.569 233,703 3.9years $ 456 233,703 $ 4.56
$4.57 to $25.089 957,583 4.7years 20.96 945,083 20.90
$25.09 to $32.569 400,316 1.4years 29.30 400,316 29.30
$32.57 to $42.089 278,451 2.9years 39.31 — —

1,870,05¢ 3.6years $ 23.43 1,579,102 $ 20.61

Restricted Stock Units

The following table summarizes restricted stock antivity during the three months ended March 31,

2015:
Restricted Stocl Weighted Average Gran
Units Date Fair Value Per Unit
Unvested at December 31, 2014 3,299,72C $ 40.99
Granted 1,656,63: 45.42
Vested (996,363 37.37
Forfeited (13,921 41.20
Unvested at March 31, 2015 3,946,06¢ ¢ 44.48

In the three months ended March 31, 201 5, we gdah083,418 restricted stock units subjectn{i
vesting of which 1,055,218 will vest and be setttatably over a three -year period from the datbe grant
and 28,200 will
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vest 100% on the fifth anniversary of the granedat addition, the newest member of our Board ioé®ors
(who was appointed in March 2015) received anahgrant of 1,311 restricted stock units that vaiste
immediately, but will not settle until her sepaoatifrom the board, as well as a prorated annuait ga526
restricted stock units that vested immediately,vailltnot settle until the earlier of three yearsrh the date of
grant or her separation from the board. Also, vemtgd 304,356 performance-based restricted stoitk to
certain of our senior officers; the vesting of #hesstricted stock units is contingent on our ag#gent of a
specified one -year performance goal for the yadirng) December 31, 2015 . Provided the goal iseag, the
performance-based restricted stock units will vattbly over a three -year period from the gramé¢ déhe actual
number of performance-based restricted stock timétiscould vest will range from 0% to 200% of 862,356
units granted, depending on our level of achievemath respect to the performance goal.

In the three months ended March 31, 2014 , we gb9®86,283 restricted stock units subject to time-
vesting, of which 918,924 will vest and be settladbly over a three -year period from the gramé @ad 47,359
will vest 100% on the fifth anniversary of the grdate. In addition, we granted 270,692 performéavased
restricted stock units to certain of our senioiagffs. Based on our level of achievement with resfzethe target
performance goal for the year ended December 34,20total of 537,714 performance-based restristieck
units (or 200% of the initial grant) will vest ratg over a three -year period from the grant date.

At March 31, 2015, there were $155 million of tatafecognized compensation costs related to
restricted stock units. These costs are expectbd tecognized over a weighted average period8oyears .

NOTE 8. EQUITY
Changes in Shareholders’ Equity

The following table shows the changes in consadidatquity during the three months ended March
31, 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 — — — — 47 — 8 55
Distributions paid to
noncontrolling interests — — — — — — (10) (10)
Contributions from noncontrolling
interests — — — — — — 1
Other comprehensive income — — — 3 — — —
Purchases (sales) of businesses
noncontrolling interests — — 129 — — — — 129
Stockbased compensation expe
and issuance of common stoc 782 — 8 — — 1 — 9
Balances at March 31, 2015 99,164 $ 7% 4751 8 (179 $ (1,363 $ (2,377 $ 133 $ 972
Balances at December 31, 2013 96,860 $ 7% 4572 $ (24) $ (1,422 $ (2378 $ 123 $ 878
Net income (loss — — — — (32) — 5 27)
Distributions paid to
noncontrolling interests — — — — — — (10) (10)
Contributions from noncontrollin
interests — — — — — — 3
Other comprehensive income — — — 1 — — — 1
Purchases (sales) of businesses
noncontrolling interests — — — — — — 5 5
Stockbased compensation expe
and issuance of common stock 725 — 4 — — — — 4
Balances at March 31, 2014 97,585 $ 7 $ 4576 $ (23) $ (1454 $ (2,378 $ 126 $ 854
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Changes in Redeemable Noncontrolling Interests iquity of Consolidated Subsidiaries

When we acquired Vanguard Health Systems, Inc.ftard”) in October 2013, we obtained a 51%
controlling interest in a limited liability compwgrthat 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 includedtaoption that would allow the seller to requiretagpurchase
all or a portion of the seller’'s remaining nonceofiing interest in the limited liability company egrtain
specified time periods. In connection with the esgdl exercise and the settlement of the put opti@acquired
the remaining 49% noncontrolling interest from siefler on February 11, 2015 in exchange for appnaiely
$254 million in cash, whic h was applied to redeblmaon controlling interest , with the differermetween the
payment and the carrying value of approximatelyds2illion recorded as additional paid-in capitehe
redemption value of the put option was calculatedspant to the terms of the operating agreemertthais the
operating results and the debt of the joint ventArea result, we now own 100% of Valley Baptist .

In January 2015, Conifer announced a 10 -year siierand 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 HealtblI8tions, LLC to approximately 23.8% , resultingan
increase in our redeemable noncontrolling intesésipproximately $47 million.

The following table shows the changes in redeemadaheontrolling interests in equity of consolidated
subsidiaries during the three months ended Mar¢l2@15 and 2014 :

Three Months Ended March 31,

2015 2014
Balances at beginning of period $ 401 $ 340
Net income 21 11
Distributions paid to noncontrolling interests (D) Q)
Contributions from noncontrolling interests 1 10
Purchases and sales of businesses and noncorgfioli@rests, net (214 —
Balances at end of period $ 208 $ 360

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 subjecteductible provisions based on the terms of thieips. These
policies are on an occurrence basis.

Professional and General Liability Reserves

At March 31, 2015 and December 31, 2014 , the agdeecurrent and long-term professional and
general liability reserves in our accompanying Gomaed Consolidated Balance Sheets were approxin$téR
million and $681 million, respectively. Thesearees include the reserves recorded by our captstgance
subsidiaries and our self-insured retention resergeorded based on actuarial estimates for thepaf 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 Resenenseear
maturity rate of 1.71% at March 31, 2015 and 1.@%%ecember 31, 2014 .

If the aggregate limit of any of our professionatiageneral liability policies is exhausted, in wéol in
part, it could deplete or reduce the limits avdéa pay any other material claims applicablehtt policy
period.

14



Table of Content

Included in other operating expenses, net, in toempanying Condensed Consolidated Statements of
Operations is malpractice expense of $89 milliod 49 million for the three months ended MarchZ115
and 2014 , respectively.

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 iriigggions,
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 reasonedtiynable, based on available information.

Governmental Reviews and Lawsuits

Healthcare companies are subject to numerous igagisins 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. Certain of our indalidacilities and Conifer have received inquirfiesn
government agencies, and our facilities may recgis inquiries in future periods. The following tevéal
governmental reviews and lawsuits, which have tpgeniously reported, are currently pending.

« Clinica de la Mama Investigations and Qui Tam AatieAs previously reported, we received a
subpoena in May 2012 from the Office of Inspectené&ral (“OIG”") of U.S. Department of Health
and Human Services in Atlanta seeking documenta ffanuary 2004 through May 2012 related to
the relationship that certain of our Georgia andtB&arolina hospitals had with Hispanic Medical
Management, Inc. (“HMM”). HMM was an unaffiliateaity that owned and operated clinics that
provided, among other things, prenatal care predantly to uninsured patients. The hospitals
contracted with HMM for translation, marketing, nagement and Medicaid eligibility
determination services. The civil investigatiom&ng conducted by the Civil Division of the U.S.
Department of Justice (“DOJ”), the U.S. Attorne@#ice for the Middle District of Georgia and
the Georgia Attorney GeneralOffice, while a parallel criminal investigatiohlbeing conducted |
the Criminal Division of the DOJ and the U.S. Attey’s Office for the Northern District of
Georgia.

The investigations arose out of a qui tam actigetioaedUnited States of America, ex. rel. Ralph
D. Williams v. Health Management Associates, letcal.filed in the U.S. District Court for the
Middle District of Georgia. We and four of ourdpital subsidiaries are defendants in the qui tam
action, which alleges that the arrangements thpitads had with HMM violated the federal and
state anti-kickback statutes and false claims &cth the Georgia Attorney General’s Office, on
behalf of the State of Georgia, and the U.S. Ategiw Office, on behalf of the United States, have
intervened in the qui tam action. We submitted arsvio the complaints filed by the relator, the
State of Georgia and the United States in July Z06lldwing the court’s denial of our motions to
dismiss in June 2014. This civil matter has sineerbstayed pending further proceedings in the
criminal case described below.

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 fiviat District asserted charges of one count of
criminal conspiracy against a former owner of HMdInpon-employee of Tenet) related to the
agreements between HMM and the Tenet hospitalgidedcabove. In a separate Bill of
Information also filed with the court on July 2312, the U.S. Attorney asserted charges o f 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.
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If we or our subsidiaries were determined to haweéated the anti-kickback statutes, the
government could require us to reimburse relata@gigonent program payments received during
the subject period, assess civil monetary penahidading treble damages, exclude individuals or
subsidiaries from participation in federal healtlecarograms, or seek criminal sanctions against
current or former employees of our hospital sulasidcompanies or the hospital companies
themselves.

| tis impossible at this time to predict with aggrtainty the amount and terms of any potential
resolution of these matters; however, we belieeeatinount of the reserve established, as described
below, continues to reflect our current estimatprobable liability. We will continue to vigorously
defend against the government’s allegations .

« Implantable Cardioverter Defibrillators'ICDs”) —W e are engaged in potential settlement
discussions with the DOJ to resolve an investigatiodetermine whether ICD procedures
performed at 56 of our hospitals from 2002 to 26athplied with Medicare coverage
requirements. It is impossible at this time to predith any certainty the outcome of those
discussions or the amount of any potential resmutHowever, based on current discussions, il
three months ended March 31, 2015, managementtedjtise reserve previously established for
this matter to reflect our current estimate of pualk liability for all of the hospitals under rewies
part of the governme’'s examination, which commenced in March 2(

« Review of Conif¢s Debt Collection Activities—As previously reported, Syndicated Office
Systems, LLC, a wholly owned indirect subsidiaryCafmifer Health Solutions, LL@oing busines
under the name Central Financial Control (“CFC&geaived a Civil Investigative Demand (“CID")
in August 2013 from the U.S. Consumer Financiatéttion Bureau (“CFPB”) and, in July 2014,
CFC received a second CID from the CFPB requestiltitional information. In November 2014,
the CFPB informed CF@’external counsel that, based on its investigatienCFPB believes CF
has not complied in limited instances with certaquirements of the federal consumer financial
laws with respect to credit reporting and debtemdlbn. In January 2015, CFC commenced
informal discussions with the CFPB to resolve therey’s investigation. In April 2015, as part of
the ongoing discussions to resolve the investigatite CFPB presented to CFC’s external counsel
a draft consent order outlining the potential teunder which the CFPB might settle the
investigation

CFC is reviewing the proposed terms of the drafitsemt order and intends to engage in further
discussions with the CFPB. Based on CFC's initlement proposal, management established in
the three months ended December 31, 2014 a resE$de7 million to reflect its then-current
estimate of CFC'’s potential liability in connectiaith this matter. Given the preliminary and
ongoing state of discussions, it is not possiblhiattime to predict the ultimate terms and
conditions of any potential consent order negatidietween CFC and the CFPB. Although there
can be no assurance that CFC and the CFPB wilhraaagreement, the Company believes, based
on current information, that the ultimate resolataf this matter, including any civil litigation
resulting from the consent order , will not havmaterial adverse effect on the consolidated results
of operations, financial condition or cash flowste Company and its subsidiaries.

Our analysis of each of these pending reviewsligagoing, and we are unable to predict with any
certainty the progress or final outcome of any us@ons with government agencies at this time. \dament
has established reserves of approximately $34anilh the aggregate for our potential obligatiorithwespect
to the Clinica de la Mama matters, all of the htapiunder review for their billing practices fardiac
defibrillator implantation procedures, and the CHR&estigation. Changes in the reserves may benegtjin the
future as additional information becomes availatfe. cannot predict the ultimate resolution of any
governmental review, and the final amounts paiskittiement or otherwise, if any, could differ matty from
our currently recorded reserves.

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 hospitalsatghtient
facilities, the application of various federal asidte labor laws, tax audits and other mattersiodigh the results
of these claims and lawsuits cannot be predictéld e@rtainty, we believe that the ultimate resolutdf these
ordinary course claims and lawsuits will not haveaterial effect on our business or financial ctiodi
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In addition, in October 2014, we received courtrappl of a final agreement to settle a previously
disclosed class action lawsuit caption®ak, et al. v. Jo Ellen Smith Medical Foundatjawmhich was filed in the
Civil District Court for the Parish of Orleans imuisiana in March 1997. The plaintiffs pursuedainlfor
tortious invasion of privacy due to the fact tha®ipril 1996 patient identifying records from a phiatric
hospital we closed in 1995 were temporarily plaiceain unsecure location while the hospital was ujaiag
renovations. The court certified a class of ov80B,persons; however, only eight individuals (idi&dn to the
two plaintiffs) were identified in the class ceidédtion process. The plaintiffs have asserted eaamber of the
class is entitled to common damages under a tt@fggesumed “common damage” regardless of whetheob
any members of the class were actually harmedem aware of the incident. In an effort to avoidtpoted
litigation, the parties settled this matter in J@20&4 for a maximum potential payment of $32.5iomil] subject
to the number and type of claims asserted by th&sahembers. We made an initial deposit of $5.5iominto
an escrow account in late November 2014. The pat/foeall attorneys’ fees and costs and undispatadmon
damages claims is expected to be made in the @ear The payment for all undisputed individual dgesa
claims is expected to be made in August 2015. Basddw class participation as of March 31, 201t @&nd of
the claims period), management reduced the regeewgously established for this matter from $1hlion at
December 31, 2014 to $8.0 million, recorded in aiigmued operations, to reflect our current estéit
probable liability.

