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PART I. FINANCIAL INFORMATION
ITEM1. FINANCIAL STATEMENTS

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

(Unaudited)
September 3C December 31
2010 2009
ASSETS
Current assets:
Cash and cash equivalel $ 39¢ $ 69C
Investments in Reserve Yield Plus Ft 1 2
Investments in marketable securit 1 11
Accounts receivable, less allowance for doubtfaloants ($355 at September 30, 2010
and $369 at December 31, 20! 1,12¢ 1,15¢
Inventories of supplies, at cc 152 152
Income tax receivabl 21 35
Current portion of deferred income ta; 307 10¢
Assets held for sal 20 29
Other current asse 41F 28€
Total current assets 2,444 2,472
Investments and other ass 17¢€ 182
Deferred income taxes, net of current por 63€ 0
Property and equipment, at cost, less accumulaptediation and amortization ($3,073 at
September 30, 2010 and $2,970 at December 31, 4,23¢ 4,31
Goodwill 637 607
Other intangible assets, at cost, less accumuéatesttization ($298 at September 30, 2010 and $
at December 31, 200 403 37¢
Total assets $ 8,53t $ 7,95¢
LIABILITIES AND EQUITY
Current liabilities:
Current portion of lon-term debt $ 2 $ 2
Accounts payabl 601 73¢
Accrued compensation and bene 38t 37C
Professional and general liability reser 91 10€
Accrued interest payab 11C 127
Accrued legal settlement co: 8 76
Other current liabilitie 49¢ 363
Total current liabilities 1,69¢ 1,78¢
Long-term debt, net of current portic 4,05 4,27:
Professional and general liability reser 42¢ 46€
Accrued legal settlement co 22 19
Other lon¢-term liabilities 571 56€
Deferred income taxe 0 14¢
Total liabilities 6,771 7,25¢
Commitments and contingenci
Equity:
Shareholders equity:
Preferred stock, $0.15 par value; authorized 2(BiDshares; 345,000 of 7% mandatory
convertible shares with a liquidation preferenc&b000 per share issued at
September 30, 2010 and December 31, : 334 334
Common stock, $0.05 par value; authorized 1,0500@@shares; 550,710,050 shares
issued at September 30, 2010 and 538,610,856 skauesl at December 31, 2C 27 27
Additional paic-in capital 4,461 4,461
Accumulated other comprehensive i (30 32
Accumulated defici (1,602) (2,665

Less common stock in treasury, at cost; 65,383sb2Bes at September 30, 2010 and
57,475,602 shares at December 31, 2 (1,479 (1,479



Total shareholders equity 1,711 64€

Noncontrolling interests 53 51
Total equity 1,764 697
Total liabilities and equity $ 8,53 $ 7,95:

See accompanying Notes to Condensed Consolidated¢tal Statement
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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 Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Net operating revenues $ 2,262 $ 2,262 $ 6,904 $ 6,75:
Operating expenses
Salaries, wages and bene 977 954 2,93: 2,86¢
Supplies 39C 38¢ 1,18 1,17¢
Provision for doubtful accoun 187 19z 54¢ 51€
Other operating expenses, 50¢ 48€ 1,47(C 1,43(
Depreciation and amortizatic 101 97 293 291
Impairment of lon-lived assets and goodwill, and restructuring cha 3 7 1 13
Litigation and investigation cos 2 3 6 13
Operating income 97 13z 46¢ 447
Interest expens (207) (112 (329 (342)
Gain (loss) from early extinguishment of d (55) (16) (55) 97
Investment earnings (los 3 2 5 @
Net gain on sales of investme 0 0 0 15
Income (loss) from continuing operations, before icome taxes (62 7 96 21€
Income tax benefit (expens 1,00z (3) 97¢ (12)
Income from continuing operations, before discontined operations 94C 4 1,07t 204
Discontinued operations:
Loss from operation 4 2 4 (14)
Impairment of lon-lived assets and goodwill, and restructuring charge 1 1) 1) (16)
Net losses on sales of faciliti 0 0 0 ()
Income tax benefit (expens 3 (2) 0 (4)
Loss from discontinued operations 0 (5) (5 (36)
Net income (loss 94C 1) 1,07C 16¢
Less: Preferred stock dividen 6 0 18 0
Less: Net income attributable to noncontrollingenelsts 2 2 7 8
Net income (loss) attributable to Tenet Healthcar€orporation common
shareholders $ 932 $ 3 $ 1,04 $ 16C
Amounts attributable to Tenet Healthcare Corporation common
shareholders
Income from continuing operations, net of $ 93z $ 2 $ 1,05C $ 197
Loss from discontinued operations, net of 0 (5) (5) (37
Net income (loss) attributable to Tenet Healthcar€orporation
common shareholders $ 932 $ 3 $ 1,04 $ 1eC
Earnings (loss) per share attributable to Tenet Heléhcare Corporation
common shareholders
Basic
Continuing operation $ 1.9 $ 0.0C $ 217 $ 041
Discontinued operatior 0.0C (0.07) (0.07) (0.0¢)
$ 192 $ (0.0 $ 2.1¢ $ 03¢
Diluted
Continuing operation $ 1.6¢ $ 0.0C $ 1.91 $ 0.4cC
Discontinued operatior 0.0C (0.07) (0.07) (0.07)
$ 1.6¢ $ (0.0 $ 1.9C $ 0.3t
Weighted average shares and dilutive securities csteinding (in
thousands):
Basic 485,21( 481,00¢ 483,91 479,94,
Diluted 559,85( 498,08« 560,20( 489,68t

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

Net income
Adjustments to reconcile net income to net cash puided by operating activities:
Depreciation and amortizatic
Provision for doubtful accoun
Net gain on sales of investme
Deferred income tax expense (bene
Stocl-based compensation expel
Impairment of lon-lived assets and goodwill, and restructuring cha
Fair market value adjustments related to inter#st swap and LIBOR cap agreeme
Proceeds from interest rate swap agreer
Litigation and investigation cos
(Gain) loss from early extinguishment of d
Pre-tax loss from discontinued operatic
Other items, ne
Changes in cash from operating assets and liabilds:
Accounts receivabl
Inventories and other current ass
Income taxe:
Accounts payable, accrued expenses and other tliakifities
Other lon¢-term liabilities
Payments against reserves for restructuring chargeand litigation costs
Net cash provided by (used in) operating activitiefrom discontinued operations, excluding income taes
Net cash provided by operating activities
Cash flows from investing activities:
Purchases of property and equipm— continuing operation
Construction of new and replacement hosp
Purchases of property and equipm— discontinued operatior
Purchase of businesses or joint venture intt
Proceeds from sales of facilities and other as— discontinued operatior
Proceeds from sales of marketable securities -term investments and other ass
Proceeds from hospital authority bor
Purchases of marketable securi
Distributions received from investments in Reseviedd Plus Func
Other items, ne
Net cash provided by (used in) investing activitie
Cash flows from financing activities:
Repayments of borrowin¢
Proceeds from borrowing
Deferred debt issuance co
Proceeds from issuance of mandatory convertiblfeped stock
Cash dividends on preferred stc
Distributions paid to noncontrolling intere:
Other items, ne
Net cash used in financing activitie:
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of pe
Cash and cash equivalents at end of period
Supplemental disclosure

Interest paid, net of capitalized inter
Income tax refunds, n

See accompanying Notes to Condensed Consolidated ¢tal Statements.
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Nine Months Ended
September 30,

2010 2009
$1,07C  $ 16€
292 291
54¢ 51€
0 (15)
(984) 17
18 18
1 13
3 @)
0 18
6 13
55 (97)
5 32
23 )
(537) (49¢)
2 (25)
40 13
(14€) (37
(23) (6)
(76) (165)
) 31
297 284
(254) (216)
(13) (47)
(13) 1)
(44) 0
19 221
31 55
0 49
0 (17)
1 11
2 0
(279) 55
(886)  (1,28Y)
601 88t
(15) (47)
0 334
(18) 0
(6) ®)
6 3
(31) (115)
(292) 224
69C 507
$ 3¢ § 731
$(319 $ (340
$ 34 $ 15
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TENET HEALTHCARE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

NOTE 1. BASIS OF PRESENTATION
Description of Busines:

Tenet Healthcare Corporation (together with oursglibries, referred to as “Tenet,” the “Companyy€” or “us”) is an investor-owned
health care services company whose subsidiariegféifidtes principally operate general hospitatsl aelated health care facilities. At
September 30, 2010, our subsidiaries operated A& gkhospitals and a critical access hospitah witombined total of 13,430 licensed b
serving urban and rural communities in 11 states.a&l§o0 own an interest in a health maintenancenargtion (“HMQO”) and operate: various
related health care facilities, including a longvteacute care hospital and a number of medicat®fiuildings (all of which are located on, or
nearby, one of our general hospital campuses);ighpspractices; captive insurance companies; dner@ncillary health care businesses
(including outpatient surgery centers, diagnostiaging centers, and occupational and rural healt clinics).

Basis of Presentatiol

This quarterly report supplements our Annual ReporForm 10-K for the year ended December 31, Z088nual Report”). As
permitted by the Securities and Exchange CommigS®EC”) for interim reporting, we have omitted tan notes and disclosures that
substantially duplicate those in our Annual Repéat: further information, refer to the audited Caligated Financial Statements and notes
included in our Annual Report. Unless otherwisddated, all financial and statistical data includiedhese notes to the Condensed
Consolidated Financial Statements relate to outimoing operations, with dollar amounts expressehillions (except per-share amounts).

Although the Condensed Consolidated Financial Btetegs and related notes within this document asmidited, we believe all
adjustments considered necessary for fair presentaaive been included. In preparing our finansiatements in conformity with accounting
principles generally accepted in the United Stafesmerica (“GAAP”), we must use estimates and agstions that affect the amounts
reported in our Condensed Consolidated Financak8tents and accompanying notes. We regularly aseathe accounting policies and
estimates we use. In general, we base the estimateistorical experience and on assumptions teabelieve to be reasonable given the
particular circumstances in which we operate. Alateisults may vary from those estimates. Finaraal statistical information we report to
other regulatory agencies may be prepared on a b®r than GAAP or using different assumptionseporting periods and, therefore, may
vary from amounts presented herein. Although weeralery effort to ensure that the information wgoréto those agencies is accurate,
complete and consistent with applicable reportinglglines, we cannot be responsible for the acgushthe information they make available
to the public.

Operating results for the three-month and nine-imperiods ended September 30, 2010 are not neitgssdicative of the results that
may be expected for the full year. Reasons forittalide, but are not limited to: overall revenue @ost trends, particularly trends in patient
accounts receivable collectability and associategigions for doubtful accounts; the timing and miaigde of price changes; fluctuations in
contractual allowances and cost report settlenamsvaluation allowances; managed care contracttiaigns, settlements or terminations
and payer consolidations; changes in Medicare aediddid regulations; Medicaid funding levels setly states in which we operate;
fluctuations in interest rates; levels of malpregtinsurance expense and settlement trends; imgiirof long-lived assets and goodwill;
restructuring charges; losses, costs and insuracoeries related to natural disasters; litigatiod investigation costs; acquisitions and
dispositions of facilities and other assets; incdanerates and valuation allowance activity; changeestimates of accruals for annual
incentive compensation; the timing and amountdaxflksoption and restricted stock unit grants to liyges and directors; and changes in
occupancy levels and patient volumes. Factorsatiett patient volumes and, thereby, our resulisparations at our hospitals and related
health care facilities include, but are not limitedthe business environments, economic conditgmmisdemographics of local communities;
the number of uninsured and underinsured indiveliralocal communities treated at our hospitalaseeal cycles of iliness; climate and
weather conditions; physician recruitment, retenfiad attrition; advances in technology and treatmthat reduce length of stay; local he
care competitors; managed care contract negotg@tokterminations; any unfavorable publicity aboesitwhich impacts our relationships with
physicians and patients; changes in health cardaton; and the timing of elective procedures. Sheonsiderations apply to year-to-year
comparisons as well.

Cash Equivalents

We treat highly liquid investments with original taaties of three months or less as cash equival&uash and cash equivalents were
approximately $398 million and $690 million at Sepber 30, 2010 and December 31, 2009, respectiéslpf September 30, 2010 and
December 31, 2009, our book overdrafts were appratdly $167 million and $255 million, respectivelyhich were classified as accounts
payable.
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At September 30, 2010 and December 31, 2009, appately $106 million and $92 million, respectivebf,total cash and cash
equivalents in the accompanying Condensed Consetiddalance Sheets were intended for the operabibosr captive insurance

subsidiaries.

NOTE 2. ACCOUNTS RECEIVABLE AND ALLOWANCE FOR DOUBT FUL ACCOUNTS
The principal components of accounts receivableshosvn in the table below:

Continuing operations
Patient accounts receival
Allowance for doubtful accoun
Estimated future recoveries from accounts assigmedllection agencie
Net cost report settlements payable and valuatiowances

Discontinued operation:
Patient accounts receival
Allowance for doubtful accoun
Estimated future recoveries from accounts assigmedllection agencie
Net cost report settlements receivable and valoatimwance:

Accounts receivable, ne

September 3C
2010

$  1,45¢
(339

33

@7

1,12¢

18
1

2
3
$ 1,12

December 31
2009

$ 1,46¢
(341)
35

(29
1,13¢

44

(28)
3
3

22
$ 1,15¢

As of September 30, 2010, our estimated colleatid@s on managed care accounts andpssifaccounts were approximately 98.3%
29.1%, respectively, which included collectionsnfirpoint-of-service through collections by our cotlen agency subsidiary. The comparable
managed care and self-pay collection rates as oéMber 31, 2009 were approximately 98.0% and 30r&8pectively.

Accounts that are pursued for collection throughregional business offices are maintained on ogpltals’ books and reflected in
patient accounts receivable with an allowance &arxdful accounts established to reduce the caryatge of such receivables to their
estimated net realizable value. We estimate thisvahce based on the aging of our accounts redeilgbhospital, our historical collection
experience by hospital and for each type of payer an 18-month look-back period, and other relefactors. Future changes in these
factors related to self-pay accounts and self-@dgrite after insurance accounts as a result ofiagehin the estimated collection rates could

have a material impact on our future results ofratiens.

Accounts assigned to our collection agency subsidiee written off and excluded from patient acdsueceivable and allowance for
doubtful accounts; however, an estimate of futemmveries from all accounts at our collection agesubsidiary is determined based on
historical experience and recorded on our hospibaisks as a component of accounts receivablegratitompanying Condensed

Consolidated Balance Sheets.

The estimated costs (based on selected operatpensas, which include salaries, wages and berngidipplies and other operating
expenses) of caring for our self-pay patients ierthree months ended September 30, 2010 and 28@%387 million and $99 million,
respectively, and for the nine months ended Sepel®, 2010 and 2009 were $285 million and $27Hanil respectively. We also provide
charity care to patients who are financially unablpay for the health care services they recéfiast patients who qualify for charity care
charged a per-diem amount for services receivdgjesuto a cap. Except for the per-diem amountspelicy is not to pursue collection of
amounts determined to qualify as charity care;gfoee, we do not report these amounts in net oipgratvenues or in provision for doubtful
accounts. Most states include an estimate of teeafacharity care in the determination of a hafsteligibility for Medicaid disproportiona
share hospital payments. The estimated costs (lmastte selected operating expenses described Jabbearing for charity care patients for
the three months ended September 30, 2010 andv2®@3$36 million and $30 million, respectively, dodthe nine months ended
September 30, 2010 and 2009 were $90 million ai®d$8ion, respectively. Our method of measuring #stimated costs uses adjusted self-
pay/charity patient days multiplied by selectedrafing expenses per adjusted patient day. The tadjiself-pay/charity patient days
represents actual self-pay/charity patient dayssteld to include self-pay/charity outpatient sexsiby multiplying actual self-pay/charity
patient days by the sum of gross self-pay/chanipatient revenues and gross self-pay/charity oetpatevenues and dividing the results by

gross self-pay/charity inpatient revenues.
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NOTE 3. DISCONTINUED OPERATIONS

Effective April 1, 2010, we completed the sale eftain of our owned assets at NorthShore Regiorealiéhl Center (“NorthShore”),
located in Slidell, Louisiana, for approximately6dillion of cash proceeds. At that time, we alsartinated our operating lease agreement
for the hospital.

We classified $17 million of our assets of North&has “assets held for sale” in current assetsaratcompanying Condensed
Consolidated Balance Sheets at December 31, 20@3eTassets primarily consisted of property angpetgnt and were recorded at the lo
of the assets’ carrying amount or their fair vdkgs estimated costs to sell. We derive fair vaktenates from definitive sales agreements,
appraisals, established market values of compaeasiets, or internal estimates of future net dastsf Fair value estimates can change by
material amounts in subsequent periods. Many fa@ond assumptions can impact fair value estimatelsiding the future financial results of
hospitals in discontinued operations and how theyoperated by us until they are divested, chaimglesalth care industry trends and
regulations until the hospitals are divested, ahdtiver we ultimately divest the hospital assetsutgers who will continue to operate the
assets as general hospitals or utilize the assetgter purposes. In certain cases, these faievadtimates assume the highest and best use c
the assets in the future, to a market place ppaiti is other than as a hospital. In these ctsegstimates are based on the fair value of the
real property and equipment if utilized other tlasra hospital. Fair value estimates do not incthdecosts of closing hospitals in discontin
operations or other future operating costs, whalld be substantial. Accordingly, the ultimate cash realized from the sale of hospital
assets could be significantly less than fair vastimates. Because we do not intend to sell theusits receivable of hospitals in discontinued
operations, the receivables are included in ousalisated net accounts receivable in the accompgrn@bndensed Consolidated Balance
Sheets.

Net operating revenues and loss before income tapested in discontinued operations are as follows

Three Months Nine Months
Ended Ended
September 30, September 30,
2010 2009 201C 2009
Net operating revenut —
$ $ 25 $22 $17¢
Loss before income tax 3 (©)] (5) (32

We recorded $1 million of net impairment and restiing charges in discontinued operations durirgrtine months ended
September 30, 2010, consisting of a $3 million ewdibwn of land to expected sales proceeds relatagteviously divested hospital, partie
offset by $1 million of impairment credits in dis@mued operations relating to an increase in Htenated fair values of NorthShore’s long-
lived assets, less estimated costs to sell, andilfitin for a reduction in reserves recorded inioes periods.

We recorded $16 million of net impairment and nesturing charges in discontinued operations dutfiregnine months ended
September 30, 2009, consisting of $5 million far Write-down of long-lived assets to their estindefegr values, less estimated costs to sell,
$3 million for the write-down of goodwill related NorthShore, and $8 million in employee severalezse termination and other exit costs.

Should we dispose of additional hospitals or o#ds=sets in the future, we may incur additional assphirment and restructuring
charges in future periods.

NOTE 4. IMPAIRMENT AND RESTRUCTURING CHARGES

During the nine months ended September 30, 2010eeaded $1 million of net impairment and restuuicty charges. We recorded
$3 million for the write-down of buildings, equipmteand other long-lived assets, primarily capiedizoftware costs classified in other
intangible assets, of one of our previously imphinespitals to their estimated fair values prinyagilie to a decline in the fair value of real
estate in the market in which the hospital operatesa decline in the estimated fair value of eangipt. Material adverse trends in our most
recent estimates of future undiscounted cash flofvilse hospital, consistent with our prior estinsadering 2009 and 2008 when impairment
charges were recorded at this hospital, indicdteccarrying value of the hospital’s long-lived dsseas not recoverable from the estimated
future cash flows. We believe the most signifidators contributing to the continuing adverse ficial trends include reductions in volumes
of insured patients, shifts in payer mix from comered to governmental payers combined with reduin reimbursement rates from
governmental payers, and high levels of uninsuadgbpts. As a result, we updated the estimateeofdin value of the hospital’s long-lived
assets and compared the fair value estimate toattnging value of the hospital’s long-lived ass&scause the fair value estimate was lower
than the carrying value of the hospital’s long-thessets, an impairment charge

6
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was recorded for the difference in the amountsebBithe anticipated future financial trends of tiuispital improve to the extent that the
estimated future undiscounted cash flows exceedalrging value of the long-lived assets, this litasjis at risk of future impairments,
particularly if we spend significant amounts of italpat the hospital without generating a corresjpog increase in the hospital’s fair value or
if the fair value of the hospital’s real estateequipment continues to decline. This charge watigfigroffset by a $2 million credit related to
the collection of a note receivable due from a bwfene of our previously divested hospitals, vihiiad been fully reserved in a prior year.

During the nine months ended September 30, 2009e@arded net impairment and restructuring chao§&4.3 million, consisting of a
$6 million net impairment charge for the write-doafbuildings, equipment and other long-lived assptimarily capitalized software costs
classified in other intangible assets, of one afreviously impaired hospitals as described atliovbeir estimated fair values, primarily due
to a decline in the fair value of real estate ia tharket in which the hospital operates, $4 millkbemployee severance and other related
costs, and a $3 million impairment charge for thi¢eadown of a note receivable due from a buyeorté of our previously divested hospitals
as a result of the buyer filing for bankruptcy.

Our impairment tests presume stable, improvingnospme cases, declining results in our hospiteltéch are based on programs and
initiatives being implemented that are designeddoieve the hospital’s most recent projectionthdte projections are not met, or if in the
future negative trends occur that impact our futurdook, further impairments of longred assets and goodwill may occur, and we mawri
additional restructuring charges.

Our continuing operations are structured as follows

» Our California region includes all of our hospitaisCalifornia and Nebrask.

*  Our Central region includes all of our hospitaldissouri, Tennessee and Tex

»  Our Florida region includes all of our hospitaldHliorida;

e Our Southern States region includes all of our hakspin Alabama, Georgia, North Carolina and Sdti#tnolina; anc

e Our two hospitals in Philadelphia, Pennsylvaniapze of a separate mark
These regions and our Philadelphia market are tiegaunits used to perform our goodwill impairmemialysis and are one level below our

operating segment level. Future restructuring afregions or markets that changes our goodwill mépg units could also result in future
impairments of our goodwill.

The tables below are reconciliations of beginnind anding liability balances in connection withtrasturing charges recorded during
the nine months ended September 30, 2010 and 20@thtinuing and discontinued operations:

Balances a
Beginning Restructuring Balances
of Cash at End
Period Charges, Net Payments Other of Period
Nine Months Ended September 30, 2010
Continuing operations
Lease and other costs, and employee severanceerelat
costs in connection with hospital cost-control pergs
and general overhe-reduction plan: $ 6 $ — $ 3 $— $ 3
Discontinued operation:
Employee severance-related costs, and other estimat
costs associated with the sale or closure of halspain
other facilities 8 (D) (D) = 6
$ 14 $ 1) $ 4 $— $ 9

Nine Months Ended September 30, 2009
Continuing operations
Lease and other costs, and employee severanceerelal
costs in connection with hospital cost-control pergs
and general overhe-reduction plan: $ 12 $ 5 $ (8 $ (D $ 8
Discontinued operation
Employee severance-related costs, and other estimat
costs associated with the sale or closure of halspain
other facilities 15 8 (13) 10

$ 27 $ 13 $ 20 $(@ $ 18

The above liability balances at September 30, 20&0ncluded in other current liabilities and othlmrg-term liabilities in the accompanying
Condensed Consolidated Balance Sheets. Cash paytodre applied against these accruals at Septe3ob2010 are expected to be
approximately $1 million in 2010 and $8 million thafter.
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NOTE 5. LONG-TERM DEBT AND LEASE OBLIGATIONS
The table below shows our long-term debt as of&apéer 30, 2010 and December 31, 2009:

September 3C December 31
2010 2009
Senior notes
6 3/ 8%, due 201: $ 65 $ 65
6 1/ 2%, due 201: 57 57
7 3/ 8%, due 201: 21€ 1,00(
9 7/ 8%, due 201 60 10C
9 1/ 4%, due 201! 474 48¢
8%, due 202! 60C —
6 7/ 8%, due 203: 43C 43C
Senior secured note
9%, due 201! 714 714
10%, due 201! 714 714
8 7/ 8%, due 201¢ 92t 92t
Capital leases and mortgage nc 7 7
Unamortized note discour (209) (229
Total long-term debt 4,05¢ 4,27¢
Less current portio 2 2
Long-term debt, net of current portion $ 4,05] $ 4,27

Credit Agreement

At September 30, 2010, we had a five-year, $800anikenior secured revolving credit facility, whiavas scheduled to mature on
November 16, 2011. There were no cash borrowintstanding under the revolving credit facility atppSsmber 30, 2010, and we h
approximately $185 million of letters of credit st&nding. Based on our eligible receivables, agprately $460 million was available for
borrowing under the revolving credit facility atf@ember 30, 2010.

On October 19, 2010, we entered into an amendedestated credit agreement that, among other thexgended the term of our
existing senior secured revolving credit facilitiinended Credit Agreement”). The Amended Credit@gment is scheduled to expire on
October 19, 2015; however, this date could be acatdd to as early as the fourth quarter of 208809 of our notes due in 2015 are not
repaid, defeased or refinanced 60 business daystpriheir maturity. The Amended Credit Agreemgavides, subject to borrowing
availability, for revolving loans in an aggregatépipal amount of up to $800 million, with a $360llion subfacility for letters of credit. Th
Amended Credit Agreement continues to be collatardlby patient accounts receivable of all of otwoilly owned acute care and specialty
hospitals. In addition, borrowings under the agreeiare guaranteed by our wholly owned hospitasisiidries. Outstanding revolving loans
accrue interest during a six-month initial periadhee rate of either (i) a base rate plus a maw§;00% or (ii) the London Interbank Offered
Rate (“LIBOR”) plus a margin of 3.00% per annum. Thereafter, antshg revolving loans accrue interest at a baweplas a margin rangit
from 1.75% to 2.25% or LIBOR plus a margin rangiram 2.75% to 3.25% per annum based on availalglgittrAn unused commitment fee
will be payable on the undrawn portion of the reuad loans at a six-month initial rate of 0.50% penum. Thereafter, the unused
commitment fee will range from 0.375% to 0.625% @enum based on available credit. Our borrowingdlaiity is based on a specified
percentage of eligible accounts receivable.
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Senior Notes

In August 2010, we sold $600 million aggregate gipal amount of 8% senior notes due 2020. The neiémature on August 1, 202
We will pay interest on the 8% senior notes senmisatly in arrears on February 1 and August 1 ohgaar, commencing February 1, 2011.
The notes are general unsecured senior debt dbligathat rank equally in right of payment with afllour other unsecured senior
indebtedness, but are effectively subordinatedutcsenior secured notes, the obligations of ousislidries and any obligations under our
Amended Credit Agreement to the extent of the talfd. For the benefit of the holders of the 8%i@enotes, we have agreed to file on or
prior to December 2, 2010 an exchange offer regisin statement with the SEC pursuant to which wleoffer to exchange the outstanding
8% senior notes for registered notes having sutialigrthe same terms as the outstanding noteseIfail to complete the exchange offer by
August 2011, we will be required to pay a specitdriest payment (0.25% per annum to 1.0%) untiettehange offer is completed.

Also in August 2010, we repurchased approximat@g2million aggregate principal amount of out 78% senior notes due 2013 and
$6 million aggregate principal amount of ouf 9% senior notes due 2014 for approximately $835ioni/lrepresenting approximately
$831 million in principal payments and approximgat®f million in accrued and unpaid interest throtigdh dates of purchase. We repurchz
the senior notes with the net proceeds of appraein&585 million from our sale of new 8% seniote®due 2020 as described above and
cash on hand. In connection with these purchasesegorded a loss from early extinguishment of délpproximately $52 million related
the difference between the purchase prices anpahealues of the purchased notes, as well as tive-off of unamortized note discounts,
issuance costs and unrecognized interest rate lsedidements associated with the notes.

In July 2010, we repurchased $34 million aggregaitecipal amount of our 9 g% senior notes due 2014 and approximately $7 mi
aggregate principal amount of out 94 % senior notes due 2015 for total cash of approvem&43 million, representing approximately
$43 million in principal payments and less thamdillion in accrued and unpaid interest throughdhtes of purchase. In connection with
these purchases, we recorded a loss from earlygenshment of debt of approximately $3 million tethto the difference between the
purchase prices and the par values of the purchasted, as well as the write-off of unamortizedendiscounts and issuance costs.

In June 2010, we repurchased $2 million aggregateipal amount of our 2 g% senior notes due 2013 and $2 million aggregate
principal amount of our 9 4% senior notes due 2015 for total cash of approtely&4 million. In March 2010, we repurchased $i6iam
aggregate principal amount of ourt94 % senior notes due 2015 for cash of approximatélgniion.

LIBOR Cap Agreemen

The fair value of our LIBOR cap agreement inclugethvestments and other assets in the accompat@anglensed Consolidated
Balance Sheets was less than $1 million at Septe8the010. During the nine months ended Septel®e2010, approximately $3 million
in losses from mark-to-market adjustments of tHeQR cap agreement were included as interest expenlse accompanying Condensed
Consolidated Statements of Operations. See Noferl#ie disclosure of the fair value of the LIBORpcagreement.

NOTE 6. GUARANTEES

Consistent with our policy on physician relocateord recruitment, we provide income guarantee ageatsio certain physicians who
agree to relocate to our communities to fill a camity need in a hospital’s service area and contwrmiémain in practice there for a specified
period of time. Under such agreements, we are redjid make payments to the physicians in excetit'eadimounts they earn in their
practices up to the amount of the income guaraiieeincome guarantee periods are typically 12 hmrif a physician does not fulfill his or
her commitment period to the community, which gitally three years subsequent to the guarantéedyeve seek recovery of the income
guarantee payments from the physician on a protzsi$. We also provide revenue collection guaesnte hospital-based physician groups
providing certain services at our hospitals wittmte generally ranging from one to three years.

At September 30, 2010, the maximum potential amobifitture payments under our income and revenileatinn guarantees was
$90 million. We had a liability of $77 million reoded for the fair value of these guarantees indudether current liabilities at
September 30, 2010.

At September 30, 2010, we also guaranteed mininamnrevenue to certain landlords who built medaffite buildings on or near our
hospital campuses. The maximum potential amoufitafe payments under these guarantees was $1I0mMVe had a liability of
$5 million recorded for the fair value of these amees, of which $1 million was included in otharrent liabilities and $4 million was
included in other long-term liabilities, at Septean30, 2010.
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NOTE 7. EMPLOYEE BENEFIT PLANS

At September 30, 2010, there were approximatelgn®ton shares of common stock available under208 Stock Incentive Plan for
future stock option grants and other incentive awaincluding restricted stock units. Options hameexercise price equal to the fair market
value of the shares on the date of grant and ginesgire 10 years from the date of grant. A nesdd stock unit is a contractual right to
receive one share of our common stock or the etprivaalue in cash in the future. Options and retstd stock units typically vest one-third
on each of the first three anniversary dates ofjthat; however, from time to time, we grant parfance-based options and restricted stock
units that vest subject to the achievement of $igelgperformance goals within a specified timeframe

Our income from continuing operations for both tiiree months ended September 30, 2010 and 2009ex 18 million of pre-tax
compensation costs related to our stock-based amsagien arrangements ($11 million after-tax).

Stock Options
The following table summarizes stock option acyivdtiring the nine months ended September 30, 2010:
Weighted
Average
Exerci A t .
Seege PO weghes
Average
Intrinsic Remaining
Options Share Value Life
(In
Millions)
Outstanding as of December 31, 2( 48,317,25 $ 10.5¢
Granted 964,00¢ 5.0
Exercisec (1,823,67)) 1.21

Forfeited/Expirec
Outstanding as of September 30, 201

Vested and expected to vest at September 30, 2(
Exercisable as of September 30, 2010

(1,801,10) 15.1¢
45,656,47 $ 10.6¢€ $ 69 5.6 year:

44,851,61 $10.8¢ $ 66 5.6 year:
29,578,48 $ 15.5¢ $ 19 4.1 year:

There were 1,823,678 stock options exercised duhiegine months ended September 30, 2010 witt8amiion aggregate intrinsic
value, and no stock options exercised during theegaeriod in 2009.

In the nine months ended September 30, 2010, waeagtan aggregate of 964,008 stock options unde2@B Stock Incentive Plan to
certain of our senior officers. Half of these stogitions are subject to time-vesting and the redwiare subject to performance-based
vesting. If all conditions are met, the performabeased stock options will vest and be settled hataber a three-year period from the date of
the grant.

As of September 30, 2010, there were $9 milliototdl unrecognized compensation costs relatecbttkiptions. These costs are
expected to be recognized over a weighted averagedpof 1.5 years.

The weighted average estimated fair value of stgtlons we granted in the nine months ended Semte80) 2010 was $2.89 per share
for our top 11 employees. We did not grant stodkomg to any other employees in the nine monthed@kptember 30, 2010. The weighted
average estimated fair values of stock options raetgd in the nine months ended September 30, ®868%0.67 per share. These fair values
were calculated based on each grant date, usingenlal lattice model with the following assumptgon

Nine Months Endec

September 30, Nine Months Ended
2010 September 30, 2009
Top Eleven Top Eleven All Other
Employees Employees Employees
Expected volatility 53% 57%61% 57%-61%
Expected dividend yiel 0% 0% 0%
Expected life 7 years 7 years 5 years
Expected forfeiture rat 3.29% 4% 20%
Risk-free interest rat 2% 3.02%-3.43% 2.34%-2.81%
Early exercise thresho 75% gain 75% gain 50% gain

Early exercise rat

10

20% per yea

20% per yee

45% per yee
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The expected volatility used in the binomial latimodel incorporated historical and implied shaieepvolatility and was based on an
analysis of historical prices of our stock and opgarket exchanged options. The expected volatiifkects the historical volatility for a
duration consistent with the contractual life of thptions, and the volatility implied by the tragliof options to purchase our stock on open-
market exchanges. The historical share-price \lityagixcludes the movements in our stock price miyithe period October 1, 2002 through
December 31, 2002 due to unique events occurringglthat time, which caused extreme volatilityour stock price. The expected life of
options granted is derived from the output of thial lattice model and represents the periotinoé that the options are expected to be
outstanding. This model incorporates an early ége@ssumption in the event of a significant insecian stock price. The risk-free interest
rates are based on zero-coupon United States Tyegslds in effect at the date of grant consisteith the expected exercise timeframes.

The following table summarizes information about outstanding stock options at September 30, 2010:

Options Outstanding Options Exercisable

Weighted
Average Weighted Weighted

Remaining
Contractual Average Average
Number of Exercise Number of Exercise

Range of Exercise Prices Options Life Price Options Price

$0.00 to $1.14¢ 19,020,32 84year $ 1.14 5,232,011 $ 1.14
$1.15 to $10.63 11,273,38 6.3 year 7.2E 8,983,70! 7.8¢
$10.64 to $13.95 2,891,80: 3.4 year 12.11 2,891,80: 12.11
$13.96 to $17.58 3,611,66: 2.3 year 17.0¢ 3,611,66: 17.0¢
$17.59 to $28.75 2,605,091 0.6 year 27.3: 2,605,091 27.3:
$28.76 and ove 6,254,20! 0.9 year 34.41 6,254,20! 34.41

45,656,47 5.6 year: $ 10.6¢€ 29,578,48 $15.5¢

Restricted Stock Unit
The following table summarizes restricted stock antivity during the nine months ended Septemibe2810:

Weighted
Average

Grant
Date Fair

Restricted

Stock Value

Units Per Unit
Unvested as of December 31, 2( 4,806,44. $ 5.87
Granted 5,139,29! 5.0¢
Vested (2,487,18) 5.7%
Forfeited (1,027,51) 6.3¢€
Unvested as of September 30, 20: 6,431,04! $ 5.1%

In the nine months ended September 30, 2010, weeagta,081,030 restricted stock units subjectn@#esting. In addition, we grant
832,030 performance-based restricted stock unitettimin of our senior officers. If all conditioase met, the performance-based restricted
stock units will vest and be settled ratably ovéinreeyear period from the date of the grant. In the mirenths ended September 30, 201C
also granted 226,239 restricted stock units todinectors, which vested immediately on the grané @ad may be settled in cash, shares of
our common stock or a combination of cash and sfblk fair value of the restricted stock units ¢earto directors will be adjusted based on
our share price at the end of each calendar quameual grants of restricted stock units to ouediors settle on the earlier of the third
anniversary of the date of the grant or terminatibhoard service, unless settlement has beenrddfby the director. Initial grants of
restricted stock units to newly appointed directmes settled only upon termination of board service

As of September 30, 2010, there were $21 milliototd] unrecognized compensation costs relateddwicted stock units. These costs
are expected to be recognized over a weighted gegrariod of 2.6 years.

NOTE 8. EQUITY

We accrued dividends on our 7% mandatory converpbéferred stock for the period September 25, 20@8ugh December 31, 2009
of approximately $6 million, or $18.67 per shaned @aid the dividends in January 2010. We accrppdoximately $6 million, or $17.50 per
share, for dividends on the mandatory convertildégured stock in the three months ended Marct2810, June 30, 2010 and September 30,
2010, and paid the dividends in April 2010, Juhl@Qand October 2010, respectively.

11
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The following table shows the changes in consatidatquity during the nine months ended Septemhe2@®® and 2009 (dollars
in millions, share amounts in thousands):

Balances al
December 31, 2009
Net income
Distributions paid to
noncontrolling interesi
Contributions from
noncontrolling interest
Other comprehensive
income
Preferred stock dividenc
Stockbased compensati
expense and issuance
of common stocl
Balances al
September 30, 2010

Balances af
December 31, 2008
Net income
Distributions paid to
noncontrolling interest
Other comprehensive
income
Issuance of mandatory
convertible preferred
stock
Preferred stock dividenc
Stockbased compensati
expense and issuance
of common stocl
Balances at
September 30, 2009

Tenet Healthcare Corporation Shareholders’ Equity

Preferred Stock

Common Stock

Accumulated

Additional Other )
Issued Comprehensive  Accumulated Treasury Noncontrolling
Shares Issued Shares Par Paid-in Total
Outstanding Amount Outstanding Amount Capital Loss Deficit Stock Interests Equity
345,000 $ 334 481,13' $ 27 $ 4,461 $ (32 $ (2,665 $(1,479 $ 51 $ 697
— — — — — — 1,06: — 7 1,07C
- — - — — - — ©®  ©
— — — — — — — — 1 1
— — — — — 2 — — — 2
- — - — (18) — — — — (18)
— — 4,192 — 18 — — — — 18
345000 $ 334 48532 $ 27 $ 4461 $ (300 $ (1,602 $(1,479 $ 53 $1,76¢
— $—  4TTAT: $ 26 $ 444 $ (37) $ (2,852 $(1,479 $ 44 $ 147
— — — — — — 16C — 8 16€
- — - — — - — 6  ©
— — — — — 10 — — — 10
345,00( 334 — — — — — — — 334
— — 3,927 — 19 — — — — 19
345000 $ 334 481,10( $ 26 $ 4,46/ $ 27 $ (2,697 $(1,479 $ 47 $ 67¢

12
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NOTE 9. OTHER COMPREHENSIVE INCOME

The table below shows each component of other celngmsive income for the three and nine months eS8dptember 30, 2010 and
2009:

Three Months

Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Net income (loss $94C $(1) $1,07C $16¢€
Other comprehensive incor
Unrealized gains on securities available for : — 1 1 3
Reclassification adjustments for realized lossekiged in net income —
1 1 7
Other comprehensive income before income tax: 1 1 2 10
Income tax benefit related to items of other corhpresive incom: — _ 3 — —
Total other comprehensive income, net of ta 1 _ 4 2 _ 10
Comprehensive income 941 3 1,07z 17¢
Less: Preferred stock dividends —
6 18 —
Less: Comprehensive income attributable to nonconuiling interests 2 _ 2 7 8
Comprehensive income attributable to Tenet Healthaz Corporation common shareholders $ 93z $1 $1,047% $17C

NOTE 10. PROPERTY AND PROFESSIONAL AND GENERAL LIAB ILITY INSURANCE
Property Insurance

We have property, business interruption and relatsgrance coverage to mitigate the financial inhpdcatastrophic events or perils
that is subject to deductible provisions basedhentérms of the policies. These policies are oacmurrence basis. For the policy periods
April 1, 2010 through March 31, 2011 and April D0® through March 31, 2010, we have coverage tg&b600 million per occurrence, af
deductibles and exclusions, with annual aggregaidimits of $100 million each for floods and eaytiakes and a per-occurrence sub-limit of
$100 million for windstorms with no annual aggregal/ith respect to fires and other perils, exclgdinods, earthquakes and windstorms,
the total $600 million limit of coverage per ocance applies. Deductibles are 5% of insured valpa® a maximum of $25 million for
floods, California earthquakes and wind-relatedheta and 2% of insured values for New Madrid faatthquakes, with a maximum per
claim deductible of $25 million. Other covered lessincluding fires and other perils, have a minimideductible of $1 million.