New claims or inquiries may be initiated againstrosn time to time. These matters could (1) requise
to pay substantial damages or amounts in judgnoergsttlements, which, individually or in the aggmee, could
exceed amounts, if any, that may be recovered wutensurance policies where coverage appliesand
available, (2) cause us to incur substantial exgen(8) require significant time and attention froon
management, and (4) cause us to close or selltatspr otherwise modify the way we conduct busines

The table below presents reconciliations of tharirégg and ending liability balances in connection
with legal settlements and related costs recordeithg the three months ended March 31, 2015 and 201

Balances a Litigation and Balances at
Beginning Investigation Cash End of
of Period Costs Payment: Period
Three Months Ended March 31, 2015
Continuing operations $ 73 $ 3% (15 % 61
Discontinued operations 10 (3) — 7
$ 83 $ — $ (15 $ 68
Three Months Ended March 31, 2014
Continuing operations $ 64 $ 3% (3 % 64
Discontinued operations 6 — (6) —
$ 70 $ 3% (9 % 64

For both the three months ended March 31, 20158td , we recorded costs of $3 million in
continuing operations , primarily related to castsociated with various legal proceedings and gorental
reviews. During the three months ended March 3152®e reduced a previously established reserva Fegal
matter in discontinued operations by approxima®&ymillion based on updated claims information.

NOTE 11. INCOME TAXES

During the three months ended March 31, 2015 ,awerded net income tax expense of $16 million in
continuing operations, which included, among othargs, $1 million of income tax expense to insesaur
valuation allowance for deferred tax assets anti5a illion income tax benefit related to amendifapguard’s
prior federal return. The increase in the valuatilowance related to an estimated decrease ifuthee
utilization of certain state net operating lossyavers.

During the three months ended March 31, 2015 ethware no adjustments to our estimated liabilities
for uncertain tax positions. The total amount ofasognized tax benefits at March 31, 2015 was &8fion, of
which
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$31 million, if recognized, would impact our effee tax rate and income tax expense (benefit) fcomtinuing
operations.

Our practice is to recognize interest and penattged to income tax matters in income tax expéms
our consolidated statements of operations. Totauaad interest and penalties on unrecognized tagflie at
March 31, 2015 were $4 million , all of which ridd to continuing operations.

At March 31, 2015, approximately $2 million ofrenognized federal and state tax benefits, asagell
reserves for interest and penalties, may decreabe inext 12 months as a result of the settlemeatdits, the
filing of amended tax returns or the expiratiorsttutes of limitations.

NOTE 1 2. EARNINGS (LOSS) PER COMMON SH ARE

The table below is a reconciliation of the numersmtnd denominators of our basic and diluted egmin
(loss ) per common share calculations for ourioaintg operations for the three months ended M&dc2015
and 2014 . Net income available (loss attribgats our common shareholders is expressed inomdland
weighted average shares are expresse d in thousands

Net Income
Available
(Loss) Attributable
to Common Weighted
Shareholders Average Share Per-Share
(Numerator) (Denominator) Amount
Three Months Ended March 31, 2015
Net income available to Tenet Healthcare Corponat@mmor
shareholders for basic earnings per share $ 46 98,699 ¢ 0.47
Effect of dilutive stock options, restricted staghkits and deferred
compensation units — 2,173 (0.01
Net income available to Tenet Healthcare Corporatio common
shareholders for diluted earnings per share $ 46 100,872 $ 0.46

Three Months Ended March 31, 2014
Net loss attributable to Tenet Healthcare Corporatiommor

shareholders for loss per share $ (27) 97,161 $ (0.28
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 $ (27) 97,161 $ (0.28

All potentially dilutive securities were excludein the calculation of diluted loss per share ffar t
three months ended March 31, 2014 because weotliceport income fro m continuing operations iatth
period . In circumstances where we do not havenrecrom continuing operations, the effect of stopkions
and other potentially dilutive securities is aritistive, that is, a loss from continuing operatidras the effect of
making the diluted loss per share less than thie liss per share. Had we generated income frortireong
operations in the three months ended March 31, 2@gl effect (in thousands) of employee stockansj
restricted stock units and deferred compensatidts on the diluted shares calculatio n would hagerban
increase of 1,984 shares .

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 recurrisgstzd March
31, 2015 and December 31, 2014 . The followingembllso indicate the fair value hierarchy of thieiaion
technigues we utilized to determine such fair valuie general, fair values determined by Levelduis utilize
quoted prices (unadjusted) in active markets feniital assets or liabilities. We consider a ségtinat trades at
least weekly to have an active market. Fair vatietermined by Level 2 inputs utilize data pointst thre
observable, such as quoted prices, interest ratégiald curves.
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Fair values determined by Level 3 inputs are unciadee data points for the asset or liability, amclude
situations where there is little, if any, marketivty for the asset or liability.

Quoted Prices

in Active Significant
Markets for Significant Other  Unobservable
Identical Asset¢ Observable Inputs Inputs
Investments March 31, 2015 (Level 1) (Level 2) (Level 3)
Marketable securitie— current $ 1 9% 1 3 — 8 —
Investments in Reserve Yield Plus Fu 2 — 2 —
Marketable debt securiti— noncurren 58 53 4 1
$ 61 $ 54 $ 6 $ 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 securitie— current $ 2 9 2 % — 8 —
Investments in Reserve Yield Plus Fu 2 — 2 —
Marketable debt securiti— noncurren 60 54 5 1
$ 64 $ 56 $ 7 % 1

The fair value of our long-term debt is based oatgd market prices (Level 1). At March 31, 2015 and
December 31, 2014 , the estimated fair value ofang-term debt was approximately 104.3% and 105.0%
respectively, of the carrying value of the debt.

NOTE 14. ACQUISITIONS

During the three months ended March 31, 2015 ,ag@ised two ambulatory surgery centers and
various physician practice entities. The fair vadfi¢he consideration conveyed in the acquisiti@hs “purchase
price”) was $11 million.

We are required to allocate the purchase pricéisechcquired businesses to assets acquired ditigbi
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 and other intangible asdetsour
recent acquisitions; therefore, those purchase afiocations are subject to adjustment once thetians are
completed.

Preliminary purchase price allocations for the @itjans made during the three months ended March
31, 2015 are as follows:

Current assets $ 1
Property and equipment 3
Goodwill 20
Current liabilities (2)
Long-term liabilities (2)
Redeemable noncontrolling interests 9
Net cash paid $ 11

The goodwill generated from these transactionsptagrity of which will be deductible for incomexta
purposes, can be attributed to the benefits thatxpect to realize from operating efficiencies amateased
reimbursement. Approximately $7 million in tranSen costs related to prospective and closed aitiquis
were expensed during the three months ended Mdrck035 , and are included in impairment and retiinng
charges, and acquisition-related costs in the apeoging Condensed Consolidated Statement of Opagati
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NOTE 15. SEGMENT INFORMATION

Our core business is Hospital Operations and owtgich is focused on operating acute care hospitals
and outpatient facilities. We also own various tedahealthcare businesses. At March 31, 2015 sulbsidiaries
operated 80 hospitals ( one of which is tempalaalosed for repairs), with a total of 20,826ditsed beds,
primarily serving urban and suburban communitiet4rstates, as well as 215 outpatient centersiarttbalth
plans.

We operate revenue cycle management and patiemhoaioations and engagement services businesses
under our Conifer subsidiary. In addition, Conié@erates a management services business that sipale-
based performance through clinical integratioraficial risk management and population health manage
At March 31, 2015, Conifer provided services tpragimately 800 Tenet and non-Tenet hospitals ahdro
clients nationwide.

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:

March December
31, 31,
2015 2014
Assets:
Hospital Operations and oth $17,276 $ 17,212
Conifer 1,149 929
Total $18,425 $ 18,141
Three Months Ended
March 31,
2015 2014
Capital expenditures:
Hospital Operations and oth $ 180 $ 273
Conifer 4 8
Total $ 184 $ 281
Net operating revenues
Hospital Operations and oth $ 4,246 $ 3,781
Conifer
Tenet 160 140
Other customer 182 145
Total Conifer revenue 342 285
4,588 4,066
Intercompany elimination (160 (140°
Total $ 4,428 $§ 3,926
Adjusted EBITDA:
Hospital Operations and oth $ 447 $ 339
Conifer 82 48
Total $ 529 $ 387
Depreciation and amortization:
Hospital Operations and oth $ 196 $ 188
Conifer 11 5
Total $ 207 $ 193
Adjusted EBITDA $ 529 § 387
Depreciation and amortizatic (207; (193
Impairment and restructuring charges, and acooit-related cost (29) (21)
Litigation and investigation cos 3 3
Interest expens (199 (182

Net income (loss) from continuing operations beforexcome taxes $ 91 § (12)
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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 cash flows. Our core businessspitab
operations and other, which is focused on operamge care hospitals and outpatient facilities.al¢e operate
revenue cycle management, patient communicatio®agagement services , and mana gement services
businesses through our Conifer Holdings, Inc. (‘i) subsidiary, which is a separate reportahisibess
segment. MD&A, which should be read in conjunctwith the accompanying Condensed Consolidated
Financial Statements, includes the following sexgio

« 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 patientdd per visit amounts). Continuing operationsiinfation
includes the results of (i) our same 77 hospitpksrated throughout the three months ended MarcB®H and
2014 , (ii) Texas Regional Medical Center at Surmtg\(“TRMC”), in which we acquired a majority inést on
June 3, 2014, but only for the three months endattM31, 2015, (jii) Resolute Health Hospital, whige
opened on June 24, 2014, and (iv) Emanuel ME@Gieater, which we acquired on August 1, 2014,dnly for
the three months ended March 31, 2015. Continupggaiions information excludes the results of aspitals
and other businesses that have previously beesifedalsas discontinued operations for accountingpses.
Certain prior-year amounts have been reclassifiemhform to the current-year presentation.

MANAGEMENT OVERVIEW
RECENT DEVELOPMENTS

Joint V enture with United Surgical Partners Intational and A cquisition of Aspen Healthcarén—
March 2015, we entered into a definitive agremt with an entity controlled by Welsh, CarsondArson &
Stowe (“Welsh Carson”) to combine our freestagdimbulatory surgery and imaging center assetsthitbe
of United Surgical Partners International , IndJ$PI") into a new joint venture. Under the termstaf
agreement, Tenet will initially own 50.1% of theénjbventure and will con solidate its financial uéts, with a
path to full ownership o f the joint venture andRI®y 2020 through a put/call structure. The jeianture will
have ownership interests in 244 ambulatory surgengers, 16 short-stay surgical hospitals and 2@jiny
centers in 29 states. The transaction is subjeggolatory review and customary closing conditioffe also
entered into a definitive agreement to acquire feonentity controlled by Welsh Carson the operatiohAspen
Healthcare Ltd., which operates nine private sbtay- surgical hospitals and clinics in the Unitadd¢lom ,
subject to customary closing conditions .

Joint Venture with Baylor Sc ott & White HealthAlso, i n March 2015, we entered into a definitive
agreement to form a joint venture with Baylor Séitvhite Health involving the ownership and opeoatof
Centennial Medical Center, Doctors Hospital at Wiibck Lake, Lake Pointe Medical Center, and TRMC —
which are currently operated by certain of our glibees — and Baylor Medical Center at Garlandhicl is
currently owned and operated by Baylor Scott & Wliiealth. Baylor Scott & White Health will hold aajority
ownershi p interest in the joint venture , andig# hospitals will operate under the Baylor S&tiVhite Health
brand. The transaction is subject to regulatoryes@and customary closing conditions.
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STRATEGIES AND TRENDS

We are committed to providing the communities casgitals, 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 aalvareholders. We believe that our success in isicrg@ur
profitability depends in part on our success incetieg the strategies and managing the trends sieclibelow.

Core Business Strategy We are focused on providing high quality care ttegds through our
hospitals and outpatient centers, and offeringreayaf business process solutions primarily tdtheare
providers through Conifer. With respect to our htzdp and outpatient business, we seek to offeesapquality
and patient services to meet community needs, teeroapital and other investments in our facilitesl
technology to remain competitive, to recruit anhire physicians, to increase the number of outpatienters
we own, and to negotiate favorable contracts wiimaged care and other private payers. With respect
business process services, we provide compreheoger@ational management for revenue cycle functions
including patient access, health information mansg&, revenue integrity and patient financial segsi We
also offer communication and engagement solutiormgptimize the relationship between providers aatibpts.
In addition, Conifer operates a management senliasmess that supports value-based performanceaghr
clinical integration, financial risk management gupulation health management .

Commitment to Quality We have made significant investments in the lasade in equipment,
technology, education and operational strategisgded to improve clinical quality at our hospitated
outpatient centers. As a result of our efforts, ldaspital Compare Core Measures scores from thée@efor
Medicare and Medicaid Services (* CMS”) have caesily exceeded the national average since theend
2005, and major national private payers have asognized our achievements relative to quality.s€he
designations are expected to become increasingigritant as governmental and private payers mopayefor-
performance models, and the commercial market mmvewre narrow networks and other methods desitgmed
encourage covered individuals to use certain tasliover others. We continually collaborate wiltygicians to
implement the most current evidence-based mediettmiques to improve the way we provide care, avhil
using labor management tools and supply chairaiiiBs to reduce variable costs. We believe theotiffeese
practices will promote the most effective and édint utilization of resources and result in shokegths of
stay, as well as reductions in readmissions fopitalized patients. In general, we believe thatlityaf care
improvements may have the effect of reducing castseasing payments from Medicare and certain igaha
care payers for our services, and increasing piaysand patient satisfaction, which may improve wmlumes.

Development Strategies ¥e remain focused on opportunities to increasehospital and outpatient
revenues, and to expand our Conifer services bssjtierough organic growth, acquisitions and sgiate
partnerships.