Professional and General Liability Insuranc

At September 30, 2010 and December 31, 2009, tipegate current and long-term professional andrgéhability reserves on our
Condensed Consolidated Balance Sheets were ap@a@yn$516 million and $572 million, respectivelhese reserves include the reserves
recorded by our captive insurance subsidiariesoamdelf-insured retention reserves recorded basexttuarial estimates for the portion of
our professional and general liability risks, irdihg incurred but not reported claims, for which @eenot have insurance coverage. We
estimated the reserves for losses and related sepersing expected loss-reporting patterns disedunttheir present value under a risk-free
rate approach using a Federal Reserve seven-yéaritmsate of 1.91% and 2.69% at September 300201d December 31, 2009,
respectively.

For the policy period June 1, 2010 through May211,1, our hospitals generally have a self-insuraatantion of $5 million per
occurrence for all claims incurred. Our captiveurance company, The Healthcare Insurance CorparéffdtH1INC”), retains $10 million per
occurrence coverage above our hospitals’ $5 milielfrinsurance retention level. The next $10 willof claims in excess of these aggregate
self-insurance retentions of $15 million per ocenne are 55% reinsured by THINC with independensteance companies, with THINC
retaining 45% or a maximum of $4.5 million. Claimsexcess of $25 million are covered by our exgeegessional and general liability
insurance policies with major independent insurasmapanies, on a claims-made basis, subject tggegate limit of $175 million.

For the policy period June 1, 2009 through May211,0 our hospitals generally have a self-insuraatention of $5 million per
occurrence for all claims incurred. THINC retaid®©3$nillion per occurrence coverage above our halgi$5 million self-insurance retention
level. The next $10 million of claims in excesdidse aggregate self-insurance retentions of $llmper occurrence are 65% reinsured by
THINC with independent reinsurance companies, WHHNC retaining 35% or

13
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a maximum of $3.5 million. Claims in excess of $28lion are covered by our excess professionalgertkral liability insurance policies
with major independent insurance companies, omienstmade basis, subject to an aggregate limiL@b3$nillion, with Tenet retaining 20%
of the initial $50 million layer in excess of $25llion per claim or a maximum of $10 million.

If the aggregate limit of any of our excess profasal and general liability policies is exhaustedwhole or in part, it could deplete or
reduce the excess limits available to pay any atiegerial claims applicable to that policy period.

Included in other operating expenses, net, in dtempanying Condensed Consolidated Statements efa@pns is malpractice expet
of $28 million and $27 million for the three montlisded September 30, 2010 and 2009, respectively$@4 million and $75 million for the
nine months ended September 30, 2010 and 200 atdsgy.

NOTE 11. CLAIMS AND LAWSUITS

Because we provide health care services in a higigylated industry, we have been and expect tbreanto be subject to various
lawsuits, claims and regulatory proceedings frametio time. The ultimate resolution of these mafterdividually or in the aggregate,
whether as a result of litigation or settlementjlddhave a material adverse effect on our busittesth in the near and long term), financial
condition, results of operations or cash flows. & currently a party to a number of legal and letguy proceedings, including those
reported below. Where specific amounts are sougany of the following matters, those amounts aeldsed. For all other matters
discussed below, where a loss is reasonably pessildl estimable, an estimate of the loss or a rahigss is provided. In cases where we
have not provided an estimate, a loss is not reddpipossible or an amount of loss is not reasgnedtimable at this time.

1. Governmental Reviews—Certain of our hospitatsgarties to the following regulatory reviews. @ualysis of the likelihood and
amount of liability in several of these matterstil ongoing, and we are unable to predict thartigrand outcome of these reviews at
time. However, based on the status of these madttetate, we have recorded reserves of approxign@ million as of
September 30, 201

. Self-Disclosure — Inpatient Rehabilitation Fac#isi ReviewPursuant to the five-year corporate integrity agrest (“CIA”)
we entered into with the Office of Inspector Gehét@lG”) of the U.S. Department of Health and Hum@&ervices in
September 2006, we notified the OIG in October 20@T we had completed a preliminary review of a&#ioins to our
inpatient rehabilitation unit at South Fulton Meadi€enter in East Point, Georgia that suggestdatidureview was
necessary to determine whether South Fulton havext Medicare overpayments reportable under oAr @l January
2008, we submitted this matter into the OIG’s vadum self-disclosure protocol. The OIG subsequeatigepted our
submission. In February 2009, we received a I&tten the U.S. Department of Justice (“DOJ"), whistparticipating in
this matter with the OIG, requesting additionabimiation regarding the basis for our sdifclosure, as well as informati
related to admissions at our other active and thdesipatient rehabilitation hospitals and unitstfee period 2000 to the
date of the letter. The government has since loiite scope of its review to the period May 15,2800ough
December 31, 2007. In addition, the governmentdaskexamine a limited sample of patient filesvat tnpatient
rehabilitation facilities besides South Fulton MzdiCenter before it determines if its review skloektend to our other
inpatient rehabilitation units. That examinationsweammpleted and presented to the government intM20t0. We are
continuing to work with the DOJ and the OIG regagdiheir review

. Kyphoplasty RevievThe DOJ, through the U.S. Attorney’s Office in iMestern District of New York, and the OIG have
contacted a number of hospitals, including sevafralur hospitals, requesting information regardimgjr billing practices
for kyphoplasty procedures. Kyphoplasty is a suwlgicocedure used to treat pain and related camditassociated with
certain vertebrae injuries. The DOJ and the OlGestpd the information in connection with theiriesw of
the appropriateness of Medicare patients receikyinoplasty procedures on an inpatient as oppasad butpatient basis.
We have provided, or are in the process of progidihe requested information on a voluntary bz

. Florida Medical Center Partial Hospitalization Progm. In February 2009, the fiscal intermediary for olorlda Medical
Center began a probe review of the group billirecpices of that facility’s partial hospitalizatipnogram, a psychiatric
treatment program that had the capacity to tregtalients on an outpatient basis. We also exantheedecords reviewed
by the fiscal intermediary and independently deteed that patients had multiple outpatient admissiwith lengths of ste
longer than expected for this program. As a resfultur review of this matter, we closed the progiamd, pursuant to our
CIA, notified the OIG about our findings in June020

14



Table of Contents

. Review of ICD Implantation Procedurdn March 2010, the DOJ issued a civil investigatieenand (“CID”) pursuant to
the federal False Claims Act to one of our hospitéhe CID requested information regarding Medicdaéms submitted k
our hospital in connection with the implantationimfplantable cardioverter defibrillators (“ICDsduring the period 2002
the present. We believe the government is seekisgdriformation in order to determine if ICD imptation procedures
were performed in accordance with Medicare coveragairements. In September 2010, the DOJ notifeethat it also
intends to review records and documents from a murabour other hospitals in addition to the haalitat originally
received the CID. We understand that the DOJ hamited similar requests to other hospital compaagwell. We are
cooperating fully with the government; to date, B1@J has not asserted any claim against our hdsy

2. Pending Wage and Hour Actions—We are defendanigo coordinated lawsuits in Los Angeles Supe@ourt alleging that our
hospitals violated certain provisions of Califoresikabor laws and applicable wage and hour reguiati The cases argicDonough, et
al. v. Tenet Healthcare Corporati@andTien, et al. v. Tenet Healthcare Corporatiofhe plaintiffs in both cases have sought back pay
statutory penalties, interest and attorneys’ fébs. plaintiffs’ requests for class certificationneeiltimately denied in November 2008;
however, the plaintiffs are currently appealing théing. We are also subject from time to time¢gulatory proceedings and private
litigation concerning the application of variousléeal and state labor laws, rules and regulationgiging a variety of workplace wage
and hour issue:

3. Class Action Lawsuits Resulting from Hurricanatiiha—We are presently defending three lawsuisl fin late 2005 by and on behalf
of patients, their family members and others whoewsesent and allegedly injured at two of our feriNew Orleans area hospitals —
Memorial Medical Center and Lindy Boggs Medical @enr- during Hurricane Katrina and its aftermathe laintiffs allege that the
hospitals were negligent in failing to properly paee for the storm, failing to evacuate patientsaahof the storm, and failing to have a
properly configured emergency generator systemngnother allegations of general negligence. Thimpifs are seeking damages in
various and unspecified amounts for the allegedhgfid death of some patients, aggravation of piistig illnesses or injuries to
patients who survived and were successfully evadyand the inability of patients and others toceade the hospitals for several days
under challenging conditions. Class certificati@as bbeen granted in two of the suits. The classidied all persons at Memorial Medical
Center between August 29 and September 2, 200kdixg employees, who sustained injuries or disdyall as family members who
themselves sustained injury as a result of suchiég or deaths to any person at Memorial, exclydimployees, during that time. The
Civil District Court for the Parish of Orleans wibiminister the class proceedings; a trial of teether plaintiff’ claims (which is a set
of plaintiffs’ claims deemed representative of claims by all alassbers) is scheduled for March 2011. The clad8ication hearing i
the remaining case, which was also filed in thel@hstrict Court for the Parish of Orleans, hagbgostponed and not rescheduled at
the request of the plaintiffs’ attorneys. We arahle to predict the ultimate resolution of theseslaits, but we intend to continue to
vigorously defend the hospitals in these mati

4.  Ordinary Course Matters—In addition to the nrattdescribed above, our hospitals are subjectvsiigations, claims and lawsuits in
the ordinary course of our business. Most of teatters involve allegations of medical malpracticether injuries suffered at our
hospitals. Our hospitals are also routinely suliiesales and use tax audits and personal profzeryudits by the state and local
government jurisdictions in which they do busin@dse results of the audits are frequently dispused, such disputes are ordinarily
resolved by administrative appeals or litigati

New claims or inquiries may be initiated againstrosn time to time. These matters could (1) requido pay substantial damages or
amounts in judgments or settlements, which indiaijuor in the aggregate could exceed amounts)if that may be recovered under our
insurance policies where coverage applies andasadle, (2) cause us to incur substantial exper{8gsequire significant time and attention
from our management, and (4) cause us to closelldiaspitals or otherwise modify the way we cortdugsiness.

We record reserves for claims and lawsuits whey #ne probable and can be reasonably estimatedn&ters where the likelihood or
extent of a loss is not probable or cannot be restsly estimated, we have not recognized the petidiebilities that may result in the
accompanying Condensed Consolidated FinancialrSeattes.
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The table below presents reconciliations of tharmégg and ending liability balances in connectwith legal settlements and related
costs recorded during the nine months ended Septedih 2010 and 2009:

Balances Litigation
at and Balances a
Beginning Investigation
Cash End of
of Period Costs Payments Other Period

Nine Months Ended September 30, 2010

Continuing operation $ 95 $ 6 $ (72 $ 1 $ 30

Discontinued operatior — — — e —
$ 95 $ 6 $ (72 $ 1 $ 30

Nine Months Ended September 30, 2009

Continuing operation $ 24C $ 13 $ (159 $— $ 96

Discontinued operatior — — — = —
$ 24C $ 13 $ (159 $— $ 96

For the nine months ended September 30, 2010 0@ 2@ recorded net costs of $6 million and $13iomj respectively, in connection with
significant legal proceedings and investigatiom3ther” activity includes the transfer of a previlyugcorded reserve to the litigation reserve.

NOTE 12. INCOME TAXES

The provision for income taxes in the nine monthdesl September 30, 2010 includes an income taxXiben&1.034 billion in
continuing operations related to a decrease invdhgation allowance for our deferred tax assetsahdr tax adjustments. The net decrease in
the valuation allowance during the nine months driéieptember 30, 2010 is primarily attributableht® ¢stimated realization of deferred tax
assets resulting from the utilization of net opegatoss carryforwards against current year andréuyears’ taxable income. During the three
months ended September 30, 2010, after considaliiagailable evidence, both positive (includingradative profits, carryforward periods
for utilization of federal net operating loss cavegrs and other factors) and negative (includinguative losses in past years and other
factors), we concluded that the valuation allowasgainst our deferred tax assets should be reducagdproximately $987 million. The
remaining $87 million balance in the valuation alémce as of September 30, 2010 is primarily attaible to certain state net operating loss
carryovers and federal tax credits that, more yikiean not, will expire unutilized. Based on themmvement of our operating results in 2009
and 2010 and our assessment of projected futunétses operations, we determined that realizatibthe deferred income tax benefit was
more likely than not. As a result, our judgmentattibe need for this valuation allowance has chdragel the reduction in the valuation
allowance has been recorded as a benefit in thegioo for income taxes from continuing operations.

During the nine months ended September 30, 201Meveased our estimated liabilities for uncertaxpositions by $13 million,
related to continuing operations, primarily as suieof audit settlements. The total amount of aogmized tax benefits as of
September 30, 2010 was $45 million ($33 millioratetl to continuing operations and $12 million rediato discontinued operations), of
which $34 million, if recognized, would impact ceffective tax rate and income tax expense (ben@22 million related to continuing
operations and $12 million related to discontinopdrations).

Our practice is to recognize interest and penalékged to income tax matters in income tax expém®ur Condensed Consolidated
Statements of Operations. Approximately $3.8 millaf interest and penalties related to accruedlitigls for uncertain tax positions
($0.3 million of expense related to continuing @ems and $3.5 million of expense related to disionied operations) are included in our
Condensed Consolidated Statement of Operatiofeinihe months ended September 30, 2010. Totaleddnterest and penalties on
unrecognized tax benefits as of September 30, 2&t8 $59 million ($24 million related to continuingerations and $35 million related to
discontinued operations).

The audit of our tax returns for the years endedeldeer 31, 2006 and December 31, 2007 has beerleteahpy the Internal Revenue
Service (“IRS”). These returns include deductiamsadmounts paid in connection with our 2006 cieittkement with the federal government
and upon which taxes had been paid by us in prevexable years. We filed tax refund claims to vecsuch previously paid taxes, and we
received tax refunds of approximately $200 millamof December 31, 2009. Upon completion of thétawe reached a settlement with the
IRS, which was approved by the Congressional Joamhmittee on Taxation subsequent to September(@®,2n which we agreed to repay
approximately $12 million of the refunds previousigeived plus approximately $2 million of interest
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In connection with an audit of our tax returnsthoe fiscal years ended May 31, 1998 through thesttian period ended December 31,
2002, the IRS issued a statutory notice of taxcikiicy asserting an aggregate tax deficiency ofi$2illion plus interest. This amount does
not include an advance tax payment of $85 milliemmade in December 2006, an overpayment by usGf#Hion for one of the years in
the audit period, and the impact of our net opegalibsses from 2004, which would reduce the taicaefcy by $31 million. We have reach
a settlement with IRS counsel of all disputed issuehis case. The settlement is subject to agptmy the Tax Court and resulted in a
payment by us of approximately $60 million in Ded®n?2009 to satisfy accrued taxes and interest.

As of September 30, 2010, approximately $17 milbninrecognized federal and state tax benefitayadlsas reserves for interest and
penalties, may decrease in the next 12 monthsesuét of the settlement of audits, the filing afended tax returns or the expiration of
statutes of limitations.

NOTE 13. EARNINGS PER COMMON SHARE

The table below is a reconciliation of the numerstind denominators of our basic and diluted egsper common share calculations
for income from continuing operations for the thegel nine months ended September 30, 2010 and R@@®ne is expressed in millions and
weighted average shares are expressed in thousands.

Weighted
Average Per-
Income Shares Share
(Numerator) (Denominator) Amount
Three Months Ended September 30, 201
Income available to Tenet Healthcare Corporatianroon shareholders for basic earnings
per share $ 93z 485,21( $1.92
Effect of dilutive stock options, restricted stagkits and mandatory convertible preferred
stock 6 74,64( (0.29
Income available to Tenet Healthcare Corporation conmon shareholders for diluted
earnings per share $ 93¢ 559,85( $ 1.6¢
Three Months Ended September 30, 20C
Income available to Tenet Healthcare Corporatianroon shareholders for basic earnings
per shart $ 2 481,00t $ —
Effect of dilutive stock options and restrictedcitanits — 17,07¢ —
Income available to Tenet Healthcare Corporation conmon shareholders for diluted
earnings per share $ 2 498,08 $ —
Nine Months Ended September 30, 2010
Income available to Tenet Healthcare Corporatianroon shareholders for basic earnings
per share $ 1,05C 483,91: $2.17
Effect of dilutive stock options, restricted stagkits and mandatory convertible preferred
stock 18 76,28¢ (0.26)
Income available to Tenet Healthcare Corporation coimon shareholders for diluted
earnings per share $ 1,06¢ 560,20( $1.91
Nine Months Ended September 30, 20C
Income available to Tenet Healthcare Corporatianroon shareholders for basic earnings
per share $ 197 479,94. $ 0.41
Effect of dilutive stock options, restricted stagkits and mandatory convertible preferred
stock — 9,74¢ (0.01)
Income available to Tenet Healthcare Corporation conmon shareholders for diluted
earnings per share $ 197 489,68 $ 0.4C

Stock options (in thousands) whose exercise priceatled the average market price of our commork stod, therefore, were not
included in the computation of diluted shares Far three and nine months ended September 30, 26r026,260 and 22,243 shares,
respectively, and for the three and nine monthgeér®@eptember 30, 2009 were 27,376 and 27,582 shespgctively. For the three months
ended September 30, 2009, the inclusion of thed3sh&res of common stock (in thousands) issualdernthe conversion feature of our
mandatory convertible preferred stock would be-diftitive; therefore, those shares were excludethfthe computation of diluted shares.
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NOTE 14. FAIR VALUE MEASUREMENTS

Our financial assets and liabilities recorded atvalue on a recurring basis primarily relatet@astments in available-faale securitie
held by our captive insurance subsidiaries and t8©R cap agreement. The following tables presefurimation about our assets and
liabilities that are measured at fair value on@irgng basis as of September 30, 2010 and Dece&ih@009. The following tables also
indicate the fair value hierarchy of the valuatienhniques we utilized to determine such fair valuie general, fair values determined by
Level 1 inputs utilize quoted prices (unadjustedactive markets for identical assets or liab#itié&/e consider a security that trades at least
weekly to have an active market. Fair values deterdhby Level 2 inputs utilize data points that abservable, such as quoted prices, intt
rates and yield curves. Fair values determinedéxel3 inputs are unobservable data points foafiset or liability, and include situations
where there is little, if any, market activity fitre asset or liability.

Quoted Prices

in Active Significant
Markets for N Unobservable
September 3C Identical Asset: Significant Other
Observable
Inputs Inputs
__ 2010 _ (Levell) _ (Level2) _(Level3)
Investments:
Marketable securiti—current $ 1 $ 1 $ — $ —
Investments in Reserve Yield Plus Ft 1 — 1 —
Marketable securiti—noncurren 28 5 22 1
$ 30 $ 6 $ 23 $ 1
Derivative Contract (see Note 5)
LIBOR cap agreement ass $ — $ — $ — $ —
Quoted Prices
in Active Significant
Markets for Significant Other Unobservable
Identical Asset: Observable Inputs
December 31 Inputs
2009 (Level 1) (Level 2) (Level 3)
Investments:
Marketable securiti—current $ 11 $ 11 $ — $ —
Investments in Reserve Yield Plus Ft 2 — 2 —
Marketable debt securit—noncurren 30 7 22 1
$ 43 $ 18 $ 24 $ 1
Derivative Contract:
LIBOR cap agreement ass $ 3 $ — $ 3 $ =

The change in the fair value of our auction ratausées valued using significant unobservable isps shown below:

Fair value recorded at December 31, 2 $ 1
Adjustment to record reduction in estimated falueaof auction rate securitii

Fair value recorded at September 30, 201 $ 1
Fair value recorded at December 31, 2 $ 1
Adjustment to record reduction in estimated failueaof auction rate securitit —

Fair value recorded at September 30, 2009 $ 1

At September 30, 2010, one of our captive insuranbsidiaries held $1 million of preferred stockl ather securities that were
distributed from auction rate securities whose iansthave failed due to sell orders exceeding lydgrs. We were not required to record an
other-than-temporary impairment of these securiiging the nine months ended September 30, 2020@8.

Our non-financial assets and liabilities not peteditor required to be measured at fair value @tarring basis typically relate to long-
lived assets held and used, long-lived assetsfoekhle and goodwill. We are now required to pdevadditional disclosures about fair value
measurements as part of our financial statementsafth major category of assets and liabilitiessuesd at fair value on a non-recurring
basis. The following table presents this informats of September 30, 2010 and indicates the &ievhierarchy of the valuation techniques
we utilized to determine such fair values. In gahdair values determined by Level 1 inputs uéilquoted prices (unadjusted) in active
markets for identical assets or liabilities, whggmerally are not applicable to non-financial asset liabilities. Fair values determined by
Level 2 inputs utilize data points that are obskl@asuch as definitive sales agreements, appsaisastablished market values of compar
assets. Fair values determined by Level 3 inp@siaobservable data points for the asset or ligitzhd include situations where there is li
if any, market activity for the asset or liabilitich as internal estimates of future cash flows.
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Quoted Prices

in Active Significant Other Significant
Markets for Unobservable
September 3C Identical Assets Observable
Inputs Inputs
2010 (Level 1) (Level 2) (Level 3)
Long-lived assets held and us $ 24 $ — $ 24 $ —

As described in Note 4, we recorded a $3 milliopamment charge in continuing operations in theemronths ended September 30,
2010 for the write-down of buildings, equipment ahkler long-lived assets, primarily capitalizedta@ire costs classified in other intangible
assets, of one of our previously impaired hospitatheir estimated fair values primarily due tdexline in the fair value of real estate in the
market in which the hospital operates and a dedfiriee estimated fair value of equipment.

The fair value of our long-term debt is based ootgd market prices. At September 30, 2010 and Dkeefil, 2009, the estimated fair
value of our long-term debt was approximately 10&64hd 103.2%, respectively, of the par value oftkblet.

NOTE 15. ACQUISITIONS

During the three months ended September 30, 20d@cquired various diagnostic imaging centers &xtat California, Florida, South
Carolina and Tennessee. We are required to allticatpurchase price of these facilities to assaisiaed or liabilities assumed based on t
fair values. The excess of the purchase price atilme over those fair values is recorded as goddWile aggregate purchase price of these
acquisitions was $42 million, which we funded witish on hand. Approximately $1 million and $3 rillin acquisition costs related to
prospective and closed acquisitions were expengadgithe three and nine months ended Septemb&030, respectively. We are in
process of finalizing the valuations of the propemd equipment acquired; therefore, the fair v@kedt forth below are subject to adjustment
once the valuations are completed.

Property and equipme $14
Goodwill 28
Net cash paid $42

Substantially all of the facilities will be operdtas off-campus departments of one of our neighlgdrbspitals and are subject to
regulatory requirements specific to off-campus litaspperations. The goodwill generated from theeaasactions, which we anticipate will
be fully deductible for income tax purposes, camtigbuted to the benefits that we expect to rzeafiom operating efficiencies and increased
reimbursement.

NOTE 16. RECENTLY ISSUED ACCOUNTING STANDARDS
The following summarizes noteworthy recently issaedounting standards:

* In August 2010, the Financial Accounting Standddard (“FASB”) issued Accounting Standard UpdatésSU”) 2010-24,
“Health Care Entities (Topic 954): Presentationngfurance Claims and Related Insurance Recoverigsch clarifies that a
health care entity should not net insurance reéesegainst a related claim liability. The guidapeevided in this ASU is
effective for the fiscal years, and interim periedthin those years, beginning after December 0302 The adoption of this
standard is not expected to have any impact offimamcial condition, results of operations or céskws.

e In August 2010, the FASB issued ASU 2010-23, “He&lare Entities (Topic 954): Measuring Charity ClareDisclosure,'which
prescribes a specific measurement basis of chaaity for disclosure. The guidance provided in 888 is effective for fiscal
years beginning after December 15, 2010. The aolojofi this standard is not expected to have anyanpn our financie
condition, results of operations or cash flo
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NOTE 17. SUBSEQUENT EVENTS
Sale of Medical Office Building

In October 2010, we sold nine medical office builgh in Florida for aggregate cash proceeds of $#i®m In connection with the sal
we expect to recognize an impairment charge ofa@mpately $3 million in the three months ending Besber 31, 2010.

California Provider Fee

On October 7, 2010, the Centers for Medicare andid&éd Services (“CMS”) approved the fee-for-seeviportion of California’s
program to impose a provider fee on hospitals tt@tbined with federal matching funds, will be usegrovide supplemental Medi-Cal
payments to hospitals in the state. CMS has naagptoved the managed care portion of the progFéis. program proposes to provide
supplemental Medi-Cal payments for up to 21 mongf®active to April 2009 and expiring on DecemBg&y 2010. Subsequent to
September 30, 2010, we made two installment paysnerder this program totaling approximately $64ioml and we have received one
installment payment from Medi-Cal of approximat&B3 million to date. We received invoices for oayments to be made under the
program from the California Department of HealthréCServices as of September 30, 2010; accordimgiyrecorded the $134 million liabili
for our required payments as of September 30, 20hixh is classified as other current liabilitiesthe accompanying Condensed
Consolidated Balance Sheet as of September 30, 28#i0ecorded a corresponding associated amouwothén current assets in that
Condensed Consolidated Balance Sheet. If CMS apprihie managed care portion of the program beffiererid of this year, we would
recognize all of the $64 million of net revenueshia three months ending December 31, 2010.
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ITEM 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS
INTRODUCTION TO MANAGEMENT’S DISCUSSION AND ANALYSI S

The purpose of this section, Management'’s Discasasi@ Analysis of Financial Condition and Resuft®©perations, is to provide a
narrative explanation of our financial statemehts £nables investors to better understand ounéssj to enhance our overall financial
disclosures, to provide the context within whichi imancial information may be analyzed, and tovinte information about the quality of,
and potential variability of, our financial conditi, results of operations and cash flows. Unlessratise indicated, all financial and statistical
information included herein relates to our contilguoperations, with dollar amounts expressed itiong (except per share, per admission,
per patient day and per visit amounts). This infation should be read in conjunction with the accanying Condensed Consolidated
Financial Statements. It includes the followingtiets:

* Management Overvie'

e Forwarc-Looking Statement

» Sources of Revent

* Results of Operatior

e Liquidity and Capital Resourct
» Off-Balance Sheet Arrangemel
» Critical Accounting Estimate

MANAGEMENT OVERVIEW
RECENT DEVELOPMENTS

California Provider Fee—On October 7, 2010, the Centers for Medicare andid&éd Services (“CMS”) approved the fee-for-seevic
portion of California’s program to impose a providiee on hospitals that, combined with federal miatg funds, will be used to provide
supplemental Medi-Cal payments to hospitals instagée. CMS has not yet approved the managed catierpof the program. The program
proposes to provide supplemental M&dit payments for up to 21 months retroactive o809 and expiring on December 31, 2010. Bi
on the most recent modeling prepared by the Caliddrospital Association, we estimate that revennesof provider fees and other
expenses, for our California hospitals could inseshy approximately $64 million for the full 21-ntbrperiod of the plan. If fully approved
by CMS before the end of this year, we would re@gall of the $64 million of net revenues in these months ending December 31, 2010.

Sale of Medical Office Buildings+r October 2010, we sold nine medical office buitgh in Florida for aggregate cash proceeds of $46
million.

Acquisition of Diagnostic Imaging Centergdr-the three months ended September 30, 2010, guérad various diagnostic imaging
centers located in California, Florida, South Cimalnd Tennessee for an aggregate purchase p#gR anillion, which we funded with ca
on hand.

STRATEGY AND TRENDS

We are committed to providing the communities weaseavith high quality, cost-effective health carbile growing our business,
increasing our profitability and creating long-tevadue for our shareholders. We believe that oacsss in increasing our profitability
depends in part on our success in executing th@afirlg strategies and managing the following trends

Core Business StrategyAt September 30, 2010, our subsidiaries operateged@ral hospitals and a critical access hospiigh, a
combined total of 13,430 licensed beds, servingudnd rural communities in 11 states. Our corénbas is focused on providing acute care
services, including inpatient care, intensive ceaediac care, diagnostic services and emergendycaldreatment. In supporting our core
business, we seek to offer superior quality angpaservices, to make capital and other investmenbur facilities and technology to be
competitive, to recruit and retain physicians, tmdegotiate favorable contracts with managed aadeother commercial payers. In addition,
we continually review our clinical service linesdetermine which services are most highly valueti shrould be marketed to improve our
operating results, and we strategicall-emphasize or eliminate unprofitable service liffegppropriate



Commitment to Quality—Fhrough ourCommitment to Qualitinitiative, we continually work with physicians implement the most
current evidence-based medicine techniques to ivepitee way we provide care. As a result of thefmtsf our hospitals have improved
substantially in quality metrics reported by theeggmment and have been recognized by several mamrage companies for their quality of
care. In our continuing efforts to improve our @ad outcomes and drive down our costs of carelawached ouMedicare Performance
Initiative in 2009. This initiative is intended to reduce sastd increase profitability through the disseniambf best practices based on
evidence-based medicine. We believe the use oé thestices will promote the most effective andcafht utilization of resources and result
in shorter lengths of stay, as well as reductiongedundant ancillary services and readmissionhdspitalized patients. Leveraging off of
these initiatives, we expect to benefit over timanf provisions in the new federal health care reftegislation that tie payment to quality
measures, establish a value-based purchasing sgsigadjust hospital payment rates based on hbsgiaired conditions and hospital
readmissions.

21



Table of Contents

Development StrategiesWe intend to focus on opportunities to increaseauipatient revenues through organic growth and the
acquisition of selected outpatient businesses.fgutie nine months ended September 30, 2010, vikedeapproximately 31% of our
revenues from outpatient services. Historically, autpatient business has generated significaiglyen margins for us than other business
lines. By expanding our outpatient business, weeel increase our profitability over time. In theee months ended September 30, 2010,
we acquired various diagnostic imaging centerstéxtan California, Florida, South Carolina and Tessee. We also intend to focus on
acquiring hospitals and other health care assets@mpanies in markets where we believe our opeyatirategies can improve performance
and create shareholder value. We believe thagtbisth by strategic acquisition, when and if oppoities are available, can supplement the
growth we believe we can generate organically inexisting markets.

Impact of Health Care Reform Legislation#e anticipate that we will benefit over time frohetprovisions of the new federal health
care reform legislation that will extend insurawoeerage through Medicaid or private insurance hooader segment of the population.
Although we are unable to predict the precise impéthe health care reform legislation on our fattesults of operations, and while there
will be some reductions in reimbursement ratesctvhiegan in 2010, we anticipate, based on the miutireetable for implementing this
legislation, that we could begin to receive reinggment for caring for uninsured and underinsuré@pa as early as 2014. We believe that
we are well-positioned relative to other healthecammpanies to benefit from extended insuranceregeegiven the concentration of our
operations in California, Florida and Texas, whitdtes historically have higher percentages ofaumgd and underinsured patients compared
to the national average.

C apturing HIT Incentive Payments and Other BenefiBased on our current timeframe for achieving coamle with the health
information technology (“HIT”) requirements undéetAmerican Recovery and Reinvestment Act of 20BRRA"), we expect that the
operating costs we currently are incurring to imwedIT systems will be offset beginning in 2012wae begin to receive Medicare and
Medicaid hospital incentive payments provided unflRRA. We believe that the operational benefitél6F will contribute to our long-term
ability to grow our business.

Counteracting Declines in Patient Volume®e continue to experience declines in patient velsimecause of the impact of the current
economic downturn, increased competition, utilmagpressure by managed care organizations and deptog trends. To combat these
declines, we continue to take steps to increaseratolumes by focusing on physician alignment satisfaction, targeting our capital
spending on critical growth opportunities for omshitals, emphasizing higher demand clinical serliiees (including outpatient lines),
implementing new payer contracting strategies,iamatoving the quality metrics of our hospitals.

General Economic Conditions¥e believe that the economic downturn continudsatee a negative impact on our bad debt expense
levels and patient volumes, reflecting the impdatusrent high unemployment rates and other depteesonomic conditions. However, as
the economy recovers, we expect to experience provement in our patient volumes and bad debt esgotavels relative to current levels.

Expanding Our Revenue Cycle Management Busin&gs-intend to continue expanding our revenue cy@eagement business under
our Conifer Health Solutions (“Conifer”) subsidiagonifer currently provides revenue cycle serviceapproximately 30 non-Tenet
hospitals. We believe this business has the pafemter time to generate higher margins and impmweresults of operations.

Our ability to execute on these strategies and getfzese trends is subject to a number of risksuandrtainties that may cause actual
results to be materially different from expectasioRor information about these risks and unceitgnsee Iltem 1A of Part | of our Annual
Report on Form 10-K for the year ended DecembeRBQ9 (“Annual Report”), Item 1A of Part Il of o@Quarterly Report on Form 10-Q for
the quarterly period ended March 31, 2010 and “lodi.ooking Statements” under Item 1 of Part | of Annual Report.
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RESULTS OF OPERATIONS—OVERVIEW

Our results of operations have been and continbe fafluenced by industry-wide and company-spedifiallenges, including
decreased volumes, decreased demand for inpasimiic procedures and high levels of bad debthhat affected our revenue growth and
operating expenses. We have provided in the taddmbinformation relating to volumes, revenues arpenses for the three months ended
September 30, 2010 and 2009 for all of our contiguperations hospitals.

Three Months Ended September 30,
Increase

Admissions, Patient Days and Surgeries 2010 2009 (Decrease
Commercial managed care admissi 30,66¢ 33,55: (8.6)%
Governmental managed care admiss 29,24¢ 30,03¢ (2.6)%
Medicare admissior 36,34¢ 37,527 (3.)%
Medicaid admission 16,85 16,80¢ 0.2%
Uninsured admissior 5,88: 6,251 (5.9%
Charity care admissior 3,09( 2,66: 16.(%
Other admission 3,55¢ 3,415 4.2%
Total admission 125,64! 130,25t (3.5%
Paying admissions (excludes charity and uninst 116,67. 121,34« (3.9%
Total government program admissic 82,44t 84,37: (2.9%
Charity admissions and uninsured admiss 8,97: 8,91/ 0.7%
Admissions through emergency departrr 72,91« 74,02t (1.9%
Commercial managed care admissions as a percevitagtal admission 24.2% 25.8% (1.4)%(1)
Emergency department admissions as a percentdgeabédmission 58.(% 56.8% 1.2%(1)
Uninsured admissions as a percentage of total athms 4.7% 4.8% (0.2)%(1)
Charity admissions as a percentage of total adams 2.5% 2.C% 0.5%(1)
Surgeries inpatient 37,91¢ 39,31¢ (3.60%
Surgeries outpatient 53,14¢ 53,12: 0.1%
Total surgerie: 91,06+ 92,43" (1.5%
Patient day- total 596,81( 622,42 (4.1)%
Adjusted patient days(: 913,04¢ 935,37! (2.9%
Patient day— commercial managed cs 120,32¢ 133,16( (9.6)%
Average length of stay (day 4.7 4.8 (0.1)(1)
Adjusted patient admissions( 193,67( 197,16« (1.9%

(1) The change is the difference between the ansahtwn for the three months ended September 30, &0compared to the three
months ended September 30, 2C

(2) Adjusted patient days/admissions representsbpatient days/admissions adjusted to includpatignt services by multiplying actual
patient days/admissions by the sum of gross inpatévenues and outpatient revenues and dividiagabults by gross inpatient
revenues

Total admissions declined by 4,613, or 3.5%, inttiree months ended September 30, 2010 as comietteel same period in 2009. All
of our regions and our Philadelphia market repoaalissions declines in the three months endec:Bdyetr 30, 2010 as compared to the
three months ended September 30, 2009. Commerarzged care admissions declined by 8.6% in the thienths ended
September 30, 2010 as compared to the same perDb. Surgeries declined by 1.5% in the threethwoended September 30, 2010 as
compared to the three months ended September 39, ?¢hile our emergency department admissionspgs@ntage of total admissions
increased 1.2% in the three months ended Septe30h@010 compared to the same period in the paar,ywe believe the current economic
conditions have had an adverse impact on the thvalective procedures performed at our hospitatéch contributed to the overall decline
in our total admissions. Uninsured and charity adions increased by 0.7% in the three months eSdptember 30, 2010 as compared tc
same period in 2009.
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Three Months Ended September 30,
Increase

Outpatient Visits 2010 2009 (Decrease
Commercial managed care vis 332,62! 355,00° (6.9%
Governmental managed care vit 195,32¢ 190,84 2.2%
Medicare visits 208,76 213,14¢ (2.2)%
Medicaid visits 77,07( 77,05¢ — %
Uninsured visits 96,44¢ 99,11¢ (2.7%
Charity care visit: 7,93 7,11 11.5%
Other visits 58,14( 53,67¢ 8.2%
Total visits 976,31( 995,96 (2.0%
Paying visits (excludes charity and uninsur 871,93( 889,73! (2.0%
Total government program visi 481,16! 481,05: — %
Surgery visits 53,14¢ 53,12: 0.1%
Emergency department vis 359,65¢ 366,02! (1.7%
Charity visits and uninsured vis 104,38 106,23: (1.79%
Charity visits and uninsured visits as a percentddetal visits 10.7% 10.7% — %(1)
Paying visits as a percentage of total vi 89.2% 89.2% — %(1)
Commercial visits as a percentage of total v 34.1% 35.6% (1.5)%(1)

(1) The change is the difference between the ansahtwn for the three months ended September 30, &0compared to the three
months ended September 30, 2C

We had a decline of 19,658 total outpatient vigits2.0%, in the three months ended September®®@ 8s compared to the three
months ended September 30, 2009. Our Central regidrour Philadelphia market reported increasepabignt visits, while our other regic
reported declines in outpatient visits in the threenths ended September 30, 2010.

Outpatient surgery visits increased by 0.1% inttliee months ended September 30, 2010 as comuetteel same period in 2009.
Charity and uninsured outpatient visits decreaset. 1 in the three months ended September 30, @@hpared to the same period in 2(

Three Months Ended September 30,
Increase

Revenues 2010 2009 (Decrease

Net operating revenus $ 2,262 $ 2,262 — %
Net patient revenues from commercial managed $ 904 $ 89¢ 0.€%
Revenues from the uninsur $ 168 $ 16€ (3.60%
Net inpatient revenues( $ 1,43« $ 1,46¢ (2.5%
Net outpatient revenues( $ 734 $ 70¢ 3.5%

(1) Netinpatient revenues and net outpatient reveatesomponents of net operating revenues. Netiemgaevenues include s-pay
revenues of $63 million and $71 for the three memthded September 30, 2010 and 2009, respectiVefyoutpatient revenues include
self-pay revenues of $100 million and $98 million foe three months ended September 30, 2010 and 28G#%atively

Net operating revenues were flat for the three moehded September 30, 2010 as compared to thepsaind in 2009. Favorable
prior-year cost report adjustments contributed axipnately $2 million to net operating revenueshia three months ended
September 30, 2010 as compared to a contributi®i bimillion in the three months ended SeptembePB09. Net operating revenues in the
three months ended September 30, 2009 includeedognition by our Philadelphia hospitals of $6limil of revenues related to 2008 that
were approved for distribution to us in the threenths ended September 30, 2009 by a Philadelphithh@aintenance organization in wh
we hold a minority ownership interest.

Primarily as a result of commercial managed caiag improvement, including a 2.4% increase in ioypatient acuity and a favorable
shift in payer mix, commercial managed care reverinereased by 0.9% despite the 8.6% decline imoamtial managed care admissions
and the decline of 6.3% in commercial managed cafgatient visits in the three months ended Sepeerd0d, 2010 as compared to the same
period in 2009.
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Three Months Ended September 30,
Increase

Revenues on a Per Admission, Per Patient Day and Péisit Basis 2010 2009 (Decrease

Net inpatient revenue per admiss $ 11,38 $ 11,25t 1.1%
Net inpatient revenue per patient ¢ $ 2,39 $ 2,35¢ 1.7%
Net outpatient revenue per vi $ 752 $ 71z 5.6%
Net patient revenue per adjusted patient admiskj $ 11,17: $ 11,03 1.3%
Net patient revenue per adjusted patient dz $ 2,37C $ 2,32% 1.9%
Managed care: net inpatient revenue per admit $ 12,79 $ 12,08¢ 5.8%
Managed care: net outpatient revenue per $ 88:< $ 82¢ 7.2%

(1) Adjusted patient days/admissions representsbpatient days/admissions adjusted to includpaiignt services by multiplying actual
patient days/admissions by the sum of gross inpatévenues and outpatient revenues and dividiagebults by gross inpatient
revenues

Unit revenue improvement was evident across allrkeyrics, primarily reflecting the improved ternfsoor commercial managed care
contracts and the provision of higher acuity sasim the three months ended September 30, 201parethto the same period in 2009. The
growth in net inpatient revenue per admission %A was adversely impacted by a shift in payer imauding a decline in commercial
managed care admissions as a percentage of tot&@sadns to 24.4% in the three months ended Sepeth 2010 as compared to 25.8% in
the three months ended September 30, 2009. Thetyiowet outpatient revenue per visit of 5.6% aE® adversely impacted by a shift in
payer mix, including a decline in commercial mardhgare outpatient visits as a percentage of tatgagient visits to 34.1% in the three
months ended September 30, 2010 as compared &35 #e same period in 2009.