From time to time, we build new facilities, makeyaisitions of healthcare assets and companies, and
enter into joint venture arrangements or affiliaiavith healthcare businesses in markets whereslievie our
operating strategies can improve performance agateishareholder value. In March 2015, we annouthzgd
we will combine our freestanding ambulatory surgamg imaging center assets with those of USBlamew
joint venture owned by us and Welsh Carson, a f@ieguity firm that specializes in healthcare itvests. The
joint venture will have ownership interests in Z¢bulatory surgery centers, 16 short-stay surdiogpitals and
20 ima ging centers in 29 states. We have alsoeghteto a definitive agreement to acquire fromeatity
controlled by Welsh Carson the operations of Adgealthcare Ltd., which operates nine private sbtay
surgical hospitals and clinics in the United Kingdoln addition, also in March 2015, we entered it
definitive agreement to form a joint venture withyiBor Scott & White Health involving the ownerskapd
operation of five North Texas hospitalsCentennial Medical Center, Doctors Hospital at Wiitbck Lake,
Lake Pointe Medical Center, and T RMC — which@reently operated by certain of our subsidiariesd
Baylor Medical Center at Garland — which is curkgntvned and operated by Baylor Scott & White Healthe
joint venture will focus on delivering integratadlue-based care to select communities in Rockwalllin and
Dallas counties. Baylor Scott & White Health wild a majority ownership interest in the joint wengt . During
the three months ended March 31, 2015, we alsoeapvo urgent care centers and purchased twaolatoby
surgery centers.

Historically, our outpatient services have genaraignificantly higher margins for us than inpatien
services. During the three months ended March @15 2 we derived approximately 36% of our net putie
revenues from outpatient services. By expandingootpatient business, we expect to increase oditgdodity
over time. We believe that growth by strategic asitjons, when and if opportunities are availaloken
supplement the growth we believe we can generg@narally in our existing markets. In addition, eeect
that our new national MedPost brand will assist
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us in growing our urgent care business as partiobmader strategy to offer more services to p&iand to
expand into faster-growing, less capital intenshigher-margin businesses. Furthermore, we continua
evaluate collaboration opportunities with otherltigare providers in our markets to maximize effastess,
reduce costs and build clinically integrated netsdhat provide quality services across the cantimoum.

We intend to continue to market and expand Corfevenue cycle management, patient
communications and engagement services, and maeageervices businesses. Conifer provides sertaces
approximately 800 Tenet and non-Tenet hospitalahdr clients nationwide. We believe this busirtess the
potential over time to generate high margins angrawve our results of operations. Conifer's senaftferings
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 talvar
accountable care organizations (“ACOs") and similslit-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 revenwutecgolutions 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 expawsiit® agreement with Catholic Health InitiatiV¢EHI")
to provide patient access, revenue integrity anigpiafinancial services to 92 CHI hospitals throi®32.

Realizing HIT Incentive Payments and Other BenefiBeginning in the year ended December 31,
2011, we began achieving compliance with certaithefhealth information technology (“HIT”) requiremts
under the American Recovery and Reinvestme nt A2069 (“ARRA"). In 2014 , we recognized approxiralgt
$104 million of Medicare and Medicaid electronicdith record (“EHR”) ARRA HIT incentives. Durirthe
three months ended March 31, 2015, we recograppoximately $6 million of Medicare and Medid&HR
ARRA incentives. These incentives partially offgee operating expenses and capital costs weihauered
and continue to incur to invest in HIT systems. Viégpect to recognize additional incentives inftitare.
Furthermore, we believe that the operational bé&sefiHIT, including improved clinical outcomesd
increased operating efficiencies, will contributeotr long-term ability to grow our business.

General Economic Conditions We believe that high unemployment rates in somé®imarkets our
hospitals serve and other adverse economic conditice continuing to have a negative impact orbadrdebt
expense levels and payer mix. However, as the @ecpmecovers, we expect to experience improvements i
these metrics relative to current levels. W e belieur volumes were positively impacted i n the¢hmonths
ended March 31, 2015 by incremental market sivargenerated through improved physician alignmadt a
service line expansion, insurance coverage foeatgr number of individuals, and a strengthenirgney.

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, implementatfarew 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-slganiodel .

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 begun to extend insurance cogera
through Medicaid or private insurance to a broaggment of the U.S. population. Although we arebleto
predict the ultimate net effect of the Affordablar€ Act on our future results of operations, andenthere have
been and will continue to be some reductions imbeirsement rates by governmental payers, we began t
receive reimbursement for caring for previouslynsnired and underinsured patients in 2014. Through
collaborative efforts with local community orgaripas, we launched a campaign under the banneh‘t®at
Health” to assist our hospitals in educating ark#ing uninsured patients in insurance plans. Asrih 31,
2015, we operated hospitals in five of the stafeiz@na, California, lllinois, Massachusetts andchigan) that
expanded their Medicaid programs in 2014 and ortheétates (Pennsylvania) that expanded in 2015.
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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 continue to make progress in successfulgrating the business and operations of the tadspie
acquired from Vanguard Health Systems, Inc. (“Vadt) on October 1, 2013 into our business procedser
information about risks and uncertainties that daffect our results of operations, see the Forvuaaking
Statements and Risk Factors sections in Part unAanual Report and the Risk Factors section it Paf this
report .

RESULTS OF OPERATIONS—OVERVIEW

Selected Operating Statistics for All Continuinge@iions Hospitals—The following table shows
certain selected operating statistics for our caritig operations on a total hospital basis, whidiudes the
results of our same 77 hospitals operated duriaghtee months ended March 31, 2015 and 2014, lhasve
TRMC, Resolute Health Hospital, and Emanuel Medahter hospitals, which we acquired or openechduri
2014, but only in the 2015 period. We believe thfsrmation is useful to investors because it ie@feour
current portfolio of hospitals and the recent tieme are experiencing with respect to volumes,meee and
expenses.

Total Hospital
Continuing Operations
Three Months Ended March 31,
Increase

2015 2014 (Decrease

Total admissions 208,333 194,273 7.2%
Adjusted patient admissiofts 351,893 324,475 8.4%
Paying admissions (excludes charity and uninsured) 197,383 181,743 8.6%
Charity and uninsured admissions 10,950 12,530 (12.6%
Admissions through emergency department 133,544 122,601 8.9%
Emergency department visits 741,533 665,002 11.5%
Total emergency department admissions and visits 875,077 787,603 11.1%
Surgeries — inpatient 53,710 51,576 4.1%
Surgeries — outpatient 121,934 110,706 10.1%
Total surgeries 175,644 162,282 8.2%
Patient days — totall 975,912 929,164 5.0%
Adjusted patient day38 1,631,591 1,535,54¢F 6.3%
Average length of stay (days) 4.68 4.78 (2.1%
Average licensed beds 20,823 20,255 2.8%
%

Utilization of licensed bed¥ 52.1% 51.0% 1.1®
Total visits 2,145,344 1,947,687 10.1%
Paying visits (excludes charity and uninsured) 1,985,07¢ 1,782,43¢ 11.4%
Charity and uninsured visits 160,271 165,248 (3.0%
Net inpatient revenue $ 2,690 $ 2,440 10.2%
Net outpatient revenut $ 1,505 $ 1,346 11.8%
Net inpatient revenue per admiss $ 12912 $ 12,560 2.8%
Net inpatient revenue per patient ¢ $ 2,756 $ 2,626 5.0%
Net outpatient revenue per vi $ 702 $ 691 1.6%
Net patient revenue per adjusted patient admi<® $ 11,921 $ 11,668 2.2%
Net patient revenue per adjusted patient® $ 2,571 $ 2,466 4.3%

(1) Adjusted patient admissions/days represents aptint admissions/days adjusted to include owpaservices by multiplying actual
patient admissions/days by the sum of gross inpiatévenues and outpatient revenues and dividiagebults by gross inpatient
revenues.

(20 Utilization of licensed beds represents patiensdiyided by number of days in the period dividgdakierage licensed beds.

(3) The change is the difference between the amountsrsfor the three months ended March 31, 2015 cosapi@ the three months
ended March 31, 2014 .

Operating Statistics on a Same-Hospital BasiShe following tables show operating statisticoof

continuing operations hospitals on a same-hospitsils, which includes the results of our same Bpitals
operated
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during the three months ended March 31, 2015 afd 20he results of TRMC, in which we acquired garity
interest on June 3, 2014, Resolute Health Hospifaikh we opened on June 24, 2014, and Emanuelddedi
Center, which we acquired on August 1, 2014, actuebed.

Same-Hospital
Continuing Operations
Three Months Ended March 31,
Increase

Admissions, Patient Days and Surgerie 2015 2014 (Decrease’
Total admissions 203,815 194,273 4.9%
Adjusted patient admissiofts 343,658 324,475 5.9%
Paying admissions (excludes charity and uninsured) 193,028 181,743 6.2%
Charity and uninsured admissions 10,787 12,530 (13.9%
Admissions through emergency department 130,241 122,601 6.2%
Paying admissions as a percentage of total admissio 94.7% 93.6% 1.1%@
Charity and uninsured admissions as a percentatpdabf
admissions 5.3% 6.4% (1.1%®
Emergency department admissions as a percentagtabf
admissions 63.9% 63.1% 0.8%®
Surgeries — inpatient 52,830 51,576 2.4%
Surgeries — outpatient 121,041 110,706 9.3%
Total surgeries 173,871 162,282 7.1%
Patient days — total 958,365 929,164 3.1%
Adjusted patient day8 1,599,68¢ 1,535,54¢ 4.2%
Average length of stay (days) 4.70 4.78 1.7%
Number of hospitals (at end of peric 77 77 =
Licensed beds (at end of period) 20,419 20,255 0.8%
Average licensed beds 20,416 20,255 0.8%
Utilization of licensed bed¥ 52.2% 51.0% 1.2%@

(1)  Adjusted patient admissions/days represents apaigant admissions/days adjusted to include owpaservices by multiplying actual
patient admissions/days by the sum of gross inpaté&enues and outpatient revenues and dividieagasults by gross inpatient
revenues.

(20 The change is the difference between the amountsrsfor the three months ended March 31, 2015 cosdpi@ the three months
ended March 31, 2014 .

(3  Utilization of licensed beds represents patiensdiyided by number of days in the period dividgcalierage licensed beds.

Total same-hospital admissions increased by 9,842 .9% , in the three months ended March
31, 2015 compared to the three months ended MdrcB 4 . Total same-hospital surgeries increaged 1%
in the three months ended March 31, 2015 comparétetsame period in 2014, comprised of a 9.3%eas® in
outpatient surgeries primarily due to our outpatagvelopment strategies and a 2.4% increase atiamt
surgeries. Our same-hospital emergency departndemisaions increased 6.2% in the three months elidedh
31, 2015 compared to the same period in the pear.yWe believe our volumes were positively impadig
incremental market share we generated through wegrphysician alignment and service line expansion,
insurance coverage for a greater number of in daligl, and a strengthening economy. Charity anaisunéd
admissions decreased 13.9% in the three monthslévidech 31, 2015 compared to the three months ended
March 31, 2014 on a same-hospital basis primdrily to Medicaid expansion in certain of the stateghich
we operate and increased health insurance excltangeage .
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Same-Hospital
Continuing Operations
Three Months Ended March 31,
Increase

Outpatient Visits 2015 2014 (Decrease
Total visits 2,095,74¢ 1,947,687 7.6%
Paying visits (excludes charity and uninsured) 1,939,257 1,782,43¢ 8.8%
Charity and uninsured visits 156,488 165,248 (5.3%
Emergency department visits 714,034 665,002 7.4%
Surgery visits 121,041 110,706 9.3%
%
Paying visits as a percentage of total visits 92.5% 91.5% 1.0%"
%
Charity and uninsured visits as a percentage af vagits 7.5% 85% (1.0

(1)  The change is the difference between the amountsrsfor the three months ended March 31, 2015 cogdpia the three months
ended March 31, 201.

Total same-hospital outpatient visits increased 138, or 7.6% , in the three months ended March
31, 2015 compared to the three months ended MdrcB(. 4 , which included 8.8% growth for payingitéis
Approximately 91% of the growth in outpatient éswas organic.

Same-hospital outpatient surgery visits increasef.8% in the three months ended March 31, 2015
compared to the same period in 2014 . Charity amgsured outpatient visits decreased by 5.3% iritthee
months ended March 31, 2015 compared to the thoeghw ended March 31, 2014 on a same-hospital basis
primarily due to Medicaid expansion in certain loé states in which we operate and increased hiealihance
exchange coverage.

Same-Hospital
Continuing Operations
Three Months Ended March 31,
Increase
Revenues 2015 2014 (Decrease’

Net operating revenut 4357 $ 3,926 11.0%
Revenues from charity and the uninsured 261 $ 317 (17.7%
Net inpatient revenue® 2,648 $ 2,440 8.5%
Net outpatient revenud” 1,469 $ 1,346 9.1%

$
$
$
$

(1) Net inpatienrrevenues and net outpatient revenues are compasfames operating revenues. Net inpatient revein@sde selpay
revenues of $105 million and $141 million for theee months ended March 31, 2015 and 2G&4pectively. Net outpatient reven
include sel-pay revenues ($156 million and$176 million for thethree months ended March 31, 2(and2014, respectively

Net operating revenues increased by $431 millior},100% , on a same-hospital basis in the three
months ended March 31, 2015 compared to the sarielpe 2014 , primarily due to increases in inpatiand
outpatient volumes, improved managed care pridgimggeased net revenues related to the Califorragiger fee
program, and increased revenues from servicesged\y our Conifer subsidiary to third parties. Npérating
revenues in the three months ended March 31, 2@18ded $46 million of net revenues from the Catifa
provider fee program; we did not recognize any neres related to this program during the three nwattded
March 31, 2014 because the current program hagletdteen approved by CMS. Also, the 2015 periotlides
$23 million of incremental Texas Medicaid DSH rewers that relate to prior periods based on recéintyized
funding levels. Net patient revenues increase 8.896 in the three months ended March 31, 2015 coedpa
the same pe riod in 2014. Revenues from charityt@dininsured decreased 17.7% in the three menithsd
March 31, 2015 compared to the three months endedhivB1, 2014 primarily due to Medicaid expansion i
certain of the states in which we operate and a=d healt h insurance exchange coverage.
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Same-Hospital
Continuing Operations
Three Months Ended March 31,
Increase

Revenues on a Per Admission, Per Patient Day and Pésit Basis 2015 2014 (Decrease’
Net inpatient revenue per admiss $ 12,992 $ 12,560 3.4%
Net inpatient revenue per patient ¢ $ 2,763 $ 2,626 5.2%
Net outpatient revenue per vi $ 701 % 691 1.4%
Net patient revenue per adjusted patient admis? $ 11,980 $ 11,668 2.7%
Net patient revenue per adjusted patient® $ 2574 $ 2,466 4.4%

(1) Adjusted patient admissions/days represents apaiEnt admissions/days adjusted to include owpasiervices by multiplying actu
patient admissions/days by the sum of gross inpaté&enues and outpatient revenues and dividieagasults by gross inpatient
revenues

Net inpatient revenue per admission and net o@piatevenue per visit increased 3.4% and 1.4% ,
respectively , on a same-hospital basis in thresthsoended March 31, 2015 compared to the sanwdpa
2014 . Net inpatient revenue per admission reflanproved terms of our managed care contractgtend
favorable impact of $46 million of net revenuesiirthe California provider fee program; we did retagnize
any revenues related to this program during theetimonths ended March 31, 2014 because the cipneagrtam
had not yet been approved by CMS. Also, the 20t®géncludes $23 million of incremental Texas Mzald
DSH revenue s that relate to prior periods baseeoently finalized funding levels. Improved terofour
managed care contracts also favorably impactedutpatient revenue per visit.