Three Months Ended September 30,
Increase

Selected Operating Expenses 2010 2009 (Decrease
Salaries, wages and bene $ 977 $ 954 2.4%
Supplies 39C 38¢ 0.2%
Other operating expens 50& 48€ 3.2%
Total $ 1,87: $ 1,82¢ 2.4%
Rent/lease expense( $ 35 $ 34 2.9%
Salaries, wages and benefits per adjusted patisii2) $ 1,07( $ 1,02 4.9%
Supplies per adjusted patient day 427 41€ 2.6%
Other operating expenses per adjusted patient @ 553 51¢ 6.€%
Total per adjusted patient d $ 2,05( $ 1,95t 4.S%

(1) Included in other operating expens
(2) Adjusted patient days represent actual patlags adjusted to include outpatient services bytiptying actual patient days by the sum
of gross inpatient revenues and outpatient reveandglividing the results by gross inpatient revn

Total selected operating expenses, which is defaseshlaries, wages and benefits, supplies, aed offerating expenses, increased by
4.9% on a per adjusted patient day basis in treethmonths ended September 30, 2010 compared tloréemonths ended
September 30, 2009. Our cost metrics reflect nmaeieases in the fourth quarter of last year anteimses in other selected operating expe
as discussed below when compared to the three sientted September 30, 2009.

Salaries, wages and benefits per adjusted patignindreased by 4.9% in the three months endede8yer 30, 2010 as compared tc
same period in 2009. This increase is primarily stluannual merit increases for our employees, migkalth benefits costs, increased
severance costs, the effect of lower volumes omatipg) leverage and an increase in the number plarad physicians, partially offset by
decreased accruals for annual incentive compemsatie recorded $3 million of additional workershepensation expense in the three
months ended September 30, 2010 due to an 84pgxdnisdecline in the interest rate used to estinttagadiscounted present value of proje:
future workers’ compensation liabilities. We recedda $3 million favorable pension expense adjustimetie three months ended
September 30, 2009 related to the terminationfafiafunded and frozen retirement plan of a prengly acquired company.

Supplies expense per adjusted patient day incréas2d% in the three months ended September 3@ @6mpared to the three mor
ended September 30, 2009. Supplies expense wasoualfidy impacted by the increased utilization afticost implants and high-cost
pharmaceuticals, partially offset by decreasehéncost of pacemakers. A portion of the increaseipplies expense per adjusted patient day
was offset by revenue growth related to paymentseweive from certain payers.
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Other operating expenses per adjusted patientdagased by 6.6% in the three months ended Septe8@p2010 as compared to the
same period in 2009. The increase is primarily hube effect of lower volumes on operating leveragcreases in the costs of repairs,
maintenance and technology service contracts,asetphysician relocation costs, increased physaria medical fees, a reduction in
information systems and business office costs alitecto discontinued operations, increased costsmfacted services, increased property
taxes and increased hospital provider taxes, wiite substantially offset by additional dispropamtite share hospital payments recognized
in revenues. These expenses also included $2®&mdfi malpractice expense in the three months eBeéptember 30, 2010 compared to
$27 million in the three months ended SeptembeRB09. The increase in malpractice expense is pilyvadtributable to an 84 basis point
decrease in the interest rate used to estimatisheunted present value of projected future matpra liabilities, which resulted in $11
million of additional malpractice expense in theelhmonths ended September 30, 2010, partiallgoffs a 1% decrease in the number of
expected claims.

Three Months Ended
September 30,

Increase

Provision for Doubtful Accounts 2010 2009 (Decrease
Provision for doubtful accoun $187 $ 19z (3.)%
Provision for doubtful accounts as a percentageebbperating revenu: 8.2% 8.5% (0.2%(1)
Collection rate on sepay accounts(z 29.1% 30.2% (1.2)%(1)
Collection rate from managed care pay 98.2% 97.8% 0.5%(1)

(1) The change is the difference between the ansahtwn for the three months ended September 30, &0compared to the three
months ended September 30, 2C
(2) Self-pay accounts receivable are comprised of both uréasand balan-after insurance receivable

Provision for doubtful accounts decreased by $&anil or 3.1%, in the three months ended Septer@be2010 as compared to the
same period in 2009. The decrease in provisioddabtful accounts primarily related to a $9 milli@mvorable adjustment for Medicare bad
debts that we will claim on our Medicare cost répomproved managed care accounts receivable degdady aging category and a $6 mill
decrease in uninsured revenues due to a declimgimsured patient volume levels, partially offsgtab120 basis point decline in our collec
rate on self-pay accounts and higher pricing.

Our self-pay collection rate, which is the blendetlection rate for uninsured and balance-afteniasce accounts receivable, declined
to approximately 29.1% in the three months endgue®eber 30, 2010 from 30.3% in the three monthgeér®@kptember 30, 2009.

The estimated direct and allocated costs (basestlected operating expenses, which include sajaveges and benefits, supplies and
other operating expenses) of caring for uninsueggbpts were $97 million and $99 million in theegbrmonths ended September 30, 2010 anc
2009, respectively.

The table below shows the pre-tax and afégrimpact on continuing operations for the thred aine months ended September 30, :
and 2009 of the following items:

Three Months Nine Months
Ended Ended
September 30, September 30,
2010 2009 2010 2009
(Expense) Income

Impairment of lon-lived assets and goodwill, and restructuring cha $ @ $ ™M $ O $@
Litigation and investigation cos 2 ©)] (6) (13
Gain (loss) from early extinguishment of di (55) (16) (55) 97
Gain on sales of investmer — — — 15
Pre-tax impact $@60 $ (260 $ (620 $ 86
Deferred tax asset valuation allowance and otheadgustment: $981 $ 3 %102 $ 77
Total afte-tax impact $94€ $ (13) $ 984 $13z
Diluted pe-share impact of above iter $1.6¢ $(0.05) $ 1.7¢ $0.27
Diluted earnings per share, including above it $1.66 $ — $ 191 $0.4C
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LIQUIDITY AND CAPITAL RESOURCES OVERVIEW
Cash and cash equivalents were $398 million ateBeper 30, 2010, a decrease of $313 million froml$wilion at June 30, 2010.

Significant cash flow items in the three monthsezh8eptember 30, 2010 included:

Net proceeds of $585 million from the offering asade of $600 million aggregate principal amounowef new 8% senior notes ¢
2020;

Repurchases of approximately $782 million aggrepatecipal amount of our ¥ ¢/ % senior notes duefat approximately
$829 million, representing approximately $825 raitlin principal payments and approximately $4 wiillin accrued and unpaid
interest through the date of purchase, with theoreteeds of approximately $585 million from oulesaf new 8% senior notes
due 2020 and cash on hai

Repurchases of $40 million aggregate principal amhofiour 97 /3 % senior notes due 2014 and $7 miliggregate principal
amount of our ¢/ ,% senior notes due 2015 for total cash of approbetm&49 million;

$42 million net cash paid to acquire various diagitamaging centers located in California, Flori@auth Carolina and
Tennessee

Interest payments of $112 millio
Capital expenditures of $120 millio

$24 million final principal payment classified ggesating cash outflows from continuing operatioglated to our 2006 civil
settlement with the federal government; :

Preferred stock dividend payments of $6 milli

Net cash provided by operating activities was $28llfon in the nine months ended September 30, 2@kfpared to $284 million in
the nine months ended September 30, 2009. Keyiymsihd negative factors contributing to the chapgveen the 2010 and 2009 periods
include the following:

Increased income from continuing operations beffcceme taxes of $5 million, excluding net gain afes of investments,
investment earnings (loss), (gain) loss from eaxiynguishment of debt, interest expense, litigaad investigation costs,
impairment and restructuring charges, and depieniaind amortization in the nine months ended $eipée 30, 2010 compared
the nine months ended September 30, 2

Lower interest payments of $27 million, primarilyedto $23 million of interest payments that wereederated and paid in the ni
months ended September 30, 2009 as a result @xahiange of approximately $1.4 billion aggregateqgiypal amount of our 6 4
% senior notes due 2011 and oudr 6 / % senior rhie2012 for new senior secured notes and otheesgulent debt repurchases
with the proceeds from our issuance of preferredksand cash on hand that reduced our outstandipg

Lower aggregate annual 401(k) matching contribiand annual incentive compensation payments oh$lign ($105 million
in the nine months ended September 30, 2010 comhpai®l23 million in the nine months ended Septar3Be2009).

Additional income tax refunds of $19 million reced/in the nine months ended September 30, -

Lower payments on reserves for restructuring creage litigation costs of $89 million, primarily elto $81 million of payments
in the nine months ended September 30, 2009 refatedr settlement of wage and hour actic

$33 million less of cash provided by operating\atiis from discontinued operations, principallyedio accounts receivable
collections in the prior year related to divestedpitals;

Reduced cash flows of $88 million primarily duetie payment of additional outstanding accounts pplayehecks at December
2009 and other changes in working capital;
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*  $18 million we received in the nine months endedt&aper 30, 2009 under our then existing interdstseap agreemer

FORWARD-LOOKING STATEMENTS

The information in this report includes “forwardsking statements” within the meaning of Section 2fAhe Securities Act of 1933
and Section 21E of the Securities Exchange AcB8#1each as amended. All statements, other th#ansents of historical or present facts,
that address activities, events, outcomes, busstestggies and other matters that we plan, exjpeend, assume, believe, budget, predict,
forecast, project, estimate or anticipate (andragimilar expressions) will, should or may occuthie future are forward-looking statements.
These forward-looking statements represent managgsirrent belief, based on currently availalbli@imation, as to the outcome and
timing of future events. They involve known and nawn risks, uncertainties and other factors—manylith we are unable to predict or
control—that may cause our actual results, perfoaar achievements, or health care industry egaltoe materially different from those
expressed or implied by forward-looking stateme8&tsch factors include, but are not limited to, tisks described in Iltem 1A of Part | of our
Annual Report, Item 1A of Part Il of our QuarteRgport on Form 10-Q for the quarterly period eniiedch 31, 2010 (“Q1 2010 Form 10-
Q") and “Forward-Looking Statements” under ltemfPart | of our Annual Report.

When considering forward-looking statements, aeeatiould keep in mind the risk factors and otlaeitionary statements in our
Annual Report, our Q1 2010 Form 10-Q and this ref@hould one or more of the risks and uncertardiescribed in our Annual Report, our
Q1 2010 Form 10-Q or this report occur, or shouldarlying assumptions prove incorrect, our actaalilts and plans could differ materially
from those expressed in any forward-looking statgmaNe specifically disclaim any obligation to apel any information contained in a
forward-looking statement or any forward-lookingtstment in its entirety and, therefore, disclaim esulting liability for potentially related

damages.

All forward-looking statements attributable to ue axpressly qualified in their entirety by thisitanary statement.

SOURCES OF REVENUE

We receive revenues for patient services from etyaof sources, primarily managed care payerstaedederal Medicare program, as
well as state Medicaid programs, indemnity-basedthénsurance companies and self-pay patients ighpatients who do not have health
insurance and are not covered by some other foittmrofparty arrangement).

The table below shows the sources of net patiesimges for our general hospitals, expressed asmtages of net patient revenues f
all sources:

Three Months Ended September 30, Nine Months Ended September 30,
Increase Increase
Net Patient Revenues from: 2010 2009 (Decrease)(1 2010 2009 (Decrease)(1
Medicare 23.1% 24 4% (0.7)% 24.(% 25.1% (1.1)%
Medicaid 8.C% 8.5% (0.5% 8.7% 8.2% 0.4%
Managed car— governmenta 15.2% 14.€% 0.4% 15.(% 14.8% 0.2%
Managed car— commercia 41.8% 41.2% 0.€% 41.2% 41.2% — %
Indemnity, sekpay and othe 11.2% 11.1% 0.2% 11.1% 10.€% 0.5%

(1) The increase (decrease) is the difference betweeRB(10 and 2009 percentages shc

Our payer mix on an admissions basis for our gémespitals, expressed as a percentage of totailsaams from all sources, is shown
below:

Three Months Ended September 30, Nine Months Ended September 30,
Increase Increase

Admissions from: 2010 2009 (Decrease)(1 2010 2009 (Decrease)(1
Medicare 28.% 28.&% 0.1% 30.(% 30.1% (0.1)%
Medicaid 13.4% 12.9% 0.5% 13.(% 12.2% 0.8%
Managed car— governmenta 23.2% 23.1% 0.2% 23.1% 22.&% 0.2%
Managed car— commercia 24.4% 25.8% (1.49% 24.4% 25.8% (1.4%
Indemnity, sekpay and othe 10.C% 9.4% 0.€% 9.5% 9.1% 0.4%

(1) The increase (decrease) is the difference betweeRd10 and 2009 percentages shc
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GOVERNMENT PROGRAMS

The Medicare program, the natisriargest health insurance program, is administeyetie Centers for Medicare and Medicaid Sen
of the U.S. Department of Health and Human Sen(idslS”). Medicare is a health insurance progranmgarily for individuals 65 years of
age and older, certain younger people with dis#sliand people with end-stage renal diseaseisgmmdvided without regard to income or
assets. Medicaid is a program that pays for medgsistance for certain individuals and familiethviow incomes and resources, and is
jointly funded by the federal government and steteernments. Medicaid is the largest source of ifunébr medical and heal-related
services for the nation’s poor and most vulneraidéviduals.

The Medicare and Medicaid programs are subjedatotery and regulatory changes, administrativangsl, interpretations and
determinations, requirements for utilization revi@nd federal and state funding restrictions, faltloich could materially increase or decre
payments from these government programs in theduas well as affect the cost of providing sersitteour patients and the timing of
payments to our facilities. We are unable to prieitie effect of future government health care fagdiolicy changes on our operations. If the
rates paid by governmental payers are reducelte is¢tope of services covered by governmental pa&yénsited, or if we or one or more of
our subsidiaries’ hospitals are excluded from pggdition in the Medicare or Medicaid program or attyer government health care program,
there could be a material adverse effect on ounbkas, financial condition, results of operationgash flows.

Medicare

Medicare offers its beneficiaries different way®ftiain their medical benefits. One option, thegiial Medicare Plan, is a fee-for-
service payment system. The other option, calledibéee Advantage, includes health maintenance agaons, preferred provider
organizations, private fee-for-service Medicarec&eneeds plans and Medicare medical savings atqdans. The major components of our
net patient revenues for services provided to pttienrolled in the Original Medicare Plan for theee and nine months ended
September 30, 2010 and 2009 are set forth in thie telow:

Three Months

Ended Nine Months Ended
September 30, September 30,

Revenue Descriptions 2010 2009 2010 2009
Diagnosi-related grouj— operating $27¢ $281 $ 88t $ 89€
Diagnosi-related grouj- capital 25 26 81 82
Ouitliers 11 15 38 54
Outpatient 11z 107 34z 317
Disproportionate shai 53 54 162 162
Direct Graduate and Indirect Medical Educatior 30 27 85 84
Other(2) 15 20 36 57
Adjustments for pric-year cost reports and related valuation allowa 2 10 (12 6
Total Medicare net patient revenues $522 $54C $1,61¢ $1,65¢

(1) Includes Indirect Medical Education revenuenedrby our children’s hospital under the Childrartsspitals Graduate Medical
Education Payment Program administered by the Ri&asources and Services Administration of H

(2) The other revenue category includes one skillegding facility (which we sold in the three mosignded June 30, 2009), inpatient
psychiatric units, one inpatient rehabilitation pitesl (which we closed in the three months endeddi&1, 2009), inpatient
rehabilitation units, one long-term acute care itagmther revenue adjustments, and adjustmerdterkto the estimates for current-
year cost reports and related valuation allowar

Disproportionate Share Hospital Payments

Information regarding the calculation of Medicarepoportionate share hospital (“DSH”) paymentsto hospitals is provided in our
Annual Report and supplemented below. During theettmonths ended June 30, 2010, CMS releasedadditiata regarding the federal
fiscal year (“FFY”) 2007 Supplemental Security Int® (“SSI”) percentages, specifically, the MedicAdvantage (“Part C"flays included il
the FFY 2007 SSI ratios released in June 2009ddiitian, CMS issued a notice to hospitals indiogtinat, based on the agency’s review of
the data, it appeared that a significant numbewofteaching hospitals nationwide had not submitted @alaims for FFYs 2007 and 200¢
the Medicare Part A contractor. Part C claims alerstted to the Medicare Advantage payer for paytrigswever, CMS requires hospitals
submit a “no-pay” or “shadow” bill to the MedicaPart A contractor. The notice instructed all noaeténg hospitals to submit the Part C no-
pay claims for FFYs 2007 and 2008 to the Medica R contractor by August 31, 2010, and submiatiestation of compliance with the
requirement by September 15, 2010. We submitte@®#neC no-pay claims and
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attestations of compliance by the respective deaslliCMS has not yet released the FFYs 2008 ar@l @80ratios and, according to the C
website, revised FFYs 2007 and 2008 SSI ratioswiibinclude the Part C data will not be releassdil the first quarter of FFY 2011.
Despite a recent federal court decision that iclziéis the inclusion of the Part C days in the &3, CMS has not indicated it intends to
change its policy in this regard. As a resulthie three months ended June 30, 2010, we reviseestiotate of the impact of using the FFY
2007 SSi ratios for the calculation of Medicare Dyments for our non-teaching hospitals for 200 subsequent periods to reflect the
inclusion of the estimated Part C days in the FB¥72SSI ratios, and we recorded an unfavorablesadgnt to Medicare net revenue of $20
million ($14 million related to prior years and &#llion related to the current year). We intenccémtinue to pursue a reversal of CM#@licy
in this regard through the administrative and jiadiappeal process; however, we cannot predicottieome or timing of the appeals.

The Medicare DSH statutes and regulations have theesubject of various administrative appealslanduits, and our hospitals have
been included in these appeals for several yeaesséltypes of appeals generally take several yeagsolve, in particular for multi-hospital
organizations because of CMS’ administrative appdak. The appeals have been further delayedadGdAS’ general moratorium on the
release of information critical to certain elemenitthese appeals. Although a recent federal atesision regarding a DSH appeal brough
another plaintiff was favorable, we cannot prettiet timing or ultimate outcome of the DSH appeatsour hospitals. A favorable outcome
our appeals could have a material impact on ouréutevenues and cash flows.

Medicaid

Medicaid programs and the corresponding reimburs¢methodologies are administered by the statevarydfrom state to state and
from year to year.

Estimated payments under various state Medicaigrpros, excluding state-funded managed care Medmraigrams, constituted
approximately 8.7% and 8.3% of net patient revemmt@air continuing general hospitals for the nirmnths ended September 30, 2010 and
2009, respectively. We also receive DSH paymentieumarious state Medicaid programs. For the ninaths ended September 30, 2010
2009, our revenue attributable to Medicaid DSH payts and other state-funded subsidy payments wasx@mately $134 million and
$131 million, respectively.