Same-Hospital
Continuing Operations
Three Months Ended March 31,
Increase

Provision for Doubtful Accounts 2015 2014 (Decrease)

Provision for doubtful accounts $ 356 $ 380 (6.3)%

Provision for doubtful accounts as a percentagesbbperating %
revenues before provision for doubtful accounts 7.6% 8.8% (1.2

(1) The change is the difference between the amountsrsfor the three months ended March 31, 2015 coedpi@ the three months
ended March 31, 201.

Provision for doubtful accounts decreased by $24anj or 6.3% , in the three months ended March
31, 2015 compared to the same period in 2014 ame-ospital basis. The decrease in the provision f
doubtful accounts primarily related to the declimeninsured revenues due to the expansion of amsgr
coverage, par tially offset by the impact of th@3$4million increase in net operating reven uesd @an 30 basis
point decrease in our self-pay collection ratediar 49 legacy Tenet hospital s operated durindhhee months
ended March 31, 2015 and 2014, as well as greateumt of patient co-pays and deductibles. Our gajf-
collection rate, which is the blended collectioterfor uninsured and balance after insurance ad¢saeneivable,
was approximately 27.8% at March 31, 2015 and 2&f %arch 31, 2014 .
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Same-Hospital
Continuing Operations
Three Months Ended March 31,

Increase

Selected Operating Expense 2015 2014 (Decrease’
Hospital Operations and other
Salaries, wages and benefits $1,895 $ 1,750 8.3%
Supplies 674 628 7.3%
Other operating expenses 1,005 933 7.7%
Total $ 3,574 $ 3,311 7.9%
Conifer
Salaries, wages and benefits $ 193 $ 171 12.9%
Other operating expenses 67 66 1.5%
Total $ 260 $ 237 9.7%
Total
Salaries, wages and benefits $2,088 $ 1,921 8.7%
Supplies 674 628 7.3%
Other operating expenses 1,072 999 7.3%
Total $ 3,834 $ 3,548 8.1%
Rent/lease expense
Hospital Operations and other $ 59 $ 52 135%
Conifer 3 6 (50.0%
Total $ 62 $ 58 6.9%
Hospital Operations and other®
Salaries, wages and benefits per adjusted patignt d $1,181 $ 1,146 3.1%
Supplies per adjusted patient day 420 408 2.9%
Other operating expenses per adjusted patient day 546 527 3.6%
Total per adjusted patient day $ 2,147 $ 2,081 3.2%
Salaries, wages and benefits per adjusted patienisaion $ 5,497 $5421 1.4%
Supplies per adjusted patient admission 1,955 1,932 1.2%
Other operating expenses per adjusted patient agmis 2,540 2,494 1.8%
Total per adjusted patient admission $ 9,992 $ 9,847 1.5%

(1) Included in other operating expenses.

(20 Adjusted patient days/admissions represents apaigant days/admissions adjusted to include owpasiervices by multiplying actual
patient days/admissions by the sum of gross inpaté&enues and outpatient revenues and dividieagasults by gross inpatient
revenues. These metrics exclude the expensesdrédaterr health plans and our provider network BaseSouthern California that m
ludes contracted independent physicians, anciflasyiders and h os pitals.

Total selected operating expenses, which is defaseshlaries, wages and benefits, supplies and othe
operating expenses, increased by 3.2% and 1.5%penadjusted patient day and per adjusted paighmission
same-hospital basis, respectively, in the threethsoended March 31, 2015 compared to the threelma@nded
March 31, 2014 . Our total selected operating egpsion a total company basis, including TRMC, Resol
Health Hospital, Emanuel Medical Center, Conifen, bealth plans and our provider network basedutisern
California , increased by 3.5% and 1.5% on a pgrsaéeid patient day and per adjusted admission basis
respectively, in the three months ended March 815Zompared to the three months ended March 31.20

Salaries, wages and benefits per adjusted patilnisaion on a same-hospital basis increased by
approximately 1.4% in the three months ended M&dct?015 compared to the same period in 2014s Thi
change is primarily due to a greater number of eggd physicians, annual merit increases for cedhour
employees, increased contract labor costs andasecehealth benefits costs in the three monthsdeddech
31, 2015 compared to the three months ended Mdrch(@4 .

Supplies expense per adjusted patient admissinra same-hospital basis increased by 1.2% in the
three months ended March 31, 2015 compared tditke months ended March 31, 2014 . The change in
supplies expense was primarily attributable to iglosts for pharmaceuticals and volume growthuinsoipply-
intensive surgical services.
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Other operating expenses per adjusted patient aimien a same-hospital basis increased by 1.8% in
the three months ended March 31, 2015 compartiteteame period in 2014 . This change is primalilg to
increased system maintenance contract costs, higbaical fees related to a greater number of enepl@and
contracted physicians , and i ncreased malpraetipenses. Same-hospital m alpractice expense vBasfibn
higher in the 2015 period compared to the 2014ogettue to incremental patient volumes and unfaverab
adjustments to settle various cases to mitigateiskeof protracted litigation, as well as a n wdeable
adjustment of approximately $5 million due to a 2@&sis point decrease in the interest rate usestimate the
discounted present value of projected future matja liabilities compared to a n unfavorable atipent of
approximately $3 million as a result of a 15 basist de crease in the interest rate in the 2@tibg.

Salaries, wages and benefits expense for Conifeeased by $22 million in the three months ended
March 31, 2015 compared to the three months enddivB1, 2014 due to an increase in employee heatico
as a result of the growth in Conifer’'s businessmarily attributable to the integration of the \tarard facilities’
revenue cycle operations now managed by Conifemjf@ts acquisition of SPi Healthcare and growth in
Conifer’s services to CHI.

The table below shows the pre-tax and after-taxachpn continuing operations for three months ended
March 31, 2015 and 2014 of the following items:

Three Months Ended
March 31,
2015 2014
(Expense) Income
Impairment and restructuring charges, and acqoisitelated costs 29 $ (21

Litigation and investigation costs (3) (3)

&~

Pre-tax impact $ (32 $ (24)
Total after-tax impact $ (1) $ (15
Diluted per-share impact of above items $ (021 $ (0.16
Diluted earnings per share, including above items $ 046 $ (0.28

LIQUIDITY AND CAPITAL RESOURCES OVERVIEW

Cash and cash equivalents were $185 million atmMad, 2015 , a decrease of $8 million from $193
million at December 31, 2014 .

Significant cash flow items in the three monthseshiarch 31, 2015 included:
« Capital expenditures of $184 million;

« Interest payments of $117 million;

o $130 million of net borrowings under our revolviagdit facility;

o $99 million in aggregate annual 401(k) matchingtdbantions and $14illion in annual incentiv
compensation payments, which were accrued as cazapen expense in 201

«  $400 million of cash borrowings under our interimauh facility; and

« A $254 million payment to acquire the remaining 488ficontrolling interest of our Valley Baptist
Health System
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Net cash used in operating activities was $57 ionilin the three months ended March 31, 2015 coetptr $19
million in the three months ended March 31, 20Ky positive and negative factors contributinghte change
between the 2015 and 2014 periods include theviaiig:

« Increased income from continuing operations beffateme taxes of $142 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 three months ended March 815Zompared to the three months ended March
31, 2014

« $10 million less cash used in operating activiffesn discontinued operations;

« Higher aggregate annual 401(k) matching contrimstiand annual incentive compensation
payments of $57 million and $95 million, respediyyén the three months ended March 31, 2015
compared to ththree months ended March 31, 2(;

« $12 million of net cash payments relating to théif@aia provider fee program in the 2015 period
compared to $10 million of nreceiptsin the 2014 perioc

« Anincrease of $3 million in payments on resefeesestructuring charges, acquisition-related
costs, and litigation costs and settlements;

« Higher interest payments of $12 million .

Cash flows from operating activities in the firstagter of the calendar year are usually lower than
subsequent quarters of the year, primarily duééditning of certain working capital requirementsidg the
first quarter, including our annual 401(k) matchauntributions and annual incentive compensatigmeants.

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, eventspougs, business
strategies and other matters that we plan, expeetnd, assume, believe, budget, predict, foregasject,
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 whichaneeunable to predict or control — that may caugeactual
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 an#é Rétors sections in Part | of our Annual Repaod the
Risk Factors section in Part Il of this report.

When considering forward-looking statements, aeeatiould keep in mind the risk factors and other
cautionary statements in our Annual Report antli;mreport. Should one or more of the risks ancettainties
described in our Annual Report or this report ocounrshould 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@mtined in a forward-looking statement or any fany
looking statement in its entirety and, therefolieckim any resulting liability for potentially rled damages.

All forward-looking statements attributable to ue 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 Medipeograms, indemnity-based health insurance corspamd
self-pay
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patients (that is, patients who do not have heafttirance and are not covered by some other fortmirofparty

arrangement).

The table below shows the sources of net patieetges before provision for doubtful accounts far o
continuing general hospitals, expressed as pegestaf net patient revenues before provision forbtfol
accounts from all sources:

Three Months Ended March 31,
Increase

Net Patient Revenues from 2015 2014 (Deggpase
Medicare 21.8% 22.6% (0.8)%
Medicaid 9.2% 7.7% 1.5%
Managed care 58.8% 57.8% 1.0%
Indemnity, self-pay and other 10.2% 11.9% (1.7%

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

Our payer mix on an admissions basis for our comgnpgeneral hospitals, expressed as a percentage o
total admissions from all sources, is shown below:

Three Months Ended March 31,
Increase

Admissions from: 2015 2014  (Decrease®
Medicare 28.0% 28.8% (0.8)%
Medicaid 8.2% 11.0% (2.8)%
Managed care 56.3% 52.1% 4.2%
Indemnity, self-pay and other 7.5% 8.1% (0.6)%

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

The Centers for Medicare and Medicaid Servicekdssingle largest payer of healthcare servicelsdn 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 federaldiag
directed by CMS, an agency of the U.S. Departmé&htealth and Human Services (“HHS”). Medicare is a
federally funded health insurance program primdolyindividuals 65 years of age and older, certainnger
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 UrStates. The CHIP is also administered by the state jointly
funded and provides health coverage to childrefarnmlies with incomes too high to qualify for Medid, 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 isitiddvidual mandate, which requires most Americems
maintain “minimum essential” health insurance cager Those who do not comply with the individuahofate
must make a “shared responsibility payment” toféueral government in the form of a tax penaltye Penalty
percentage increases through 2016, and is adjf@t@tflation beginning in 2017. For individuals wlare not
exempt from the individual mandate, and who doraokive health insurance through an employer or
government program, the means of satisfying thaeirement is to purchase insurance from a privatepamy or
a health insurance exchange. Beginning in 2014yithehls who are enrolled in a health benefits pdanchased
through an exchange may be eligible for a premitaditor cost-sharing subsidy. In 2014, two fedeygbeals
court panels issued conflicting rulings on whetldes. Internal Revenue Service regulations extensdirai
subsidies to individuals who purchase coverageutjtidhe federal government’s health insurance exgda
(rather than a state-based exchange) are pernais$ild U.S. Supreme Court is now considering thieemand
a ruling is expected in mid-2015. Any ruling or etlaction that negatively impacts the
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number of individuals who have health insuranceecage could have a material adverse effect onemuits of
operations and cash flows. Pending the Supremet'€aigcision on this issue, the government hagdttat it
will continue paying the subsidies to insurance panies on behalf of consumers in the 36 statesuwthe
federal exchange. As of March 31, 2015, we operatespitals in two states that run their own headtlurance
exchanges and 12 states that rely on the fedechbege.

The “employer mandate” provision of the ACA regsitbe imposition of penalties on employers
having 50 or more employees who do not offer afibtd health insurance coverage to those workingr3fore
hours per week. On February 10, 2014, the requinésraf the employer mandate were delayed until dand,
2016. Based on the Congressional Budget Office’stmazent estimates, we do not believe that theydel
enforcement of the employer mandate will have aalisible effect on insurance coverage.