Medicaid patient revenues of our continuing genkogipitals by state for the nine months ended &epe 30, 2010 and 2009 are set
forth in the table below:

Nine Months
Ended
September 30,
2010 2009
Florida $147 $13¢E
California 10z 92
Georgia 67 56
Missouri 61 56
South Carolin: 47 39
Texas 47 48
Pennsylvani: 37 42
North Caroline 21 22
Alabama 20 21
Nebraske 18 19
Tennesse 8 __ 6
$57E $53€

Several states in which we operate have recentbdfdudgetary challenges that resulted in reducediddid funding levels to hospitals
and other providers. Most states began a new figeal on July 1 and, although most addressed pegjestortfalls in their final budgets, so
states may face mid-year budget gaps. In additiamy states based their budgets for the curresalfigar on the assumption that Congress
would extend the increased Federal Medicaid Assigt&ercentage (“FMAP”) enacted as part of the AcaarRecovery and Reinvestment
Act, which was scheduled to expire on Decembef810. On August 10, 2010, President Obama sigrtedaw a bill that includes a six-
month extension of increased FMAP funding througheJ30, 2011. However, the legislation extendirgititreased FMAP funding reduces
the increase from the current 6.2% to 3.2% forpeod January 2011 through March 2011, then te6X@ the period April 2011 through
June 2011. Mid-year budget gaps caused by the eddellAP funding or other factors could result imigidnal reductions to Medicaid
payments or additional taxes on hospitals. Infoiomategarding recent significant state proposatsaations that are likely to affect our
hospitals is provided in our Annual Report and semented below.
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California

In October 2009, the Governor of California sigtegislation supported by the hospital industryripose a provider fee on general
acute care hospitals that, combined with federdthiag funds, would be used to provide supplemédviedi-Cal payments to hospitals, as
well as provide the state with $320 million annydtir children’s health care coverage. The hosp#alprogram created by this legislation
would provide these payments for up to 21 monthreaetive to April 2009 and expiring on Decembey 3010. The state submitted the plan
to CMS for a required review and approval procass, certain changes in the plan were required by OMgislation amending the fee
program to reflect the required changes was pasgéue legislature and signed by the Governor gute®eber 8, 2010. Among other chant
the legislation leaves distribution of “pass-thrbigayments received by Medlal managed care plans that will be paid to holspitader the
program to the discretion of the plans. On Octah&010, CMS approved the fee-fagrvice portion of the provider fee program. Apmioaf
the managed care portion of the program is penainigw of additional information by CMS, but is eqted by December 31, 2010. Based
on the most recent modeling prepared by the Caliddrospital Association (“CHA”), we estimate thiavenues, net of provider fees and
other expenses, for our California hospitals coutlease by approximately $64 million for the f21l-month period of the plan. If fully
approved by CMS, we would recognize all of the $6Hion of net revenues in the three months enddegember 31, 2010. Based on CHA'’s
modeling, we anticipate making payments for provfdes and other expenses of approximately $13#bmind receiving approximately
$198 million of aggregate proceeds from Medi-Cal marious managed care plans. Substantially alliofrequired payments of $134 million
will be made in periodic installments by Decembg&y Z010. We anticipate receiving $162 million obpeeds in periodic installments by
December 31, 2010 and the remaining $36 milliothenthree months ending March 31, 2011. Subsedaeeptember 30, 2010, we made
two installment payments under this program totplipproximately $64 million, and we have receivad mstallment payment from Medi-
Cal of approximately $33 million to date. We re@zhinvoices for our payments to be made under thgram from the California
Department of Health Care Services as of SepteB8he2010; accordingly, we recorded the $134 milliahility for our required payments
of September 30, 2010, which is classified as atherent liabilities in the accompanying CondenSexhsolidated Balance Sheet as of
September 30, 2010, and recorded a correspondsegiated amount in other current assets in that@uwsed Consolidated Balance Sheet.
Additional legislation to extend the hospital feegram to coincide with the aforementioned FMAPeesion through June 30, 2011 will be
required.

In March 2010, a group of hospitals in Arizona, Beéa and Oregon filed a lawsuit in federal couriragahe California Department of
Health Care Services, claiming in part that thepitakfee program authorized by the aforementidegéslation violates the commerce and
equal protection clauses of the U.S. Constitufidre plaintiffs argued that their hospitals servedM@al patients who reside in the far
northern and eastern parts of California, yet astueled from receiving supplemental Medi-Cal paytaexuthorized by the hospital fee
program. The plaintiffs asked the court to issgeediminary injunction to halt implementation oftkegislation and payment of supplemental
fees to California hospitals. In June 2010, thercdismissed the lawsuit, but left room for plaifgtito challenge the hospital fee program
again following approval of the program by CMS dimal implementation by the state. On SeptembeR2010, the lawsuit was settled. The
terms of the settlement will not interfere with nimpede the provider fee program.

The success of the California provider fee progimdependent on the compliance by California haspivith the terms of the program.
Specifically, hospitals subject to the providersfeeust make timely payment of the fees in instatitsethe first of which was due on
October 8, 2010. In addition, some uncertainty liesieegarding CMS’ approval of the managed caréigroof the fee program and the
methodology by which the Medi-Cal managed careplaifl distribute passhrough payments to hospitals. As a result, we caprovide an
assurances regarding the estimated impact on oatient revenues or cash flows. Further, we capravide any assurances or estimates in
connection with a possible continuation of the jlev fee program beyond December 31, 2010.

Florida

Earlier this year, the State of Florida authoriaet® reduction to hospital inpatient and outpathMaticaid rates, among other changes,
if necessary to balance health care spending. ifaaed that the annual impact of the reductionswnFlorida hospitals would be a
decrease in our Medicaid revenues of approxim&®@/million. To date, the State of Florida hasingtlemented the statutory reductions.
The state approves rate changes on a semi-anrgial Based on the state’s most recent rate appactian effective July 1, 2010, we do not
expect the reduction will be implemented during thimainder of 2010.
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Georgia

The Indigent Care Trust Fund (“ICTF"), which, amantger things, serves as the DSH program for itaispitals in the State of
Georgia, is funded with state funds that are subgean annual legislative appropriation. In 20@8,received approximately $8 million in
ICTF funds. In May 2010, the Governor signed legish appropriating ICTF funds for the state fisgaér ending June 30, 2010, and our
hospitals in Georgia subsequently received ICTREayts totaling approximately $11 million. We canpaivide any assurances regarding
future appropriations for the ICTF or the amounfutfire ICTF payments, if any, that might be reediby our hospitals.

In April 2010, the Georgia General Assembly apptbagesolution to place a state constitutional aimant on the November 2, 2010
ballot relating to funding for trauma servicesapfproved, the amendment will add an annual $1@rfesertain car registrations in the state
and generate approximately $80 million annuallpeédairected to the state’s network of designatedntra hospitals, physicians and
emergency medical services. We operate two trawspitals in Georgia, however, we cannot predigbters will approve the amendment or
how the resulting funds will be distributed if $ &approved.

In May 2010, the Governor signed legislation autting a hospital provider tax to be implementedtfar three state fiscal years
beginning July 1, 2010 and ending June 30, 2011345% of net patient revenues to help balancettte budget and to fund an 11.88%
increase in Medicaid hospital payments, which aree distributed as add-on payments as part akthlar claims reimbursement process.
CMS approved the provider tax program on SepterhBef010, and the state has already begun colieinpayments from hospitals and
distributing Medicaid add-on payments. At this time do not estimate that the difference betwerestpaid by our hospitals and add-on
payments received will have a material impact onresults of operations.

In July 2010, the Governa’Office of Planning and Budget ordered all stggenaies to begin withholding 4% of their budgetimtients
in August and to submit proposed reduction plang%f 6% and 8% by September 1, 2010 in anticipaifanpossible amended state fiscal
2011 budget. Medicaid payments to hospitals weesngted from the 4% withhold. In addition, accordioga memorandum issued by the
Georgia Hospital Association on August 26, 2018,@rorgia Department of Community Health has nopgsed any cuts to Medicaid
inpatient or outpatient hospital payments as plgitber its amended fiscal year 2011 or 2012 bugdggposals; however, we cannot predict
what action the legislature or Governor might teki regard to hospital payments when the legiséataconvenes.

Pennsylvania

In February 2010, the Governor released his 2010-2idget proposal, which targeted certain corgitedssupplemental payments for
reductions. The proposed reductions to inpatiedtanpatient DSH, medical education and commuribeas payments, when combined
with current fiscal year reductions, were expetteceduce net patient revenues for our PennsylMasaitals by approximately $8 million -
the two-year period ending June 30, 2011. Howearelyly 2010, the Governor signed a final 2010-2badget that would avoid the
proposed cuts through implementation of a stateewimspital assessment, or provider tax. The theae{yospital assessment proposal must
be approved by CMS, and we cannot predict whap@a¢@MS might take or when action will be taken. Bnthe legislation, the hospital
assessment program will be accompanied by impleatientof an all-payer refined diagnosis-relatecugr¢ APR-DRG") reclassification
system. If approved and implemented as currentlgleteal, the proposed assessment (which would ket 869% of a hospital’s net patient
revenues in the first year) and conversion to APIRSs, retroactively applied as of July 1, 201@xpected to increase net Medicaid revel
for our two Philadelphia-area hospitals by an estéd $24 million in the 2010-2011 state fiscal year

Separately, the commonwealth was recently awarddddanillion federal grant to fund a pediatric kahformation technology
initiative. Under the grant, our St. Christophetigspital for Children will participate in develogjra statewide pediatric electronic health
record. We estimate that the hospital could realzéo $2 million under the grant.

Tennessee

The State of Tennessee recently established athbgpivider fee equal to 3.52% of net patient naes that is intended to prevent
$659 million (state and federal dollars) in propgbsats to the TennCare program. The hospital fegram received CMS approval in June
2010. The program is not expected to have a matamact on net patient revenues of our Tennesespitals at this time.
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Texas

The Texas Health and Human Services Commissianttsei process of rebasing the Medicaid StandarthbAmount (“SDA”)
rates for all Texas acute care hospitals. The szb8®A rates will be implemented for admissionsuogag on or after
November 1, 2010. The state released preliminay idaMay 2010 with a deadline of June 21, 201Chimspitals to request a review. Ba:
on comments received from hospitals, the statérhplemented a “10/38” plan for the state fiscalrydémat began September 1, 2010 under
which decreases in individual hospital reimbursent&rels will be capped at 10% and increases weiltapped at 38%. The state intends to
eliminate the “10/38” plan for the state fiscal ybaginning September 1, 2011. We estimate thatebasing will increase net revenues for
our Texas hospitals by approximately $2 milliorthie current state fiscal year.

To address a shortfall in the fiscal year endedusu@1, 2010 and a projected shortfall in the qurfiscal year, the state implemented a
1% reduction in Medicaid payments to hospitalsafie September 1, 2010. We estimate that thig@etill reduce traditional Medicaid
inpatient payments to our hospitals in Texas by tean $1 million over the 12-month period thatdre&eptember 1, 2010. In addition, all
state agencies have been instructed to preparebretgiests for the 2012-2013 biennium that idgstfvings equal to 5% of current
allocations, as well as a supplemental schedubgliuhgt an additional 10% reduction (in 5% increngnt

Regulatory and Legislative Changes
Material updates to the information set forth im émnual Report about the Medicare and Medicaidypams are provided below.

Payment and Policy Changes to the Medicare Inpatfeaspective Payment System

On May 21, 2010, CMS issued a notice implementergain statutory measures included in the fedegalth care reform legislation tl
effect the current FFY 2010 inpatient prospectiagrpent system (“IPPS”) payments (“FFY 2010 Notic&ifluding the FFY 2010 0.25%
market basket reduction and a related reductidghamutlier threshold from $23,140 to $23,135. Wierket basket adjustment applies to
discharges on or after April 1, 2010 and beforeoBet 1, 2010. Although CMS projects that the corabiaffect of all changes included in
FFY 2010 Notice will result in a 0.1% increase inrent FFY 2010 payments to hospitals locatedrigdairban areas (populations over one
million), the impact includes a 0.3% increase mdab an extension of geographic adjustments faclwbur hospitals do not qualify. As a
result, we estimate that our revised IPPS ratdsheiteduced by 0.2% effective April 1, 2010. Usan§.2% reduction as applied to our IPPS
payments for the 12 months ended September 30, B @stimated impact of the payment changeseifrEY 2010 Notice is a decrease in
our annual Medicare inpatient net revenues of apprately $3 million. Because of the uncertaintyfadtors that may influence our IPPS
payments by individual hospital, including admissimlumes, length of stay and case mix, we canrmtige any assurances regarding our
estimate.

On July 30, 2010, CMS issued the Changes to th@itébsnpatient Prospective Payment Systems fortd€are Hospitals and Fiscal
Year 2011 Rates (“Final Rule”). The Final Rule ura#s the following payment and policy changes &ffedor discharges on or after
October 1, 2010, the beginning of the FFY:

» A net market basket increase of 2.35%, which inetua full market basket increase of 2.6% minu®tB8% reduction required
the health care reform legislation for Medicareesity-adjusted diagnosis-related group (“MS-DRGpEeating payments for
hospitals reporting specified quality measure datapitals that successfully report quality measimeluded in the Reporting
Hospital Quality Data for Annual Payment UpdateHH@DAPU”) program will receive the 2.35% update #8¥11; hospitals that
do not participate in the quality reporting progreii receive an update of 0.35¢

* Anetincrease of 1.25% for MS-DRG capital paymentsich includes a capital update increase of 1Ingittus the 0.25%
reduction as called for by the health care refargidlation for M-DRG capital payment:

» An additional reduction of 2.9% to the operating @apital rate updates to recoup 50% of the estichaterpayments in FFYs
2008 and 2009 due to hospital coding and docunientptocesses in connection with the transitioM&-DRGs;

» A decrease in the cost outlier threshold from $23,tb $23,075; an
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e The addition of 12 new quality measures to the RA®D program set and the retirement of one meadirefthe new measur
will be considered in determining a hospital’s FEY12 update; the remaining two measures to be tegpar 2011 will be
considered in a hospi’'s FFY 2013 update

CMS projects that the combined effect of all chanigeluded in the Final Rule will result in an aage 0.4% decrease in payments to
hospitals located in large urban areas (populattmes one million). Using a 0.4% reduction as aggblio our IPPS payments for the 12
months ended September 30, 2010, the estimatediropthe payment changes in the Final Rule isaedese in our annual Medicare
inpatient net revenues of approximately $5 milliBecause of the uncertainty of factors that malyerfce our IPPS payments by individual
hospital, including admission volumes, length afysind case mix, we cannot provide any assuraagesding our estimate.

Payment Changes to the Medicare Inpatient Rehabdit Facility Prospective Payment System

On July 16, 2010, CMS issued a notice updatingthepective payment rates for the Medicare Inpatehabilitation Facility (“IRF”)
Prospective Payment System (“PPS”) for FFY 201RF4PPS Rate Notice”). The IRF-PPS Rate Notice oeduthe following payment
changes:

» A net payment increase for IRFs of 2.16%, whiclem$ a 2.5% market basket increase minus a 0.28¥4ction as called for
under the health care reform legislation; .

* Anincrease in the outlier threshold for high costlier cases from $10,652 to $11,4

At September 30, 2010, nine of our general hospapErated inpatient rehabilitation units. CMS ectg that the payment changes ir
IRF-PPS Rate Notice will result in an estimatedltoticrease in aggregate IRF payments of $135anillor 2.16% of total IRF-PPS
payments. This estimated increase includes an ge&20% increase for rehabilitation units in urbasas for FFY 2011. Using the urban
rehabilitation unit impact percentage as applieduoMedicare IRF payments for the 12 months ergkgatember 30, 2010, the annual impact
of the payment changes in the IRF-PPS Rate Not@menmesult in an estimated increase in our Medioawenues of approximately $1 million.
Because of the uncertainty of the factors that méyence our future IRF payments, including legisle action, admission volumes, lengtl
stay and case mix, and the impact of complianck IRE admission criteria, we cannot provide anyiessces regarding our estimate of the
impact of these changes.

Payment Changes to the Medicare Inpatient Psydhi&cility Prospective Payment System

On April 29, 2010, CMS issued a Notice of the MadéicInpatient Psychiatric Facility (“IPF") ProspeetPayment System Update for
the rate year beginning July 1, 2010 (“IPF-PPS &&3)i The IPF-PPS Notice includes the following ment changes:

* Anupdate to the IPF payment equal to the marksdtaof 2.4%, minus the 0.25% reduction as calbledy the health care refo
legislation; anc

» A decrease in the fixed dollar loss threshold amdéamoutlier payments from $6,565 to $6,3

At September 30, 2010, 11 of our general hospitpésated inpatient psychiatric units. CMS projelatd the combined impact of the
payment changes will yield an average 2.26% iner@apayments for all IPFs (including psychiatrigts in acute care hospitals), and an
average 2.29% increase in payments for psychiatits of acute care hospitals located in urbansangaing the urban psychiatric unit impact
percentage as applied to our Medicare IPF paynientee 12 months ended June 30, 2010, the anmymdt of all payment changes on our
psychiatric units may result in an estimated insesia our Medicare revenues of approximately $lionil Because of the uncertainty of the
factors that may influence our future IPF paymeimisuding future legislation, admission volumesndth of stay and case mix, we cannot
provide any assurances regarding our estimatesdfitpact of these changes.

Proposed Payment and Policy Changes to the Medidaspital Outpatient Prospective Payment System

On July 2, 2010, CMS released the Proposed Chaodhe Hospital Outpatient Prospective Paymenté3ygtOPPS”) and Calendar
Year (“CY”) 2011 Payment Rates (“OPPS Proposed 'Rulde OPPS Proposed Rule includes the followiagrpent and policy proposals:

e A net update to OPPS payments equal to the estinmadeket basket of 2.15%, which takes into accaun®25% reduction
mandated by the health care reform legislationpttals that did not take part in the Hospital Otigra Quality Data Reporting
Program or that did not successfully report thegliy measures will have their update reducedaay percentage point
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e Continued use of the same quality reporting measioreCY 2011 as are in effect for CY 2010 for gay-forreporting program |
order to receive the full OPPS upd:

» A planned three-year expansion of Hospital Outpaf@epartment quality measures beginning in 20MSGs proposing to
increase the current 11 quality measures by adait@mbination of structural, imaging efficiency arithrt-abstracted measures,
bringing the total number of outpatient measure30tdy 2014

» Implementing policies for the changes passed i##dth care reform legislation related to physicalf-referral and the whole
hospital exception (the proposed rule affirms tlee&mber 31, 2010 deadline for new facilities toehplrysician investment and a
Medicare provider agreement in place);

» Relaxation of the direct supervision requirementcirtain “nonsurgical extended duration therapyises” (16 procedure codes
are proposed as services qualifying for the propqsdicy change)

CMS projects that the combined impact of the predgsayment and policy changes in the OPPS Propgsiedwill yield an average
2.2% increase in payments for all hospitals anehaarage 2.2% increase in payments for hospitdéerge urban areas (populations over 1
million). According to CMS’ estimates, the projettennual impact of the proposed payment and pcoh@anges in the OPPS Proposed Rule
on our hospitals is a $7 million increase in Medicautpatient revenues. Because of the uncerteggigrding the proposals and other factors
that may influence our future OPPS payments, inolygtolumes, case mix and physician supervisiomireqents, we cannot provide any
assurances regarding this estimate.

The American Recovery and Reinvestment Act of 2009

On July 13, 2010, CMS issued two final rules raldtethe adoption and dissemination of electromialth records (“EHRs”One of the
rules defines the “meaningful use” requirements tivsspitals and other providers must meet to qué#dif federal incentive payments for
adopting EHRs under ARRA. The meaningful use fi# includes the following provisions:

* Arequirement that hospitals meet 14 core objestared select five objectives from a menu of 10awati objectives for
demonstrating that they are meaningful users of €Hife remaining five optional objectives may b&eded until year two
(CM€E original proposal required hospitals to meet 2 otiyes);

» Arequirement that hospitals meet 15 clinical gyatieasures, instead of 35 as originally propo
» A postponement of the administrative simplificatmsjectives for electronic claims submission andilelity checks; anc

« Alimitation on the ability of states to tailor tifiederal meaningful use definition only as it parsaspecifically to public health
objectives and data registrit

The other final rule released on July 13, 2010 diess the technical capabilities required for ¢edi EHR technology. Hospitals and
other providers must adopt certified EHR technolagp/well as demonstrate meaningful use to quadifyhe federal incentive payments.

Health Care Reform Legislation

In March 2010, President Obama signed the Patienié€&ion and Affordable Care Act as amended byHéealth Care and Education
Reconciliation Act of 2010 (“Health Care Reform liggtion”) into law. The new law will result in s\wping changes across the health care
industry. The primary goal of this comprehensigidiation is to extend health coverage to approsaéhge32 million uninsured legal U.S.
residents through a combination of public progragpession and private sector health insurance refoiflifa fund the expansion of insurance
coverage, the legislation contains measures dasigngromote quality and cost efficiency in healdne delivery and to generate budgetary
savings in the Medicare and Medicaid programs. Yéauaable to predict the full impact of the Hedlthre Reform Legislation at this time
due to the law’s complexity and current lack of lempenting regulations or interpretive guidance. ldeer, we expect that several provisions
of the Health Care Reform Legislation, includinggb described below, will have a material effecbonbusiness.
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Public Program Reformd.he Health Care Reform Legislation expands eligibinder existing Medicaid programs to non-pregnan
adults with incomes up to 138% of the federal ptwikavel beginning in 2014. Further, the law pesstates to create federally funded, non-
Medicaid plans for low-income residents not eligibbr Medicaid. However, the Health Care Reformikkegion also contains a number of
provisions designed to significantly reduce Medécand Medicaid program spending, including:

* negative adjustments to the annual market baskksttap for Medicare inpatient, outpatient, long-te@ente and inpatient
rehabilitation prospective payment systems begmirinmediately, as well as additional “productivégjustments” beginning in
2011, anc

» reductions to Medicare and Medicaid DSH paymentgriméng in 2013 as the number of uninsured indigldweclines

Any reductions to our reimbursement under the Ma@i@and Medicaid programs by the Health Care Refargislation could adversely
affect our business and results of operationseegient such reductions are not offset by incebasesnues from providing care to
previously uninsured individuals.