Another key provision of the ACA is the expansidrMedicaid 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 womenrg tilind and the disabled) in obtaining medical cafe ACA
expanded eligibility under existing Medicaid promsato virtually all individuals under 65 years @lith
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@D45 and 2016; federal funding will be reduce8@éo
over the course of the four-year period from 201tdugh 2020, and it will remain at 90% for 2021 &egond.
The expansion of the Medicaid program in each stajaires state legislative or regulatory actiod tre
approval by CMS of a state Medicaid plan amendm@&nitiarch 31, 2015, 28 states and the District of
Columbia have taken action to expand Medicaid,sindthers are considering action to expand imier
future. We currently operate hospitals in six @& #tates (Arizona, California, lllinois, Massachtsevichigan
and Pennsylvania) that have expanded their Medjmaigrams and three of the states where Medicgidresion
is under discussion. We cannot provide any assasaas to whether or when the other states in whéh
operate might choose to expand their Medicaid piogt

We anticipate that healthcare providers will gethgtzenefit over time from insurance coverage
provisions of the Affordable Care Act; however, th€A also contains a number of provisions desigioed
significantly reduce Medicare and Medicaid progismending, including: (1) negative adjustments &ahnual
market basket updates for Medicare inpatient, digipt long-term acute and inpatient rehabilitagpwospective
payment systems, which began in 2010, as well dgi@clal “productivity adjustments” that began i@12; and
(2) reductions to Medicare and Medicaid dispropordite share hospital (“DSH”) payments, which befgan
Medicare payments in federal fiscal year (“FFY”Y120and 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 unogrtaegarding the ultimate number of uninsuredvitiials
who will obtain and retain insurance coverage, daagty regarding future negotiations with payenscertainty
regarding Medicaid expansion, and gradual andgpinescases, delayed implementation. Furthermoragreve
unable to predict the outcome of legal challengesettain provisions (including the provisions netjiag
subsidies) of the ACA, what action, if any, Congregght take with respect to the ACA or the actiorividual
states might take with respect to expanding Medicaiverage. For a discussion of the risks and taiogies
associated with the Affordable Care Act, includihg future course of related legislation and retipia, see
Item 1A, Risk Factors, in Part | of our Annual Retpo

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 (“HMQs"), preferred provider orgariaas (“PPOs”), private fee-for-service Medicaresial
needs plans and Medicare medical savings accoans pl'he major components of our net patient regnu
including our general hospitals and other
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operations, for services provided to patients éeldh the Original Medicare Plan for the three tharended
March 31, 2015 and 2014 are set forth in the falhmatable:

Three Months Ended

March 31,

Revenue Descriptions 2015 2014

Medicare severity-adjusted diagnosis-related greupperating $ 457 $ 437
Medicare severity-adjusted diagnosis-related greupapital 42 40
Outliers 18 20
Outpatient 252 230
Disproportionate share 95 96
Direct Graduate and Indirect Medical Education 56 64
Other® 14 4
Adjustments for prior-year cost reports and relataldation allowances 22 1
Total Medicare net patient revenues $ 956 $ 892

(1) Includes revenues of T RMC, Resolute Health Haspitd Emanuel Medical Center .

(2 Includes Indirect Medical Education revenues eatnedur children’s hospitals under the ChildrensHitals Graduate Medical
Education Payment Program administered by the Ri&adtources and Services Administration of HHS.

(3  The other revenue category includes inpatient gayrt units, inpatient rehabilitation units, ommg-term acute care hospital, other
revenue adjustments, and adjustments related tstiteates for current-year cost reports and rlaaduation 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 updaddahe
terms of these payment systems and their estinedfiect on our revenues can be found under “Regulatod
Legislative Changes” below.

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. Gehertile one-
time settlement offer applies to payment deniaisrfpatient services on the basis that the serviegs
reasonable and necessary, but treatment as areimpats not. All of our hospitals with claims tlzae eligible
for settlement are accepting the settlement offee estimated cash value of the settlement fohoapitals’
claims is approximately $17 million. As of March,2D15 we had received approximately $15 million in
settlement payments.

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 prograonstituted approximately 18.8% and 16.6% bf ne
patient revenues before provision for doubtful acds at our continuing general hospitals for thregimonths
ended March 31, 2015 and 2014 , respec tively. Meraceive DSH and other supplemental revennderu
various state Medicaid programs. For the three hmabhded March 31, 2015 a nd 2014 , our Medieid r
nues attributable to DSH and other supplementamee s for our continuing operations were approteiga
$247 million and $154 million, respectively.

Several states in which we operate continue tolfacigetary challenges due to the slow economic
recovery and other factors that have resultedikaly will continue to result, in reduced Medicdighding
levels to hospitals and other providers. Becausst states must operate with balanced budgetshend 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 togieoyto manage state expenditures. As an altgenateans
of funding provider payments, many of the stateshinch we operate have adopted broad-based protades
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.
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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 kaveur
business, but the impact on our future financialifian, results of operations or cash flows cowddimterial.

Medicaid-related patient revenues recognized bycountinuing general hospitals from Medicaid-related
programs in the states in which they are locatedyell as from Medicaid programs in neighboringestafor the
three months ended March 31, 2015 and 2014 afersiein the table below:

Three Months Ended March 31,

2015% 2014

Managec Managec
Hospital Location Medicaid Medicaid Medicaid Medicaid
Michigan $ 85 $ 77 $ 41 $ 99
California 82 95 38 49
Texas 91 59 65 56
Illinois 28 10 24 6
Florida 24 43 44 19
Missouri 18 4 14 2
Georgia 17 9 22 8
Pennsylvania 17 48 18 47
Massachusetts 9 12 7 10
North Caroline 6 3 7 1
South Carolina 4 8 4 8
Alabama 3 — 4 —
Tennessee 2 8 2 6
Arizona — 27 2 27

$ 386 $ 403 $ 292 $ 338

() Includes revenueof TRMC, Resolute Health Hospital and Emanuel Medical &e
Regulatory and Legislative Changes

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

Proposed Payment and Policy Changes to the Medicgatient Prospective Payment Systems

Under Medicare law, CMS is required to annually ateccertain rules governing the inpatient
prospective payment systems (“IPPS”). The updates@lly become effective October 1, the beginwinie
federal fiscal year. On April 17, 2015, CMS issued Proposed Changesadibspital Inpatient Prospective
Payment Systems for Acute Care Hospitals and Fiéeat 2016 Rates (“Proposed IPPS Rule”). The Prexgbos
IPPS Rule includes the following proposed paymeunt @olicy changes:

« A market basket increase of 2.7% for Medicare sgradjusted diagnosis-related group (“MS-DRG”)
operating payments for hospitals reporting spegtijgality measure data and that are meaningfukuser
of EHR technology (hospitals that do not reportc#figed quality measure data and/or are not
meaningful users of EHR technology would receiveduced market basket increase); CMS is also
proposing certain adjustments to the estimated 2n&¥ket basket increase that result in a net market
basket update of 1.9% (before budget neutralitystdjents), including

« Market basket index and multifactor productivitguetions required by the ACA of 0.6% and
0.2%, respectively; an

« A documentation and coding recoupment reductidd.&¥ as required by the American
Taxpayer Relief Act of 201:
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« Updates to the factors used to determine the anmandhtistribution of Medicare uncompensated
care disproportionate sha*UC-DSH") payments

« A 0.79% net increase in the capital federal MS-Dfate; and
« Adecrease in the cost outlier threshold from $2@,® $24,485.

CMS projects that the combined impact of the payraed policy changes in the Proposed IPPS
Rule will yield an average 0.3% increase in payménit hospitals in large urban areas (populatiores o
one million). The proposed payment and policy clesngsult in an estimated 1.2% decrease in ourahhiPBS
payments, which yields an estimated reduction pf@agamately $30 million in our annual Medicare IPPS
payments. Most of this decrease is due to an eggealgcline in Medicare UC-DSH reimbursement. Beeaifis
the uncertainty regarding the proposal and othaiofa that may influence our future IPPS paymemts b
individual hospital, including admission volumesndth of stay and case mix, we cannot provide asyrances
regarding our estimate.

Proposed Payment Changes to the Medicare Inpaispthiatric Facility Prospective Payment System

On April 24, 2015, CMS issued a proposed rule updafledicare payment policies and rates for the
Medicare inpatient psychiatric facility (“IPF”) pspective payment system for FFY 2016 (“IPF-PPS &sed

Rule”). The IPPPS Proposed Rule includes the following proposgtngnt and policy change for IPFs:

« A net payment increase for IPFs of 1.9%, whicheat8 a market basket increase of 2.7% reduced
by market basket index and multifactor productiatjustments required by the ACA of 0.2% and
0.6%, respectively; an

« Anincrease in the outlier fixed-dollar loss threlshfrom $8,755 to $9,825.

At March 31, 2015, 21 of our general hospitals afed IPF units. CMS projects that the payment
changes in the IPF-PPS Proposed Rule will reshiestimated total increase in aggregate IPF patgnod
1.6%, which includes an average 1.7% increaseMBrunits in hospitals located in urban areas fof 2616.
Using the urban IPF unit impact percentage as eppdi our Medicare IPF payments for the six moetided
March 31, 2015, the annual impact of the paymedtgolicy changes in the IPF-PPS Proposed Rule esyitr
in an estimated increase in our Medicare revenfiapmroximately $ 1 million. Because of the utaiity
associated with various factors that may influemgefuture IPF payments, including legislative awti
admission volumes, length of stay and case miwedsas potential changes to the proposed rulesammot
provide any assurances regarding our estimatesdfitpact of these changes.

Proposed Payment and Policy Changes to the Medicgratient Rehabilitation Facility Prospective
Payment System

On April 23, 2015, CMS issued a proposed rule updafledicare payment policies and rates for the
Medicare inpatient rehabilitation facility (“IRFfrospective payment system for FFY 2016 (“IRF-PR$&sed
Rule”). The IRF-PPS Proposed Rule includes the¥dhg payment and policy changes for IRFs:

« A net payment increase for IRFs of 1.9%, whicheet a market basket increase of 2.7% reduced
by market basket index and multifactor productiatjustments required by the ACA of 0.2% and
0.6%, respectively; an

« Atwo-year transition for the adoption of the newest €ffof Management and Budget delineat
for assigning the wage index to IR

At March 31, 2015, we operated one freestanding HRE 14 of our general hospitals operated IRF
units. CMS projects that the payment changes inRFePPS Proposed Rule will result in an estimabéal
increase in aggregate IRF payments of 1.7%, winicludes an average 1.8% increase for freestandbanu
IRFs and an average 1.6% increase for IRF uni®#pitals located in urban areas for FFY 2016. @/tie
applicable freestanding and urban IRF
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unit impact percentages as applied to our MeditRFepayments for the six months ended March 3152601e
annual impact of the payment and policy changésarRF-PPS Proposed Rule may result in an estimate
increase in our Medicare revenues of approximaglynillion. Because of the uncertainty associatetd w
various factors that may influence our future IRFypents, including legislative action, admissiofunees,
length of stay and case mix, the related effectoaipliance with admission criteria, and potertlanges to the
proposed rule, we cannot provide any assurancesdieg our estimate of the impact of these changes.

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. Siguwifitprovisions of the legislation include:

« Freezing MPFS payment rates at current levelsh@iperiod from April 1 through June 30, 2015,
and then increasing the rates by 0.5% for senfioeéshed during the last six months of 20

« Replacing the Sustainable Growth Rate formula wétv systems for establishing the annual
updates to payment rates for physic’ 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 physician feedsdh will remain at the 2019 level
through 2025, but the amounts paid to individuavpders will be subject to adjustment
through one of two mechanisms, depending on whetteephysician chose to participate
in the Merit-Based Incentive Payment System or HarAative Payment Model (“APM”)
program; ant

« For 2026 and subsequent years, there will be twmpat rates for services on the
physician fee schedule; for providers paid throaglAPM program, payment rates will
increased each year by 0.75%, while payment ratestfier providers will be increased
each year by 0.259

« Temporarily extending through 2017 the CHIP andimiper of other expiring provisions, some of
which increase payments to hospitals, physiciadsaambulance provider

- Delaying by one year the effective date and rewisle reductions to Medicaid DSH allotments to
states as required by the Affordable Care Act fidrY 2017 to 2018

« Extending through the remainder of FFY 2015 the-taidnight rule regarding certain medical
patient status review activities conducted by MadicAdministrative 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—Ilargely 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
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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 reimbursemn{ennone
at all) to their members who use non-contractedttinesre providers for non-emergency care.

PPOs generally offer limited benefits to members wke non-contracted healthcare providers. PPO
members who use contracted healthcare provideesveea preferred benefit, typically in the formlofver co-
pays, co-insurance or deductibles. As employerseamployees have demanded more choice, managed care
plans have developed hybrid products that comidements of both HMO and PPO plans, including high-
deductible healthcare plans that may have limitefits, but cost the employee less in premiums.

The amount of our managed care net patient revetwrésg the three months ended March 31, 2015
and 2014 was $2.5 billion and $2.2 billiorspectively. Approximately 61% of our managed caepatient
revenues for the three months ended March 31, @@k5derived from our top ten managed care payexsonal
payers generat ed approximately 49% of our totahmranaged care revenues. The remainder comes from
regional or local payers. At both March 31, 2@bs December 31, 2014 , approximately 60% of our ne
accounts receivable related to continuing operativare due from managed care 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 andgpessidit by the payers, which can take severaisyleafore
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 bagégstimate our expected reimbursement for patigit
managed care plans based on the applicable cotdratt. 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 March 31, 2015, a 3% iser@adecrease in the estimated contractual allosvasould
impact the estimated reserves by approximately $iion. Some of the factors that can contribwtehanges
in the contractual allowance estimates includecfiBnges in reimbursement levels for procedurggpl®s and
drugs when threshold levels are triggered; (2) ghann reimbursement levels when stop-loss oreyuttnits
are reached; (3) changes in the admission statagpafient due to physician orders subsequentttalin
diagnosis or testing; (4) final coding of in-howsea discharged-not-final-billed patients that cleang
reimbursement levels; (5) secondary benefits detexdnafter primary insurance payments; and
(6) reclassification of patients among insuran@aglwith different coverage levels. Contractualvaiince
estimates are periodically reviewed for accuracyabyng into consideration known contract termsya$i as
payment history. Although we do not separately audate and disclose the aggregate amount of adgug#to
the estimated reimbursement for every patientwii believe our estimation and review process esals to
identify instances on a timely basis where sucimedées need to be revised. We do not believe tivere any
adjustments to estimates of patient bills that weagerial to our operating income. In addition,aocorporate-
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 increasesturé years. In the three months ended March 315 20ur
commercial managed care net inpatient revenuedmisaion from our acute care hospitals was apprate
72% higher than our aggregate yield on a per adomssasis from governm ent payers, including madage
Medicare and Medicaid insurance plans.
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Indemnity

An indemnity-based agreement generally requiresnthdrer 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 withemnity 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 iasoe and, therefore, are responsible for their medical
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.