In addition, the Health Care Reform Legislationtedms a number of provisions intended to improwedhbality and efficiency of
medical care provided to Medicare and Medicaid beiagies. For example, the legislation expandsnpant penalties based on a hospital’s
rates of hospital-acquired conditions (“HACs"). @ntly, Medicare no longer assigns an inpatienphakdischarge to a higher paying MS-
DRG if a selected HAC was not present on admisddfective July 1, 2011, the Health Care Reformikkgion will likewise prohibit the us
of federal funds under the Medicaid program to tminse providers for medical assistance providecdett HACs. Beginning in FFY 2015,
hospitals that fall into the top 25% of nationakriadjusted HAC rates for all hospitals in the pras year will also receive a 1% reduction in
Medicare payment rates. For discharges occurrimggla fiscal year beginning on or after Octobe2d12, hospitals with excessive
readmissions for certain conditions will receivdueed Medicare payments for all inpatient admissi@eparately, under a Medicare value-
based purchasing program that will be launched=¥i E013, hospitals that satisfy certain performastemdards will receive increased
payments for discharges during the following fisgadr. These payments will be funded by decreaspayments to all hospitals for inpatient
services. For discharges occurring during FFY 281d after, the performance standards must assspgdi@fficiency, including Medicare
spending per beneficiary. In addition, the HealtteCReform Legislation directs CMS to launch aoral pilot program to study the use of
bundled payments to hospitals, physicians and @aste care providers relating to a single admisgigromote collaboration and alignment
on quality and efficiency improvement.

The Health Care Reform Legislation also makes cbaung the “whole hospital” exception in Section 187 the Social Security Act
(commonly referred to as the “Stark” law), effeeliy preventing new physician-owned hospitals dftarch 23, 2010 and limiting the
capacity and amount of physician ownership in égsphysician-owned hospitals. As revised, thelSkawr prohibits physicians from
referring Medicare patients to a hospital in whilsby have an ownership or investment interest grites hospital has physician ownership
and a Medicare provider agreement as of March @B0 Zor, for those hospitals under developmentf @&ecember 31, 2010). A physician-
owned hospital that meets these requirements iilbe subject to restrictions that limit the hasfis aggregate physician ownership and,
with certain narrow exceptions for high Medicaidshitals, prohibit expansion of the number of ogegatooms, procedure rooms or beds.
The legislation also subjects a physician-ownegitalsto reporting requirements and extensive dmete requirements on the hospital’s
website and in any public advertisements.

Furthermore, the Health Care Reform Legislationtaimis provisions relating to recovery audit cortives (“RACs”), which are third-
party organizations under contract with CMS thaniify underpayments and overpayments under thaddegiprogram and recoup any
overpayments on behalf of the government. The Headire Reform Legislation expands the RAC prograsodpe to include Medicaid
claims by requiring all states to enter into coctisavith RACs by December 31, 2010.

Health Insurance Market Reform3he Health Care Reform Legislation contains mwiovis, which do not become effective until 2014,
requiring individuals to obtain, and employers toyide, insurance coverage. In addition, the laguies states to establish a health insur
exchange. The Health Care Reform Legislation atsabdishes a number of health insurance marketmsfoincluding bans on lifetime limits
and pre-existing condition exclusions, new bemafindates, and increased dependent coverage. Saltgifgroup health plans and health
insurance issuers offering group or individual cage (“Plans”):

* may not establish lifetime limits or, beginning dary 1, 2014, annual limits on the dollar valudenhefits;

* may not rescind coverage of an enrollee, excejptsitances where the individual has performed awm@ptactice that constitutes
fraud or makes an intentional misrepresentatiomaterial fact
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* must reimburse hospitals for emergency servicegiged to enrollees without prior authorization amithout regard to whether a
participating provider contract is in place; ¢

e must continue to make dependent coverage availahiemarried dependents until age 26 (coveragthtodependents of
unmarried adult children is not required) effectivehealth plan policy years beginning on or aeptember 23, 2010 (for Plans
that offer dependent coverag

It is not clear what impact, if any, the increasétigations on managed care payers and other payposed by the Health Care Refc
Legislation will have on our ability to negotiatimbursement increases.

Other Provisions Medicare and Medicaid anti-kickback and anti-ft@und abuse amendments codified under Section 1bh28Bthe
Social Security Act (the “Anti-kickback Statute™ghibit certain business practices and relatiorstiat might affect the provision and cost
of health care services payable under the MedmagdeMedicaid programs and other government programaisiding the payment or receipt
of remuneration for the referral of patients whoaee will be paid for by such programs. The He@léine Reform Legislation now provides
that knowledge of the law or the intent to violdite law is not required and also provides that $s&ion of a claim for services or items
generated in violation of the Anti-kickback Statatestitutes a false or fraudulent claim and maguigect to additional penalties under the
federal False Claims Act (“FCA"). Sanctions for kating the Anti-kickback Statute include criminaldacivil penalties, as well as fines and
possible exclusion from government programs, ssddedicare and Medicaid.

Furthermore, the Health Care Reform Legislationaexis the scope of the FCA, which allows privatéviddals to bring qui tam or
“whistleblower” actions on behalf of the governmeaiteging that a hospital or health care provitkes defrauded a federal or state
government program, such as Medicare or Medichitiel government intervenes in the action and pievhe defendant may be required to
pay three times the actual damages sustained lgotlernment, plus mandatory civil penalties fortetadse claim submitted to the
government. As part of the resolution of a qui tzase, the party filing the initial complaint mayash in a portion of any settlement or
judgment. If the government does not intervend@dction, the qui tam plaintiff may continue tasue the action independently. There
many potential bases for liability under the FCAaHility often arises when an entity knowingly sutsra false claim for reimbursement to
the federal government. The FCA defines the termotkingly” broadly. Though simple negligence willtrgive rise to liability under the
FCA, submitting a claim with reckless disregardtsaruth or falsity constitutes a “knowing” subrsign under the FCA and, therefore, will
qualify for liability. The Fraud Enforcement andd®eery Act of 2009 expanded the scope of the FCAalyong other things, creating
liability for knowingly and improperly avoiding regment of an overpayment received from the govemmed broadening protections for
whistleblowers. Under the Health Care Reform Legish, the knowing failure to report and returncarerpayment within 60 days of
identifying the overpayment or by the date a cquoesling cost report is due, whichever is later stitutes a violation of the FCA. Further,
the Health Care Reform Legislation expands thesabphe FCA to cover payments in connection whii new health insurance exchange
be created by the legislation, if those paymerdhide any federal funds.

The Health Care Reform Legislation also containsmber of other additional provisions, includingysions relating to:

» the establishment of a Center for Medicare and badilnnovation within CMS, which will have the hatity to develop and test
new payment methodologies designed to improve titadity of care and lower cost

» the creation of an Independent Payment Advisoryr@tizat will make recommendations to Congress idiggradditional changes
to provider payments and other aspects of them’'s health care system; a

e new taxes on manufacturers and distributors ofrphaeuticals and medical devices used by our hdspis well as a requireme
that manufacturers file annual reports of paymerdse to physician:

Many of the law’s provisions will not take effectrfmonths or several years, while others are éfieanmediately. Many provisions
also will require the federal government and indiidl state governments to interpret and implentennew requirements. In addition, the
Health Care Reform Legislation remains the suljésignificant debate, and proposals to repeakktr amend the law have been
introduced in Congress and many state legislat&iasally, a number of state attorneys general lide@ legal challenges to the Health Care
Reform Legislation seeking to block its implemeiataton constitutional grounds. Because of the mamables involved, we are unable to
predict the net effect on us of the reductions edMare and Medicaid spending, the expected inesgasrevenues from providing care to
previously uninsured individuals, and numerous ofitevisions in the law that may affect us. Foritiddal information regarding the
uncertainties associated with the Health Care Retaggislation, see Iltem 1A of Part Il of our Q1 2(Horm 10-Q.
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PRIVATE INSURANCE
Managed Care

We currently have thousands of managed care castnath various health maintenance organizatiohB{Os”) and preferred provider
organizations (“PPOs"). HMOs generally maintairubi-§ervice health care delivery network compriség@hysician, hospital, pharmacy and
ancillary service providers that HMO members museas through an assigned “primary care” physidiaie. membes care is then manag
by his or her primary care physician and other nétwroviders in accordance with the HMQO'’s quaéigsurance and utilization review
guidelines so that appropriate health care cariflugeatly delivered in the most cost-effective nmam. HMOs typically provide reduced
benefits or reimbursement (or none at all) to theémbers who use non-contracted health care prsvidenon-emergency care.

PPOs generally offer limited benefits to members wke norcontracted health care providers. PPO members wheentracted heal
care providers receive a preferred benefit, typidalthe form of lower co-payments, co-insuranceleductibles. As employers and
employees have demanded more choice, managedlaasshave developed hybrid products that combiemehts of both HMO and PPO
plans.

The amount of our managed care net patient revedwrésy the nine months ended September 30, 20d2@@9 was $3.7 billion and
$3.6 billion, respectively. Approximately 63% ofrananaged care net patient revenues for the nimehe@nded September 30, 2010 was
derived from our top ten managed care payers. Naltjpayers generate approximately 45% of our tetaimanaged care revenues. The
remainder comes from regional or local payers. d&thiseptember 30, 2010 and December 31, 2009, d@pmately 57% of our net accounts
receivable related to continuing operations were fdom managed care payers.

Revenues under managed care plans are based prioragayment terms involving predetermined ratesdiagnosis, per-diem rates,
discounted fee-for-service rates and other sinsitartractual arrangements. These revenues arewgrsto review and possible audit by the
payers. The payers are billed for patient servicean individual patient basis. An individual patis bill is subject to adjustment on a patient-
by-patient basis in the ordinary course of businesthbyayers following their review and adjudicatafreach particular bill. We estimate !
discounts for contractual allowances at the indigichospital level utilizing billing data on an im@lual patient basis. At the end of each
month, on an individual hospital basis, we estintateexpected reimbursement for patients of managesl plans based on the applicable
contract terms. We believe it is reasonably likelythere to be an approximately 3% increase oredese in the estimated contractual
allowances related to managed care plans. A 3%aéseror decrease in the estimated contractualailcewvould impact the estimated
reserves by approximately $8 million. Some of thetdrs that can contribute to changes in the coiahallowance estimates include:

(1) changes in reimbursement levels for procedwgsplies and drugs when threshold levels aredrig (2) changes in reimbursement
levels when stop-loss or outlier limits are reagh@ychanges in the admission status of a patieatto physician orders subsequent to initial
diagnosis or testing; (4) final coding of in-hows® discharged-not-final-billed patients that clrgimbursement levels; (5) secondary
benefits determined after primary insurance paysjertd (6) reclassification of patients among iaeae plans with different coverage lev
Contractual allowance estimates are periodicallyerged for accuracy by taking into consideratiomkn contract terms, as well as payment
history. Although we do not separately accumulaie disclose the aggregate amount of adjustmentetestimated reimbursement for every
patient bill, we believe our estimation and revigwcess enables us to identify instances on ayibvesis where such estimates need to be
revised. We do not believe there were any adjustsrterestimates of individual patient bills thatresenaterial to our revenues. In addition,

a corporate-wide basis, we do not record any gépesaision for adjustments to estimated contrakciawances for managed care plans.

We expect managed care governmental admissiormtmae to increase as a percentage of total maneaye admissions over the n
term. However, the managed Medicare and Medicadrance plans typically generate lower yields tt@mmercial managed care plans,
which have been experiencing an improved priciegdr Although we have had 21 consecutive quarfésproved year-over-year managed
care pricing, we expect some moderation in themipercentage increases in the future. It is tesrovhat impact, if any, the increased
obligations on managed care and other payers indgmséhe Health Care Reform Legislation will haveaur ability to negotiate
reimbursement increases.

In the nine months ended September 30, 2010, sumarcial managed care net inpatient revenue peisaam from our acute care
hospitals was approximately 71% higher than ouregggte yield on a per admission basis from govempayers, including managed
Medicare and Medicaid insurance plans.
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Indemnity

An indemnity-based agreement generally requiresnthgrer to reimburse an insured patient for hegdite expenses after those
expenses have been incurred by the patient, subjechumber of policy conditions and exclusionsliké an HMO member, a patient with
indemnity insurance is free to control his or héliaation of health care and selection of healihecproviders.

SELF-PAY PATIENTS

Self-pay patients are patients who do not quatifygfovernment programs payments, such as Medicard/adicaid, and who do not
have some form of private insurance and, therefeeresponsible for their own medical bills. Arsfggant portion of our self-pay patients is
being admitted through our hospitals’ emergencyadepents and often requires high-acuity treatmiggtis more costly to provide and,
therefore, results in higher billings, which are thast collectible of all accounts. We believd tha level of self-pay patients has been higher
in the last several years than previous periods@aecombination of broad economic factors, ingigdncreased unemployment rates,
reductions in state Medicaid budgets, increasimgbrrs of individuals and employers who choose m@utrchase insurance, and an incre:
burden of co-payments and deductibles to be magatignts instead of insurers.

Selfpay accounts pose significant collectability prote At both September 30, 2010 and December 3B, 2(proximately 7% of o
net accounts receivable related to continuing dimerawere due from self-pay patients. Furtheigaiicant portion of our provision for
doubtful accounts relates to self-pay patientsyelbas co-payments and deductibles owed to usabigmts with insurance. We have
performed systematic analyses to focus our attemtiothe drivers of bad debt for each hospital. lé/émergency department use is the
primary contributor to our provision for doubtfud@unts in the aggregate, this is not the cask ladspitals. As a result, we are increasing
our focus on targeted initiatives that concentoatenon-emergency department patients as well. Tindsgives are intended to promote
process efficiencies in working self-pay accouassyell as cggayment and deductible amounts owed to us by gatieith insurance, that v
deem highly collectible. We are dedicated to madiyand refining our processes as needed, enhaaainigchnology and improving staff
training throughout the revenue cycle in an efforincrease collections and reduce accounts reuleiva

Over the longer term, several other initiativeshage previously announced should also help addnésshallenge. For example, our
Compact with Uninsured PatientS€Compact”) is designed to offer managed care-stiygeounts to most uninsured patients, which ersale
to offer lower rates to those patients who histdhjchave been charged standard gross chargegnfisant portion of those charges had
previously been written down in our provision farutbtful accounts. Under the Compact, the discoffeted to uninsured patients is
recognized as a contractual allowance, which resineé operating revenues at the time the self-pegumts are recorded. The uninsured
patient accounts, net of contractual allowancegroet, are further reduced to their net realizablae through provision for doubtful
accounts based on historical collection trendsédi-pay accounts and other factors that affeceitenation process.

On July 21, 2010, President Obama signed into teeARestoring American Financial Stability Act ofil20(the “Dodd-Frank
Act”). Among other things, the Dodd-Frank Act edislies a new Consumer Financial Protection Agef€#RA”) within the Federal
Reserve and authorizes the CFPA to promulgate aggnk to promote transparency, simplicity, faisjesccountability and equal access in
the market for consumer financial products or sswj including debt collection services. We arduatang the potential impact of this
legislation on the operations of our Conifer sulasid Because the legislation gives significantdition to the CFPA in establishing
regulatory requirements and enforcement priorities,extent to which our operations could be afféatill not be known until the agency is
established and begins issuing regulations.

The estimated costs (based on selected operatpensas, which include salaries, wages and bengidipplies and other operating
expenses) of caring for our self-pay patients ierthree months ended September 30, 2010 and 28@%approximately $97 million and
$99 million, respectively, and for the nine monémsled September 30, 2010 and 2009 were $285 mdlhidr272 million, respectively. We
also provide charity care to patients who are fomgty unable to pay for the health care serviteytreceive. Most patients who qualify for
charity care are charged a per-diem amount foligeswreceived, subject to a cap. Except for thedmn amounts, our policy is not to pursue
collection of amounts determined to qualify as @iiarare; therefore, we do not report these amountgt operating revenues or in provision
for doubtful accounts. Most states include an egsnof the cost of charity care in the determimatiba hospital's eligibility for Medicaid
DSH payments. The estimated costs (based on thetsdloperating expenses described above) of davirdparity care patients for the three
months ended September 30, 2010 and 2009 werexaptely $36 million and $30 million, respectivebnd for the nine months ended
September 30, 2010 and 2009 were approximatehn®@ion and $88 million, respectively. Our methofineasuring the estimated costs |
adjusted self-pay/charity patient days multipligdsklected operating expenses per adjusted pa@gniThe adjusted self-pay/charity patient
days represents actual self-pay/charity patiens daljusted to include self-pay/charity outpatiem/iees by multiplying actual self-
pay/charity patient days by the sum of gross sajfigharity inpatient revenues and gross self-payithoutpatient revenues and dividing the
results by gross self-pay/charity inpatient revenue
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RESULTS OF OPERATIONS

The following two tables summarize our net opeatievenues, operating expenses and operating infromecontinuing operations,
both in dollar amounts and as percentages of rexatipg revenues, for the three and nine montheaB&ptember 30, 2010 and 2009:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Net operating revenue
General hospital $2,20( $2,207 $6,72% $6,601
Other operation 62 55 181 152
Net operating revenues 2,262 2,262 6,90¢ 6,75
Operating expense
Salaries, wages and bene 977 954 2,93: 2,86¢
Supplies 39C 38¢ 1,18: 1,17t
Provision for doubtful accoun 187 19¢ 54¢ 51€
Other operating expenses, 50t 48€ 1,47C 1,43(C
Depreciation and amortizatic 101 97 292 291
Impairment of lon-lived assets and goodwill, and restructuring cha 3 7 1 13
Litigation and investigation cos 2 3 6 13
Operating income $ 97 $ 13¢ $ 46¢ $ 447
Three Months Ended Nine Months Ended
September 30, September 30,
~ 2010 2009 2010 2009
Net operating revenue
General hospital 97.2% 97.€% 97.2% 97.71%
Other operation 2.7% 2.4% 2.€% 2.2%
Net operating revenues 100.(% 100.(% 100.(% 100.(%
Operating expense
Salaries, wages and bene 43.2% 42.2% 42.5% 42.5%
Supplies 17.2% 17.2% 17.1% 17.%%
Provision for doubtful accoun 8.3% 8.5% 8.C% 7.€%
Other operating expenses, 22.2% 21.5% 21.2% 21.2%
Depreciation and amortizatic 4.5% 4.3% 4.2% 4.3%
Impairment of lon-lived assets and goodwill, and restructuring cha 0.1% 0.3% — % 0.2%
Litigation and investigation cos 0.1% 0.1% 0.1% 0.2%
Operating income 4.2% 5.9% 6.6% 6.6%

Net operating revenues of our continuing generaphals include inpatient and outpatient revenassyell as nonpatient revenues (prima
rental income, management fee revenue and incamnedervices such as cafeterias, gift shops andrgrind other miscellaneous revenue.
Net operating revenues of other operations primpanhsist of revenues from (1) physician practi¢2sa lon-term acute care hospital and
(3) a rehabilitation hospital, which we closed dgrthe three months ended March 31, 2009. Noneofhdividual hospitals represented
more than 5% of our net operating revenues fonthe months ended September 30, 2010, and nonadividual hospitals represented m
than 5% our total assets, excluding goodwill anidrtompany receivables, at September 30, 2010.

Net operating revenues from our other operationg$&81 million and $152 million in the nine montrsded September 30, 2010 and
2009, respectively. The increase in net operativgmues from other operations during 2010 primaelgtes to our additional owned
physician practices. Equity earnings for unconsaéd affiliates, included in our net operating reves from other operations, were $2 mil
for both the three months ended September 30, 20d@2009, and $4 million and $5 million for theaimonths ended September 30, 2010
and 2009, respectively.
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The tables below show certain selected historipatating statistics for our continuing hospitals.