Self-pay accounts pose significant collectabilitplgems. At March 31, 2015 and
December 31, 2014 , approximately 6% and 7%, reisedg, of our net accounts receivable related to
continuing operations were due from self-pay pasieRurther, a significant portion of our provisifum doubtful
accounts relates to self-pay patients, as welbgsays and deductibles owed to us by patients iwithrance.
We provide revenue cycle management services througConifer subsidiary. Under the Dodd-Frank Wall
Street Reform and Consumer Protection Act (the ‘DBdank Act”), a new Consumer Financial Protection
Bureau (“CFPB”) was formed within the U.S. Fedd®akerve to promote transparency, simplicity, faspe
accountability and equal access in the marketdasamer financial products or services, includiegtd
collection services. The Dodd-Frank Act gives digant discretion to the CFPB in establishing redgoty
requirements and enforcement priorities. We belteaé the CFPB regulatory and enforcement processles
have a significant impact on Conifer’s operatidfa: additional information, see Item 1, Business —
Regulations Affecting Conifer’s Operations, in Plavf our Annual Report.

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 taispiAs 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 highljyectible. We are dedicated to modifying and refinour
processes as needed, enhancing our technologymmaviing staff training throughout the revenue eymtocess
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 thoseptt 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;auet of contractual allowances recorded, arddéur
reduced to their net realizable value through iowi for doubtful accounts based on historicalesiibn 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 amountspolicy is not to pursue collection of amounggedmined to
qualify as charity care; therefore, we do not regogse amounts in net operating revenues. Mogssiiaclude
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 thevestiéd costs uses adjusted self-pay/charity padiyg
multiplied by selected operating expenses (whickuihe 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 selffpharity 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 and
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charity care patients, as well as revenues attillg to DSH and other supplemental revenues vwagnized , in
the three months ended March 31, 2015 and 2014 .

Three Months Ended March 31,

2015 2014
Estimated costs for:
Self-pay patients $ 164 $ 189
Charity care patients $ 36 $ 40
DSH and other supplemental revenues $ 247 $ 154

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 prograerage.
However, we continue to have to provide uninsuriedalints and charity care due to the failure destto
expand Medicaid coverage and for persons livintpéncountry illegally who are not permitted to dhima
health insurance exchange or government healtfsmeance program.

RESULTS OF OPERATIONS

The following two tables summarize our net opeatievenues, operating expenses and operating
income from continuing operations, both in dollarcunts and as percentages of net operating revenioeshe
three months ended March 31, 2015 and 2014

Three Months Ended

March 31,
2015 2014

Net operating revenue

General hospitals $ 4209 $ 3,805

Other operations 582 501

Net operating revenues before provision for dodlafecounts 4,791 4,306

Less provision for doubtful accounts 363 380
Net operating revenues 4,428 3,926
Operating expenses:

Salaries, wages and benefits 2,125 1,921

Supplies 687 628

Other operating expenses, net 1,093 999

Electronic health record incentives (6) 9)

Depreciation and amortization 207 193

Impairment and restructuring charges, and acqoisitelated costs 29 21

Litigation and investigation costs 3 3
Operating income $ 290 $ 170

Three Months Ended
March 31,
2015 2014

Net operating revenut 100.0% 100.0%
Operating expenses:

Salaries, wages and benefits 48.0% 48.9%

Supplies 15.5% 16.0%

Other operating expenses, net 24.7% 25.4%

Electronic health record incentives (0.2)% (0.2%

Depreciation and amortization 4.7% 4.9%

Impairment and restructuring charges, and acqoisitelated costs 0.7% 0.5%

Litigation and investigation costs 0.1% 0.1%
Operating income 6.5% 4.3%
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Net operating revenues of our general hospitalsidecinpatient and outpatient revenues, as well as
nonpatient revenues (e.g., rental income, managei@emnevenue, and income from services such &ferés,
gift shops and parking) and other miscellaneousneg. Net operating revenues of other operatiansapity
consist of revenues from (1) physician practicBsa(long-term acute care hospital, (3) servicesiged by our
Conifer subsidiary to third parties and (4) ourltreplans. Revenues from our general hospitalsessmted
approximately 88% of our total net operating rexes before provision for doubtful accounts forhbtbie three
months ended March 31, 2015 and 2014 .

Net operating revenues from our other operationg$882 million and $501 million in the three
months ended March 31, 2015 and 201 4 , respegtiVhk increase in net operating revenues fromrothe
operations during 2015 primarily relates to reveoyele services provided by our Conifer subsidiaywell as
revenues from our health plans and additional iey$i practices. Equity earnings of unconsolidafilates
included in our net operating revenues from othparations were $4 million and $1 million for theeb months
ended March 31, 2015 and 2014 , respectively.

REVENUES

During the three months ended March 31, 2015 petioperating revenues after provision for doubtful
accounts increased $502 million, or 12.8% , congb&rehree months ended March 31, 2014 . Same-fab sigit
operating revenues increased $431 million, or 11.0¢uring the three months ended March 31, 2@hspared
to 2014. The increase in same-hospital net opgratimenues in 2015 is primarily due to higher ifgratand
outpatient volumes, improved terms of our managed contracts, incremental net revenues from thiéo@da
provider fee and Texas Medicaid DSH program s & ®dlion and $23 million, respectively, and anriease in
our other operations revenues. For the three mamttied March 31, 2015 and 2014 , our net operagwgnues
attributable to Medicaid DSH and other supplemergatnues were approximately $247 million and $154
million, respectively.

During the three months ended March 31, 2015 petimpatient revenues increased $250 million, or
10.2% , compared to the same period in 2014 . @al &dmissions increased 7.2% during the threetimson
ended March 31, 2015 compared to the three momithsdeMarch 31, 2014 primarily due to higher inpdtie
volumes and our hospital acquisitions during 2@ame-hospital net inpatient revenues increased $208n,
or 8.5% , and same-hospital admissions increa®8d # the three months ended March 31, 2015 cordgare
the 2014 period . We believe our volumes were pedytimpacted by incremental market share we geeer
through improved physician alignment and servine Bxpansion, insurance coverage for a greater ewaib
individuals, and a strengthening economy. We beligw inpatient volume levels continue to be camséd by
an increase in patients with high-deductible heiaisirance plans and industry trends reflectingstii of
certain clinical procedures being performed in atpatient setting rather than an inpatient sett8ame-hospital
net inpatient revenue per admission increased 3 @dmnarily due to the improved terms of our marthgeare
contracts and incremental California provider fad @exas Medicaid DSH program s net reve nues 6f $4
million and $23 million, respectively, in the threenths ended March 31, 2015 .

During the three months ended March 31, 2015 petioutpatient revenues increased $159 million, or

11.8% , and our totaloutpatient visits increased 10.1% compared to @ingesperiod in 2014 . Same-hospital net
outpatient revenues increased $123 million, or 9.4846 s ame-hospital outpatient visits increasé@ébin the
three months ended March 31, 2015 compared tditke months ended March 31, 2014 . Growth in oigpat
revenues and volumes was primarily driven by imptbterms of our managed care contracts and inatease
outpatient volume levels associated with our ougphtdevelopment program. Same-hospital net o@ptti
revenue per visit increased 1.4 % primarily duthe improved terms of our managed care contracts.

Our Conifer subsidiary generated net operatingmegs of $342 million and $285 million during the
three months ended March 31, 2015 and 2014, régelycta portion of which was eliminated in conslaliion
as described in Note 15 to the Condensed Consetlddhancial Statements. The increase in the pottiat was
not eliminated in consolidation is primarily duertew clients, service growth, and our acquisitib®Bi
Healthcare in the fourth quarter of 2014.
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PROVISION FOR DOUBTFUL ACCOUNTS

Total and same-hospital provision for doubtful agtis as a percentage of net operating revenues
before provision for doubtful accounts was 7.6%tFa three months ended March 31, 2015 compar8dB¥6
for the three months ended March 31, 2014 . Theedse in the provision for doubtful accounts asragntage
of net operating revenues before provision for dimlaccounts primarily related to the decreaseharity and
uninsured patient revenues as a percentage opeedting revenues from 8.4% for the three montlleén
March 31, 2014 to 6.4 % for the three months erddacth 31, 2015 due to expansion of insurance cgegra
partially offset by the impact of a greater amooinpatient co-pays and deductibles and a 30 basit gecrease
in our self-pay collection rate for our 49 lega@nét hospitals operated throughout both periods.table
below shows the net accounts receivable and allogvfor doubtful accounts by payer at March 31, 2818
December 31, 2014.

March 31, 2015 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
Medicare $ 347 $ — $ 347 $ 323 $ — $ 323
Medicaid 146 — 146 153 — 153
Net cost report settlements payable
valuation allowance (49) — (49) (51) — (51)
Managed car 1,583 102 1,481 1,528 99 1,429
Self-pay uninsuret 588 509 79 578 482 96
Self-pay balance after insuran 220 140 80 210 133 77
Estimated future recoveries from accot
assigned to our Conifer subsidiz 121 — 121 125 — 125
Other payer: 411 151 260 386 137 249
Total continuing operatior 3,367 902 2,465 3,252 851 2,401
Total discontinued operatiol 3 — 3 4 1 3

$ 3370 $ 902 $2,468 $ 3,256 $ 852 $2,404

A significant portion of our provision for doubtfatcounts relates to self-pay patients, as wealbas
pays and deductibles owed to us by patients withremce. Collection of accounts receivable has bday area
of focus, particularly over the past several yeAtsviarch 31, 2015, our collection rate on selfsg&counts for
our 49 legacy Tenet hospitals operated through@ub 2nd 2014 was approximately 27.8% . Our reselfit
pay collection rates for our 49 legacy Tenet hadpitvere as follows: 28.1% at March 31, 2014; 2788%une
30, 2014; 27.5% at September 30, 2014; and 27.99¢@mber 31, 2014. These self-pay collection rates
include payments made by patients, including cos@ayd deductibles paid by patients with insuraBesed on
our accounts receivable from self-pay patients@mgays and deductibles owed to us by patients iwithrance
at March 31, 2015, a 10% decrease or increaserigeldf-pay collection rate, or approximately 3%ieh we
believe could be a reasonably likely change, woetdllt in an unfavorable or favorable adjustmergrtavision
for doubtful accounts of approximately $11 million

Payment pressure from managed care payers alsisadfigr 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 reireiment for our services. Our estimated collectide filom
managed care payers for our 49 legacy Tenet héspites approximately 98.3% at both March 31, 2&i&
December 31, 2014 .

Conifer continues to focus on revenue cycle initég to improve our cash flow. These initiatives ar
focused on standardizing and improving patient sepeocesses, including pre-registration, registrat
verification of eligibility and benefits, liabilitjdentification and collection at point-of-serviand financial
counseling. These initiatives are focused on redudenials, improving service levels to patientd screasing
the quality of accounts that end up in accountsivable. Although we continue to focus on improviog
methodology for evaluating the collectability ofr@accounts receivable, we may incur future chaifgibere are
unfavorable changes in the trends affecting theeaizable value of our accounts receivable.
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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 aginggate The following tables present the approxinagag by
payer of our net accounts receivable from contiguiperations of $2.514 billion and $2.452 billanMarch
31, 2015 and December 31, 2014 , respectivelypdial) cost report settlements payable and valuation
allowances of $49 million and $51 million at Mhr31, 2015 and December 31, 2014 , respectively:

March 31, 2015

Indemnity,
Managed SeltPay
Medicare Medicaid Care and Other Total
0-60 days 83% 43% 65 % 30% 60 %
61-120 days 8% 23% 16 % 20% 16%
121-180 days 4% 11% 8% 10% 8%
Over 180 days 5% 23% 11% 40% 16 %
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%

Our AR Days from continuing operations were 50.¢sdat March 31, 2015 and 49.5 days at
December 31, 2014 , within our target of less thamlays . AR Days are calculated as our accouotsviable
from continuing operations on the last date ingharter divided by our net operating revenues fcomtinuing
operations for the quarter ended on that date edviay the number of days in the quarter.

At March 31, 2015, we had a cumulative totapafient account assignments to our Conifer subgidia
dating back at least three years or older of apprately $2.9 billion related to our continuing oagtons, but
excluding our newly acquired hospitals. These antohave already been written off and are not ohetlin our
receivables or in the allowance for doubtful acasuhowever, an estimate of future recoveries fadinthe
accounts assigned to our Conifer subsidiary isrdeteed based on our historical experience and dstbin
accounts receivable.

Patient advocates from Conifer's Medicaid EligifyilProgram (“MEP”) screen patients in the hospital
to determine whether those patients meet eligihibguirements for financial assistance prograrhgyTalso
expedite the process of applying for these govemipegrams. Receivables from patients who arenpiaiéy
eligible for Medicaid are classified as Medicaichgimg, under the MEP, with appropriate contractliawances
recorded. At the present time, our newly acquigaiifies are beginning to implement this progr&ased on
recent trends, approximately 94% of all accoimtie MEP are ultimately approved for benefits ema
government program, such as Medicaid. The followatdle shows the approximate amount of accounts
receivable in the MEP still awaiting determinatimi
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eligibility under a government program at March 2015 and December 31, 2014 by aging categonh#or t
hospitals currently in the program.

March 31, December 31

2015 2014
0-60 days $ 81 $ 85
61-120 days 17 20
121-180 days 7 10
Over 180 days 21 16
Total $ 126 $ 131

SALARIES, WAGES AND BENEFITS

Salaries, wages and benefits expense as a pereaftagt operating revenues decreased 0.9% for the
three months ended March 31, 2015 compared tditke months ended March 31, 2014 . Same-hospital
salaries, wages and benefits per adjusted patilenisaion for our Hospital Operations and other sagm
increased by approximately 1.4% in the three m®Bhded March 31, 2015 compared to the same period
2014 . This change is primarily due to a greatenioer of employed physicians, annual merit increéses
certain of our e mployees, increased contradrlabsts and increased health benefits costs.iSslarages and
benefits expense for the three months ended MdrcB®L5 and 2014 included stock-based compensation
expense of $18 million and $12 million, respediive

Salaries, wages and benefits expense for Conifeeased by $22 million in the three months ended
March 31, 2015 compared to the three months enddivB1, 2014 due to an increase in employee heatico
as a result of the growth in Conifer’'s businessrily attributable to the integration of the Vaagd facilities’
revenue cycle operations now managed by Conifemjf@ts acquisition of SPi Healthcare and growth in
Conifer’s service s to CHI.

At March 31, 2015, approximately 20% of our eoygles 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, FloridacdaMichigan. We currently have four expired contsaatd are
negotiating renewals under extension agreementsaré/also negotiating first contracts at two of bospitals
where employees selected union representatiorhig\time, we are unable to predict the outcoménef t
negotiations, but increases in salaries, wagedandfits could result from these agreements. Furtbee, there
is a possibility that strikes could occur during tiegotiation process, which could increase owrlabsts and
have an adverse effect on our patient admissiotisi@noperating revenues. Future organizing as/thy labor
unions could increase our level of union repregmnrta

SUPPLIES

Supplies expense as a percentage of net operatiegues decreased by 0.5% for the three months
ended March 31, 2015 compared to the three momithesdeMarch 31, 2014 . Same-hospital supplies exppes
adjusted patient admission for our Hospital Operetiand other segment in creased by 1.2% in tee thionths
ended March 31, 2015 compared to the same peri2@ld . The increase in supplies expense per adjust
patient admission was primarily attributable toh@gcosts for pharmaceuticals and volume growtiuin
supply-intensive surgical services.

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

OTHER OPERATING EXPENSES, NET

Other operating expenses as a percentage of nettimgerevenues was 24.7% in the three months
ended March 31, 2015 compared to 25.4% in the tim@gths ended March 31, 2014 . Same-hospital other
operating expenses per adjusted patient admissrauf Hospital Operations and other segment iasgd by
1.8% in the three months ended March 31, 2015 cosdpa the same period in 2014 . The approxim&eép
million, or 7.7% , increase in other
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operating expenses for our Hospital Operationsather segment in the three months ended March@H5 2
compared to the three months ended March 31, 20fAmarily due to:

« increased system maintenance contract costs ofn§illn;

« higher medical feeselated to a greater number of employed and caetlgthysicians for hospite
we operated throughout both period$11 million; and

« increased same-hospital malpractice expense ofrfiien .

Same-hospital malpractice expense was higher ithtlee months ended March 31, 2015 comparecetgthd
period due to incremental patient volumes and wrave adjustments to settle various cases to améith e risk
of protracted litigation, as well as an unfavoraddgustment of approximately $5 million due to6 Basis point
decrease in the interest rate used to estimatdisheunted present value of projected future matma
liabilities compared to an unfavorable adjustmdrapproximately $3 million as a result of an 15isgoint
decrease in the interest rate in the 2014 period.

IMPAIRMENT AND RESTRUCTURING CHARGES, AND ACQUISITON-RELATED COSTS

During the three months ended March 31, 2015 ,aserded impairment and restructuring charges and
acquisition- related costs of $29 million, consigtof $6 million of employee severance costsiiion of
restructuring costs, and $20 million in acquisiti@lated costs , which include $7 million of santion costs
and $13 million of acquisition integration charges.

During the three months ended March 31, 2014 ,ewmerded impairment and restructuring charges and
acquisition-related costs of $21 million, consigtof $6 million of employee severance costs, $iliam of
restructuring costs , and $10 million in acquisitrelated costs , which include $6 million ofrisaction costs
and $4 million of acquisition integration charges.

LITIGATION AND INVESTIGATION COSTS

Litigation and investigation costs for both theetmonths ended March 31, 2015 and 2014 were $3
million, primarily related to costs associatedhwirious legal proceedings and governmental rexiew

INTEREST EXPENSE

Interest expense for the three months ended MakcB®L5 was $199 million compared to $182
million for the three months ended March 31, 20pdAimarily due to increased borrowings relatingtw recent
acquisitions and our $254 million payment to acgtiire remaining 49% noncontrolling interest of datley
Baptist Health System .

INCOME TAX (BENEFIT) EXPENSE

During the three months ended March 31, 2015 ,emerded income tax expense of $16 million ,
which i ncluded, among other things, $1 millionrmome tax expense to increase our valuation allowesfor
deferred tax assets and a $15 million income &ebt related to amending Vanguard’s prior fedeslrn,
compared to income tax benefit of $1 million dgrthe three months ended March 31, 2014 .

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.
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“Adjusted EBITDA” is a non-GAAP measure that we us®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 extinduigent of
debt; (8) net gain (loss) on sales of investmd@isinterest expense; (10) litigation and invedtmabenefit
(costs), net of insurance recoveries; (11) huredasurance recoveries, net of costs; (12) impaitraad
restructuring charges and acquisition-related castd (13) depreciation and amortization. As isdhge with all
non-GAAP measures, investors should consider thiggliions associated with this metric, including grotential
lack of comparability of this measure from one campto another, and should recognize that AdjuE@d DA
does not provide a complete measure of our opgratnformance because it excludes many items that a
included in our financial statements. Accordinghyestors are encouraged to use 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 months ended March 31, 2015 and 2014

Three Months Ended

March 31,
2015 2014
Net income (loss) attributable to Tenet Healthcameporation
common shareholders $ 47 $ (32)
Less: Net (income) attributable to noncontrollingerests (29) (16)
Income (loss) from discontinued operations, nearf 1 (5)
Income (loss) from continuing operations 75 (11)
Income tax benefit (expense) (16) 1
Interest expense (199 (182
Operating income 290 170
Litigation and investigation costs (3) (3)
Impairment and restructuring charges, and acqoisitelated costs (29) (21)
Depreciation and amortization (207 (193
Adjusted EBITDA $ 529 $ 387
Net operating revenues $ 4,428 $ 3,926
Adjusted EBITDA as % of net operating revenues
(Adjusted EBITDA margin) 11.9% 9.9%

LIQUIDITY AND CAPITAL RESOURCES
CASH REQUIREMENTS

There have been no material changes to our oldigato make future cash payments under contracts
and under contingent commitments, such as staradteyd of credit and minimum revenue guarantees, as
disclosed in our Annual Report, except for our riet@rim loan agreement providing for a 364-day seduerm
loan facility in the aggregate principal amounsdD0 million discussed under the caption “Debtrunsents,
Guarantees and Related Covenants” below.

As part of our long-term objective to manage oupits Structure, we may from time to time seek to
retire, purchase, redeem or refinance some of vistanding debt or equity securities subject toaitimg
market conditions, our liquidity requirements, dastual 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 M&8a;H015 , using the last 12 months of Adjuste dTEBR\ , our
ratio of total long-term debt, net of cash and caghivalent balances, to Adjusted EBITDA was 5.8
anticipate this ratio will fluctuate from quarterquarter based on earnings performance and atbens$,
including acquisitions that involve the assumptidong-term debt. We intend to manage this ragidddlowing
our business plan, managing our cost structurssiple asset
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divestitures and through other changes in our abgitucture, including, if appropriate, the isstenf equity or
convertible securities. Our ability to achieve tawerage and capital structure objectives is stilbgenumerous
risks and uncertainties, many of which are desdribghe Forward-Looking Statements and Risk Factor
sections in Part | of our Annual Report and tligkHactors 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 additioms 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 $184 omilind $281 million in the three months endeddar
31, 2015 and 2014 , respectively. We anticipatedbacapital expenditures for continuing operagifor the
year ending December 31, 2015 will total approxeha$900 million to $1 billion, including $150 mitin that
was accrued as a liability at December 31, 2014.Ddgeted 2015 capital expenditures include apprately
$20 million to improve disability access at cartaf our facilities pursuant to the terms of a rteged consent
decree.

During the three months ended March 31, 2015 , aeegiired two ambulatory surgery centers and
various physician practice entities . The fair eatii the consideration conveyed in the acquisitivas $11
million.

Interest payments, net of capitalized interestevr17 million and $105 million in the three must
ended March 31, 2015 and 2014 , respectively.

Income tax refunds, net of tax payments , were@pprately $1 million in the three months ended
March 31, 2015, and income tax payments, nebofdunds, were approximately $1 million in the 2Qferiod.

SOURCES AND USES OF CASH

Our liquidity for the three months ended March 3015 was primarily derived from cash on hand and
borrowings under our interim loan agreement andGredit Agreement (defined below) . We had apprataty
$185 million of cash and cash equivalents on tetridarch 31, 2015 to fund our oper ations and eapit
expenditures, and our borrowing availability under credit facility was $646 million based on dmarrowing
base calculation at March 31, 2015 .

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

Net cash used in operating activities was $57 ionilin the three months ended March 31, 2015
compared to $19 million in the three months endedch 31, 2014 . Key positive and negative factors
contributing to the change between the 2015 and p@tiods include the following:

« Increased income from continuing operations beffateme taxes of $142 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 three months ended March 815Zompared to the three months ended March
31, 2014

« $10 million more cash used in operating actigifimm discontinued operations;

» Higher aggregate annual 401(k) matching contrimstiand annual incentive compensation
payments of $5 7 million and $ 95 million, respesly, in the three months ended March 31, 2015
compared to the three months ended March 31, :

« $ 12 million of net cash payments relating to tfa&ifGrnia provider fee program in the 2015 period
comparecto $10 million of nereceiptsin the 2014 perioc

« Anincrease of $3 million in payments on resefeesestructuring charges, acquisition-related
costs, and litigation costs and settlements;
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« Higher interest payments of $12 million.

We continue to seek further initiatives to incretimeefficiency of our balance sheet by generating
incremental cash. These initiatives may includestile of underutilized or inefficient assets.

Capital expenditures were $184 million and $28iillion in the three months ended March 31, 2015
and 2014 , respectively.

We record our investments that are available-ftg-aafair market value. As shown in Note 13 to the
Condensed Consolidated Financial Statements, tharityaf our investments are valued based on gliote
market prices or other observable inputs. We havievestments that we expect will be negativelgeitd by
the current economic conditions such that they mvdkerially impact our financial condition, resuits
operations or cash flows.

DEBT INSTRUMENTS, GUARANTEES AND RELATED COVENANTS

During the three months ended March 31, 2015, wered into a new interim loan agreement
(the “Interim Loan Agreement”) providing for a 36y secured term loan facility in the aggregatagipal
amount of $400 million. At March 31, 2015, we ha8 million aggregate principal amount of term lpan
outstanding under the Interim Loan Agreement. Waalube proceeds of the term loans (i) to repaytaning
obligations under our Credit Agreement, and (iip&y certain costs, fees and expenses incurreshimection
with entering into the Interim Loan Agreement.

We have a senior secured revolving credit fac{ity amended, “Credit Agreement”) that provides,
subject to borrowing availability, for revolvingdas in an aggregate principal amount of up to $ibbj with a
$300 million subfacility for standby letters of dit The Credit Agreement has a scheduled matdatg of
November 29, 2016. We are in compliance with allet@nts and conditions in our Credit AgreementVatch
31, 2015, we had $ 350 million of cash boirms outstanding under the Credit Agreement and
approximately $4 million of standby letters of diteoutstanding. Based on our eligible receivables,
approximately $646 million was available for bawing under the Credit Agreement at March 31, 2015 .

On March 7, 2014, we entered into a letter of ¢riediility agreement (“LC Facility”) that providder
the issuance of standby and documentary lettersediit (including certain letters of credit origilyassued
under our Credit Agreement, which we transferrethéoLC Facility), from time to time, in an aggréga
principal amount of up to $180 million (subjectinarease to up to $200 million). The LC Facilitysha
scheduled maturity date of March 7, 2017. We amompliance with all covenants and conditions in loQ
Facility. At March 31, 2015 , we had approximat®hl4 million of standby letters of credit outstargdunder
the LC Facility.

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

LIQUIDITY

From time to time, we expect to engage in addificapital markets, bank credit and other financing
activities depending on our needs and financirgyaéditives available at that time. We believe ousterg 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 disbursements, including our lbwekdrafts, and required cash disbursements, asiafiterest
and income tax payments. These fluctuations ré@suttaterial intra-quarter net operating and invesgtises of
cash that has caused, and in the future could casge use our Credit Agreement as a source wiity. 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 ourigaphsurance
companies classified as noncurrent investmentsuobalance sheet should be adequate to meet aentgash
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.
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Long-term liquidity for debt service will be depesrd on improved cash provided by operating
activities and, given favorable market conditidiugre borrowings or refinancings. However, ourtcas
requirements could be materially affected by the afscash in acquisitions of businesses and repseshof
securities, and also by a deterioration in ourltesf operations, as well as the various uncetitsrdiscussed in
this and other sections of this report, which caelguire us to pursue any number of financing ostio
including, but not limited to, additional borrowisigdebt refinancings, asset sales or other fingradiernatives.
The level, if any, of these financing sources cat@oassured.

We do not rely on commercial paper or other shemtatfinancing arrangements nor do we enter into
repurchase agreements or other short-term finarairagngements not otherwise reported in our pegiudi-
balance sheets. Also, we do not have any signifiEanopean 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, imgjube
acquisition of outpatient businesses, physicianuiBoent and alignment strategies, expansion ofsewvices
businesses within Conifer, managed care payeractrig, procurement efficiencies, cost standaritinabad
debt expense reduction initiatives, underperforntiagpitals and portfolio optimization, and certagspital and
overhead costs not related to patient care. Althdhgse initiatives may result in improved perfonte, our
performance may remain somewhat below our hospitalagement company peers because of geographic and
other differences in hospital portfolios.

OFF-BALANCE SHEET ARRANGEMENTS

Our consolidated operating results for the threetttmended March 31, 2015 include $20 million df ne
operating revenues and $1 million of operatir@pme generated from two hospitals operated by derun
operating lease arrangements. In accordance withR; e applicable buildings and the future ledslegations
under these arrangements are not recorded on osoladated balance sheet. These operating leases ar
currently scheduled to expire in 2016 and 202%eaetvely. If we are unable to extend the leasgsuochase the
two hospitals, we would no longer generate revemuexpenses from such hospitals.

We have no other off-balance sheet arrangemerntsigmahave a current or future material effect on
our financial condition, revenues or expenses,ltesfioperations, liquidity, capital expenditu@scapital
resources, except for $220 million of standbyeletiof credit outstanding and guarantees at Matcl2015 .

CRITICAL ACCOUNTING ESTIMATES

In preparing our Condensed Consolidated Finant¢ak8ents in conformity with GAAP, we must use
estimates and assumptions that affect the amoeptsted in our Condensed Consolidated Financia®ents
and accompanying notes. We regularly evaluatedheumting policies and estimates we use. In gerwembase
the estimates on historical experience and on gstsoms that we believe to be reasonable, giverp#rgcular
circumstances in which we operate. Actual resulily mary from those estimates.

We consider our critical accounting estimates tthiose 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 cdiwhis or when using different assumptions.

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

The table below presents information about ceréiour market-sensitive financial instruments at
March 31, 2015 . The fair values were determinexktiaon 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 short-term borrowings $— $400 $ — & — & — & — $ 400 S 400

Fixed rate long-term debt $91 $73 $ 85 %1061 $1616 $8679 $11605 $ 12,105
Average effective interest rates 5.2% 4.7% 7.1% 6.6% 5.4% 7.0% 6.6%

Variable rate long-term debt $— $350 $ — $ — $ — $ — $ 330 S 350
Average effective interest rates — 2.39% = = — — 2.39%

At March 31, 2015, we had long-term, market-séresinvestments 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 instrumentstifading purposes and are not a party to any
instruments with leverage or prepayment features.

ITEM 4. CONTROLS AND PROCEDURES

We carried out an evaluation of the effectivendssuo disclosure controls and procedures as defiyed
Rules 13a-15(e) and 15d-15(e) under the Seesifiixchange Act of 1934, as amended, at the etiteof
period covered by this report. The evaluation werfgsgmed under the supervision and with the pardton of
management, including our chief executive officed ahief financial officer. Based upon that evalmatthe
chief executive officer and chief financial officesncluded that, at the end of the period covesethis report,
our disclosure controls and procedures are effedtivensuring that information required to be diseld in our
Securities Exchange Act reports is recorded, psembssummarized and reported in a timely mannettaatd
such information is accumulated and communicateadanagement, including our chief executive offiaed
chief financial officer, to allow timely decisiomsgarding required disclosure.

There were no changes in our internal control déwancial reporting during the quarter ended March
31, 2015 that have materially affected, or areaeably likely to materially affect, our internalrmtool over
financial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

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

ITEM 1A. RISK FACTORS

There have been no material changes to the riskrfadiscussed 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 intites
transactions in the future. We cannot provide aspeances that these transactions will achieve Itlisiness
goals or the cost and service synergies we exjmeparticular, our anticipated joint venture witkrtain affiliates
of United Surgical Partners International, Inc. dascribed in detail below) represents an increasategic
focus on our existing ambulatory and short-stagenyr centers, as well as our related imaging sesvic
businesses, and we cannot provide any assuraratebithstrategy will be successful. Furthermorigh wespect
to acquisitions, we may not be able to identifytahlie candidates, consummate transactions on teahare
favorable to us, or achieve expected returns, gyeeor other benefits in a timely manner or at\iith respect
to proposed divestitures of assets or businessemay encounter difficulties in finding acquirersatternative
exit strategies on terms that are favorable tavbigzh could delay the accomplishment of our striateg
objectives. In addition, our divestiture activitie®y require us to recognize impairment chargegiwmay be
material.

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 witaffiliated third parties, some of which may be-for-
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 resulttddo® adversely
affected or we may be required to increase oull lelvignancial commitment to the joint venture. Mawer,
differences in economic or business interests atsggmong joint venture participants could resulieélayed
decisions, failures to agree on major issues ard Btigation. If these differences cause the jomttures to
deviate from their business or strategic plang, aur joint venture partners take actions contr@rpur policies,
objectives or the best interests of the joint vesmtour results could be adversely affected. Iritad our
relationships with not-for-profit healthcare systeamd the joint venture agreements that goverrethes
relationships are intended to be structured to ¢dpmvjgh current revenue rulings published by theetnal
Revenue Service, as well as case law relevaniribyjentures between for-profit and not-for-prdféalthcare
entities. Material changes in these authoritiedccadversely affect our relationships with not-foofit
healthcare systems and related joint venture aerapgts.

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

In order to complete the Contribution and Purcha3eansactions (as defined below), we and the
USPI LLCs (as defined below) must obtain governmarapprovals and, if such approvals are not granted
are granted with burdensome conditions, the comjgetof such transactions may be jeopardized.

On March 23, 2015, we announced our entry into atitution and Purchase Agreement (the
“Contribution and Purchase Agreement”) with USPb@r Holdings, Inc. (“USPI Holdings”), Ulysses JV
Holding | LLC (“Ulysses Holding I"), Ulysses JV Haihg Il LLC (“Ulysses Holding 11" and, together vhit
Ulysses Holding I, the “USPI LLCs"),
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and BB Blue Holdings, Inc. (“NewCo”). USPI Holdingsthe parent company of United Surgical Partners
International, Inc. (“USPI”). USPI Holdings, thrau@SPI and its other subsidiaries, is engagedarbtsiness
of owning and managing ambulatory surgery censengjical hospitals and related businesses. Pursmidm
terms of the Contribution and Purchase Agreeméiiieaclosing, the USPI LLCs will collectively selhd
contribute 100% of the equity interests of USPIdiags to NewCo in exchange for certain shares ofraon
stock of NewCo (the “USPI Contribution”), and wellvgiell and contribute certain of our equity inteteeand
other assets that comprise a portion of our amiylaurgery center and imaging center businesete@b (the
“Tenet Contribution” and, together with the USPIfxdution, the “Contributions”). We will also purase
certain shares of NewCo (the “Purchase” and, tagetlith the Contributions, the “Contribution andréhase
Transactions”) from the USPI LLCs such that, affieing effect to the Contribution and Purchase Seartions,
we will own 50.1% and the USPI LLCs will, in thegaggate, own 49.9% of the fully diluted equity ie&sts of
NewCo.

Completion of the Contribution and Purchase Tratisas is conditioned upon the receipt of Hart-Scott
Rodino (“HSR") clearance and approval and cert#iiebgovernmental clearances or approvals. Although
and the USPI LLC’s have agreed to use reasonabteefferts to obtain the requisite governmentalrapals,
we cannot assure you that HSR approval and any rehjeired approvals will be obtained or, if obdnwhen.
Under the terms of the Contribution and Purchaseeé&ment, we are not required to undertake anyrgctio
including entering into any consent decree, hofthsate order or other arrangements that woula@ire the
divestiture of any of our assets, the assets ofll®Rlings or the assets of any of our or theipeedive
affiliates, or (ii) limit our or NewCo'’s freedom afction with respect to, or ability to consolidated control,
USPI Holdings and its subsidiaries or any of olneotassets or businesses. If either we or the UBE$
become subject to any term, condition, obligatiorestriction (whether by consent or because thagef the
Contribution and Purchase Agreement require it)mvag not complete the Contribution and Purchase
Transactions.

The put/call arrangements set forth in the Stocklders Agreement (as defined below) may require us
to utilize our cash flow or incur additional indebtiness to satisfy the payment obligations in respésuch
arrangements.

In connection with the Contribution and Purchaseeggent, we, the USPI LLCs and NewCo intend to
enter into a stockholders agreement (the “Stocldrsléd\greement”) pursuant to which we and the USFT4d.
will agree to certain rights and obligations widspect to the governance of NewCo. The Stocki®lde
Agreement for the Contribution and Purchase Tramaawill contain put and call options with respecthe
equity interests in NewCo held by the USPI LLCscliEgear starting in 2016, the USPI LLCs must puigat
least 12.5%, and may put up to 25%, of the NewQoeshheld by them immediately after the closinthef
Contribution and Purchase Agreement. In each yesdrthe USPI LLCs are to deliver a put and do nibttipe
full 25% of NewCo shares allowable, we may call difeerence between the number of NewCo sharet/giel
LLCs put and the maximum number of NewCo sharedJ®BEl LLCs could have put that year. In additidrg t
Stockholders Agreement contains certain otheraglbns pursuant to which we will have the abityacquire
up to 100% of the voting common stock of NewCo Bg@ In the event of a put by the USPI LLCs, wd wil
have the ability to choose whether to settle theelmase price in cash or shares of our common stodkin the
event of a call by us, the USPI LLCs will have #iglity to choose whether to settle the purchagsepn cash or
shares of our common stock.

The put and call arrangements described abovhgetextent settled in cash, may require us to dedia
substantial portion of our cash flow to satisfy payment obligations in respect of such arrangesyevitich
may reduce the amount of funds available for owrations, capital expenditures and acquisition®il8ily, we
may be required to incur additional indebtednessatisfy our payment obligations in respect of such
arrangements, which could have important consea@setocour business and operations, as describesl forltyr
in “Risk Factors” under Item 1A of Part 1 of our dual Report under “— The amount and terms of oarecu
and any future debt could, among other things, e affect our ability to raise additional capi@mfund our
operations and limit our ability to react to chasgrethe economy or our industry.”

NewCo will depend on its existing relationships wkey health system partners. If we are not able to
maintain USPI’s historical relationships with theskealth system partners, or enter into new relataps, we
may be unable to implement our business strategigscessfully.

NewCo'’s business will depend in part upon the é&gfand success of its health system partners &nd th
strength of its relationships with those healtherys. Newco’s business could be adversely affdnyeahy
damage to those health systems’ reputations @s telationships with them. In addition, certairalie system
partners have certain contractual
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rights as a result of the Contribution and PurcHas&sactions, which could result in the healthtesyspartner
exercising a right to force the dissolution of ¢rig joint ventures and related business relatigorsshetween the
health system partner and USPI. Although we hawseived contractual commitments from USPI’s two ¢ty
health system partners to waive their contractigaks implicated by the Contribution and Purchase
Transactions, there can be no assurance that wehtalin waivers or commitments from USPI's otheyk
health system partners.
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ITEM 6. EXHIBITS

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

)

(10)

(31)

(32)

(101 INS
(101 SCH
(101 CAL)
(101 DEF
(101 LAB)

(101 PRE

Plan of Acquisition, Reorganization, Arrangemeritjuidation or Successic

(a) Contribution and Purchase Agreement, dated Mar¢l2@B5, by and among, the Registrant,
USPI Group Holdings, Inc., Ulysses JV Holding | LLdlysses JV Holding Il LLC and
BB Blue Holdings, Inc. (Incorporated by referenaedeikhibit 2.1 to Registrant’s Current
Report on Form-K, dated and filed March 23, 201

Material Contracts

(a) Interim Loan Agreement, dated March 23, 2015, anthedregistrant, certain financial
institutions party thereto from time to time asders, Barclays Bank PLC, as administrative
agent, and sole lead arranger and sole bookruhmm@rporated by reference to Exhibit 10.1
Registrar’s Current Report on Forn-K, dated and filed March 23, 201

(b) Guaranty, dated as of March 23, 2015, among Basdank PLC, as administrative agent,
the guarantors party thereto (Incorporated by esfes to Exhibit 10.2 to Registrant’s
Current Report on Formr-K, dated and filed March 23, 201

Rule 13a- 1 4(a)/15d-14(a) Certifications
(a) Certification of Trevor Fetter, President and CtitekBcutive Officer
(b) Certification of Daniel J. Cancelmi, Chief Finarld@ficer

Section 1350 Certification of Trevor Fetter, Presidand Chief E xecutive Officer, and Daniel J.
Cancelmi, Chief Financial Office

XBRL Instance Document

XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Docutne
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: May 4, 2015 By: /sl R. SCOTT RAMSE\
R. Scott Ramsey
Vice President and Controller

(Principal Accounting Officer)
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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:

(@) Designed such disclosure controls and procedorecaused such disclosure controls and
procedures to be designed under our supervisi@nsare 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 financedarting, 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 Registrantlisclosure controls and procedures and presented
in this report our conclusions about the effecta@nof the disclosure controls and procedures, as o
the end of the period covered by this report basesuch evaluation; and

(d) Disclosed in this report any change in the Biegit ' s internal control over financial repogin
that occurred during the Registrant * s most reéisnal quarter (the Registrant ’ s fourth fiscal
quarter in the case of an annual report) that hetenially affected, or is reasonably likely to
materially affect, the Registrant ’ s internal aohbver financial 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 cbntro
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: May 4, 2015

/sl TREVOR FETTER
Trevor Fetter
President and Chief Executive Offic




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:

(@) Designed such disclosure controls and procedorecaused such disclosure controls and
procedures to be designed under our supervisi@nsare 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 financedarting, 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 Registrantlisclosure controls and procedures and presented
in this report our conclusions about the effecta@nof the disclosure controls and procedures, as o
the end of the period covered by this report basesuch evaluation; and

(d) Disclosed in this report any change in the Biegit ' s internal control over financial repogin
that occurred during the Registrant * s most reéisnal quarter (the Registrant ’ s fourth fiscal
quarter in the case of an annual report) that hetenially affected, or is reasonably likely to
materially affect, the Registrant ’ s internal aohbver financial 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 cbntro
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: May 4, 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 Marth2®15
(the “ Form 10-Q "), to be filed with the Secuesiand Exchange Commission on the date hereof,dathplies
with the requirements of Section 13 (a) or 15 ¢dixthe Securities Exchange Act of 1934, and kid t
information contained in the Form 10-Q fairly prass, in all material respects, the financial ctodiand
results of operations of the Registrant and itslidries.

Date: May 4, 2015 /sl TREVOR FETTEF
Trevor Fetter
President and Chief Executive Offic

Date: May 4, 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 Exgkafct, 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.