Three Months Ended September 30, Nine Months Ended September 30,
Increase Increase
Admissions, Patient Days and Surgeries 2010 2009 (Decrease 2010 2009 (Decrease
Commercial managed care admissi 30,66¢ 33,55 (8.6% 94,15¢ 101,98! (7.7%
Governmental managed care admiss 29,24¢ 30,03¢ (2.60% 89,19 90,161 (1.)%
Medicare admissior 36,34¢ 37,523 (3.)% 115,84! 119,07: (2.7%
Medicaid admission 16,85 16,80¢ 0.2% 50,18¢ 48,30 3.8%
Uninsured admissior 5,88: 6,251 (5.9% 18,131 17,76( 2.1%
Charity care admissior 3,09( 2,66: 16.(% 7,702 8,13¢ (5.9%
Other admission 3,55¢ 3,417 4.2% 10,77« 10,48( 2.8%
Total admission 125,64! 130,25¢ (3.5% 385,99! 395,90: (2.5%

Paying admissions (excludes charity and uninst ~ 116,67: 121,34« (3.9% 360,15¢ 370,00! (2.7%
Total government program admissic 82,44t 84,37t (2.9% 255,22: 257,54( (0.9%
Charity admissions and uninsured admiss 8,97: 8,91¢ 0.7% 25,83¢ 25,89¢ (0.2)%
Admissions through emergency departrr 72,91« 74,02t (1.5% 226,00: 226,81! (0.9%
Commercial managed care admissions as a

percentage of total admissia 24.2% 25.8% (2.49%(2) 24.2% 25.8% (1.4)%(1)
Emergency department admissions as a percent

total admission: 58.(% 56.£% 1.2%(1) 58.€% 57.2% 1.2%(2)
Uninsured admissions as a percentage of total

admission: 4.7% 4.8% (0.2)%(2) 4.7% 4.5% 0.2%(1)
Charity admissions as a percentage of total

admission: 2.5% 2.C% 0.5%(1) 2.C% 2.1% (0.2)%(1)
Surgeries inpatient 37,91¢ 39,31¢ (3.6% 113,11 116,54« (2.9%
Surgeries outpatient 53,14¢ 53,12 0.1% 157,23: 157,69¢ (0.9%

Total surgerie: 91,06¢ 92,431 (1.5)% 270,34° 274,24: 1.9%

Patient day- total 596,81( 622,42 (4.1)% 1,864,12 1,924,77 (3.2%
Adjusted patient days(: 913,04¢ 935,37! (2.9% 2,800,48: 2,854,68! (1.9%
Patient day— commercial managed cs 120,32¢ 133,16( (9.6)% 374,97: 408,48« (8.2%
Average length of stay (day 4.7 4.8 0.D(1) 4.8 4.9 (0.1)(1)
Adjusted patient admissions( 193,67( 197,16« (1.89% 584,40 591,22¢ (1.2%
Number of general hospitals (at end of peri 49 49 — (D 49 49 — (D
Licensed beds (at end of peric 13,43( 13,41¢ 0.1% 13,43( 13,41¢ 0.1%
Average licensed be( 13,42 13,41¢ — % 13,43( 13,41 0.1%
Utilization of licensed beds(: 48.2% 50.4% (2.1)%(1) 50.8% 52.€% (1.8)%(1)

(1) The change is the difference between the 2010 @68l @mounts showi

(2) Adjusted patient days/admissions representsbpatient days/admissions adjusted to includpaiignt services by multiplying actual
patient days/admissions by the sum of gross inpatévenues and outpatient revenues and dividiagabults by gross inpatient
revenues

(3) Utilization of licensed beds represents patiensdiiyided by number of days in the period dividgdalerage licensed bec

41



Table of Contents

Three Months Ended September 30, Nine Months Ended September 30,
Increase Increase
Outpatient Visits 2010 2009 (Decrease 2010 2009 (Decrease
Commercial managed care vis 332,62! 355,00° (6.9% 995,17! 1,059,05! (6.0%
Governmental managed care vit 195,32¢ 190,84¢ 2.2% 580,92¢ 564,92: 2.8%
Medicare visits 208,76 213,14¢ (2.1)% 639,20 645,27 (0.9%
Medicaid visits 77,07( 77,05t — % 231,81: 226,72: 2.2%
Uninsured visits 96,44¢ 99,11¢ 2.7% 285,73: 287,12: (0.5%
Charity care visit: 7,932 7,11¢ 11.5% 20,01¢ 22,05 (9.2%
Other visits 58,14( 53,67¢ 8.3% 165,05¢ 157,61: 4.7%
Total visits 976,31( 995,96¢ (2.0% 2,917,93 2,962,75! (1.5%

Paying visits (excludes charity and uninsur 871,93( 889,73! (2.00% 2,612,18 2,653,58: (1.6)%
Total government program visi 481,16! 481,05: — % 1,451,94 1,436,91 1.C%
Surgery visits 53,14¢ 53,12: 0.1% 157,23: 157,69¢ (0.9%
Emergency department vis 359,65¢ 366,02! 1.7% 1,072,08: 1,084,12: (1.1)%
Charity visits and uninsured vis 104,38 106,23: 2.7% 305,75: 309,17¢ (1.2)%
Charity visits and uninsured visits as a percentdge

total visits 10.7% 10.7% — %(1) 10.5% 10.%% 0.1%(1)
Paying visits as a percentage of total vi 89.2% 89.2% — %(1) 89.5% 89.6% (0.2)%(1)
Commercial visits as a percentage of total v 34.1% 35.6% (1.5)%(1) 34.1% 35.7% (1.€)%(1)

(1) The change is the difference between 2010 and a26@funts showr

Three Months Ended September 30, Nine Months Ended September 30,

Increase Increase
Revenues 2010 2009 (Decrease 2010 2009 (Decrease
Net operating revenut $ 2,262 $ 2,262 — % $ 690« $ 6,75¢ 2.2%
Net patient revenues from commercial managed $ 904 $ 89¢ 0% $ 2,731 $ 2,68( 1.9%
Revenues from the uninsur $ 165 $ 16¢ 36 $ 487 $ 47cC 3.6%
Net inpatient revenues( $ 1,43C $ 1,46¢ 25% $ 4,45: $ 4,421 0.7%
Net outpatient revenues( $ 734 $ 70¢ 38% $ 2,17 $ 2,07¢ 4.5%

(1) Netinpatient revenues and net outpatient reveareesomponents of net operating revenues. Netigrgaevenues include s-pay
revenues of $63 million and $71 for the three memthded September 30, 2010 and 2009, respectaraly$195 million for both the
nine months ended September 30, 2010 and 200%Qutjgatient revenues include self-pay revenues 00$iillion and $98 million for
the three months ended September 30, 2010 and 28@fectively, and $292 million and $275 milliom fbe nine months ended
September 30, 2010 and 2009, respecti\

Three Months Ended September 30, Nine Months Ended September 30,

Increase Increase

Revenues on a Per Admission, Per Patient Day and iPéisit Basis 2010 2009 (Decrease 2010 2009 (Decrease
Net inpatient revenue per admiss $ 11,38 $ 11,25t 1.1% $11,53¢ $11,16" 3.3%
Net inpatient revenue per patient ¢ $ 239% $ 2,35t 1.7% $ 2,38¢ $ 2,297 4.C%
Net outpatient revenue per vi $ 75z $ 712 5% $ 745 $ 70z 6.1%
Net patient revenue per adjusted patient admisE) $ 11,17+ $ 11,03 1.2% $11,33¢ $10,99¢ 3.1%
Net patient revenue per adjusted patient da $ 237 $ 2,32 1% $ 2,366 $ 2,27 3.9%
Managed care: net inpatient revenue per admis $ 12,79« $ 12,08¢ 5.8% $12,86: $12,03¢ 6.2%
Managed care: net outpatient revenue per $ 88 % 823 7.2% $ 86 $ 81¢ 6.C%

(1) Adjusted patient days/admissions representsbpatient days/admissions adjusted to includpatignt services by multiplying actual
patient days/admissions by the sum of gross inpatévenues and outpatient revenues and dividiagabults by gross inpatient
revenues
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Three Months Ended September 30, Nine Months Ended September 30,

Increase Increase

Selected Operating Expenses 2010 2009 (Decrease 2010 2009 (Decrease
Salaries, wages and bene $ 977 $ 954 24% $ 2,93t $ 2,86¢ 2.3%
Supplies 39C 38¢ 0.2% 1,18: 1,17¢ 0.7%
Other operating expens 50& 48€ 3.£% 1,47(C 1,43( 2.8%
Total $ 1872 $ 1,82¢ 24% $ 558t $ 547: 2.1%
Rent/lease expense( $ 35 3 34 2% $ 101 $ 10t (3.89%
Salaries, wages and benefits per adjusted patisi2) $ 1,07¢ $ 1,0 4<% $ 1,047 $ 1,00t 4.2%
Supplies per adjusted patient day 427 41€ 2.6% 422 411 2.7%
Other operating expenses per adjusted patient @ 558 51¢ 6.€% 52€ 501 5.C%
Total per adjusted patient d $ 2,05 $ 1,95t 4% $ 199 $ 1,91% 4.1%

(1) Included in other operating expens
(2) Adjusted patient days represent actual patiags adjusted to include outpatient services bytipiying actual patient days by the sum
of gross inpatient revenues and outpatient reveanéslividing the results by gross inpatient reves

Three Months Ended September 30, Nine Months Ended September 30,
Increase Increase

Provision for Doubtful Accounts 2010 2009 (Decrease 2010 2009 (Decrease
Provision for doubtful accoun $ 187 $ 19z (3.)% $ 54¢ $ 51€ 6.4%
Provision for doubtful accounts as a percentageebf

operating revenue 8.2% 8.5% (0.2)%(1) 8.C% 7.6% 0.4%(1)
Collection rate on sepay accounts(z 29.1% 30.2% (1.2%(1) 29.1%% 30.2%% (1.2)%(1)
Collection rate from managed care payers pa 98.2% 97.8% 0.5%(21) 98.2% 97.8% 0.5%(2)

(1) The change is the difference between the 2010 @88 @mounts showi
(2) Self-pay accounts receivable are comprised of both uréasand balan-after insurance receivable

THREE MONTHS ENDED SEPTEMBER 30, 2010 COMPARED TOHREE MONTHS ENDED SEPTEMBER 30, 2009
Revenues

During the three months ended September 30, 2@ @perating revenues from continuing operations fled, which included a 0.5%
decrease in net patient revenues, compared ththe months ended September 30, 2009. Increagpeigiimg, including the provision of
higher acuity services and a favorable shift in g@rtial managed care payer mix, were the largegtibating factors, resulting in a 2.5%
increase in net patient revenues, while declinesiiminpatient admissions and outpatient visitsilted in a 3.0% decrease in net patient
revenues.

Our net inpatient revenues for the three monthgé@eptember 30, 2010 decreased by 2.5% compatieel tioree months ended
September 30, 2009. There were various positivenagdtive factors impacting our net inpatient rexen
Key positive factors include:
« Improved commercial managed care pricing as atrefuénegotiated contracts; a
» The provision of higher acuity services, includag.4% increase in acuity for commercial managee.

Key negative factors include:
» A decrease in commercial managed care admissioB.$¥f;

* A $9 million decrease in favorable cost report atiients of $2 million in the three months ended@aper 30, 2010 comparec
$11 million in the same period in 2009; ¢

* Medicaid DSH payments and other state-funded sigsgigayments of $37 million in the three monthdesh September 30, 2010
compared to $45 million in the three months endegt&nber 30, 200!
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Patient days and total admissions decreased dilmintpree months ended September 30, 2010 comfmatied three months ended
September 30, 2009 by 4.1% and 3.5%, respectiVdybelieve the following factors contributed to theerall decline in our inpatient
volume levels: (1) loss of patients to competingltiecare providers; (2) strategic reduction of/sms related to oufargeted Growth
Initiative , which seeks to de-emphasize or eliminate lesfitgiote service lines; and (3) the current weakneenic conditions, which we
believe have adversely impacted the level of elegirocedures performed at our hospitals.

Net outpatient revenues during the three months@&&ptember 30, 2010 increased 3.5% compared thrde months ended
September 30, 2009, despite a 2.0% decline in doti@latient visits. The primary reasons for theéase in revenues are improved terms of
our commercial managed care contracts and thegioovof higher acuity services. The growth in netipatient revenue per visit of 5.6% was
adversely impacted by a shift in payer mix, inchgla decline in commercial managed care outpatisits as a percentage of total outpatient
visits to 34.1% in the three months ended Septe®@®e2010 as compared to 35.6% in the same pari@da9.

Salaries, Wages and Benefits

Salaries, wages and benefits expense as a pereaftagt operating revenues was 43.2% for the tmeaths ended
September 30, 2010 compared to 42.2% the threehmended September 30, 2009. Salaries, wages aefitb@er adjusted patient day
increased approximately 4.9% in the three montlde@rseptember 30, 2010 as compared to the sanoe re2009. This increase is
primarily due to annual merit increases for our Exyges, higher health benefits costs, increasegranue costs, the effect of lower volumes
on operating leverage and an increase in the nuof@nployed physicians, partially offset by deseshaccruals for annual incentive
compensation. We recorded $3 million of additiomatkers’ compensation expense in the three montied September 30, 2010 due to an
84 basis point decline in the interest rate usesbtonate the discounted present value of projdctiede workerscompensation liabilities. W
recorded a $3 million favorable pension expensesidjent in the three months ended September 30, 20ted to the termination of a fully
funded and frozen retirement plan of a previoustyuired company.

We currently have labor contracts and collectivegaming agreements that cover registered nursegcs and maintenance workers,
and other employees at 10 of our general hospitalalifornia, three of our general hospitals inrtda, one of our general hospitals in
Philadelphia and one of our general hospitals indtan. At September 30, 2010, approximately 19%h@femployees at our hospitals and
related health care facilities were representelhbgr unions. We are in the process of renegogatimr existing labor contracts, nearly all of
which are scheduled to expire in the next five rhenAt this time, we are unable to predict the onte of those negotiations. Furthermore,
we are unable to predict the outcome of union dmjjag activities by labor unions pursuant to therte of our peace accords, as described in
our Annual Report.

Certain of our hospitals have filed protective mlaiwith the Internal Revenue Service (“IRS”) toaeer the employer portion of certain
payroll taxes paid prior to 2005 on behalf of matiresidents. Such claims have been the subjeminsiderable litigation in the health care
industry. In March 2010, the IRS announced thatais conceding that stipends paid to medical retsdeare eligible for exemption from the
taxes. In May 2010, the IRS issued notices to tgersathat had filed protective claims providingthar clarification of the documentation t
would be required before the IRS would proces<thigns. We are in the process of satisfying thasmithentary requirements. When the
documentary process is completed, such claimppfaved by the IRS, could approximate $15 millimeJuding interest. Pending the
completion of the documentary process, we haveauatrded any benefit with respect to such claims.

Included in salaries, wages and benefits expendaoth the three months ended September 30, 201G was $5 million of stock-
based compensation expense.

Supplies

Supplies expense as a percentage of net operatirgues was 17.2% for both the three months enejeii®ber 30, 2010 and 2009;
supplies expense per adjusted patient day incrdas2d% in the three months ended September 3@ @0mpared to the same period in
2009. Supplies expense was unfavorably impactatéincreased utilization of high-cost implants &igh-cost pharmaceuticals, partially
offset by decreases in the cost of pacemakers.rifopmf the increase in supplies expense per &tjysatient day was offset by revenue
growth related to payments we receive from cenpaiyers.
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Provision for Doubtful Accounts

The provision for doubtful accounts as a percentdget operating revenues was 8.3% for the threeths ended September 30, 2010
and 8.5% for the three months ended September083, Provision for doubtful accounts decreased@yn$flion, or 3.1%, in the three
months ended September 30, 2010 as compared santhe period in 2009. The decrease in provisioddoibtful accounts is primarily relat
to a $9 million favorable adjustment for Medicaealltlebts that we will claim on our Medicare cogorgs, improved managed care accounts
receivable balances by aging category and a $&millecrease in uninsured revenues due to a denlumginsured patient volume levels,
partially offset by a 120 basis point decline i oallection rate on self-pay accounts and highiming. Our self-pay collection rate, which is
the blended collection rate for uninsured and bdaafter insurance accounts receivable, declineghpooximately 29.1% in the three months
ended September 30, 2010 from 30.3% in the threghm@nded September 30, 2009.

The table below shows the net accounts receivatilealowance for doubtful accounts by payer at &apier 30, 2010 and
December 31, 2009:

September 30, 2010 December 31, 2009
Accounts
Receivable Accounts
Before Allowance Receivable Allowance
Allowance Alﬁ;\a/\f/(;:'nece
for Doubiful for for Doubtful for
Doubtful Doubtful

Accounts Accounts Net Accounts Accounts Net
Medicare $ 15¢ $ — $ 15¢ $ 16z $ — $ 162
Medicaid 11€ — 11€ 10€ — 10€
Net cost report settlements payable and valuatiowances (27) — (27) (29 — (29
Commercial managed ce 511 57 454 527 62 46~
Governmental managed ce 192 — 192 18t — 18t
Self-pay uninsure: 19t 172 23 204 17t 29
Self-pay balance afte 121 66 55 11¢ 62 56
Estimated future recoveries from accounts assigmedllection

agencie 33 — 33 35 — 35

Other payer: 167 43 124 164 42 122
Total continuing operatior 1,46¢ 33¢ 1,12¢ 1,47 341 1,13¢
Total discontinued operatiol 20 17 3 50 28 22

$ 1,48¢ $ 358 $1,12¢ $ 1,52i $ 366  $1,15¢

A significant portion of our provision for doubtfatcounts relates to self-pay patients, as welbgsayments and deductibles owed to
us by patients with insurance. Collection of acdswaceivable has been a key area of focus, pktigwver the past several years, as we
have experienced adverse changes in our busings@\n$eptember 30, 2010, our collection rate dfigay accounts was approximately
29.1%, including collections from point-of-serviteough collections by our collection agency sulasid We have experienced a downward
trend in our self-pay collection rate over the mstguarters as follows: 31.4% at March 31, 2@®®8% at June 30, 2009; 30.3% at
September 30, 2009; 30.1% at December 31, 2009%28t March 31, 2010 and 29.5% at June 30, 201€sd kelf-pay collection rates
include payments made by patients, includingpagments and deductibles paid by patients withrarste, prior to an account being classi
and assigned to our in-house self-pay collecti@mugr Based on our accounts receivable from selfgadignts and co-payments and
deductibles owed to us by patients with insuranc&eptember 30, 2010, a hypothetical 10% declirmiimself-pay collection rate, or
approximately 3%, would result in an unfavorablgiatinent to provision for doubtful accounts of appmately $6 million.

Payment pressure from managed care payers alsisaffier provision for doubtful accounts. We typig&xperience ongoing managed
care payment delays and disputes; however, werzgntd work with these payers to obtain adequadeiarely reimbursement for our
services. Our estimated collection rate from madagee payers was approximately 98.3% at SepteBiher010 and 98.0% at
December 31, 2009, which includes collections frmint-of-service through collections by our colleatagency subsidiary.

Although we continue to strive to improve our metblmgy for evaluating the collectability of our awmts receivable, we may incur
future charges if there are unfavorable changésarirends affecting the net realizable value afamcounts receivable.
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We manage our provision for doubtful accounts usiogpital-specific goals and benchmarks such am{a) cash collections, (2) point-
of-service cash collections, (3) accounts recewablys outstanding (“AR Days”), and (4) accounteieable by aging category. The
following tables present the approximate aging éyegp of our net accounts receivable from continaipgrations of $1.153 billion and
$1.160 billion at September 30, 2010 and DecembgeP@09, respectively, excluding cost report settlats payable and valuation allowan
of $27 million and $24 million at September 30, @@hd December 31, 2009, respectively:

September 30, 2010

Indemnity,
Managec
Self-Pay
Medicare Medicaid Care and Other Total
0-60 days 96% 69% 78% 27% 71%
61-120 days 3% 21% 12% 30% 15%
121-180 days 1% 10% 5% 13% 6%
Over 180 day: — % — % 5% 3% 8%
Total 10(% 10C% 10(% 10C% g%
December 31, 2009
Indemnity,
Managed
Self-Pay
Medicare Medicaid Care and Other Total
0-60 days 94% 63% 78% 26% 69%
61-120 days 3% 24% 12% 27% 15%
121-180 days 3% 11% 5% 13% 6%
Over 180 day: — % 2% 5% 34% _10%
Total 10(% 10C% 10(% 10C% 100%

Our AR Days from continuing operations were 46 datyisoth September 30, 2010 and December 31, ZR®ays at
September 30, 2010 and December 31, 2009 werewdgthitarget of less than 50 days. AR Days areutatied as our accounts receivable
from continuing operations on the last date ingharter divided by our revenues from continuingrapens for the quarter ended on that date
divided by the number of days in the quarter.

As of September 30, 2010, we had a cumulative tftphtient account assignments dating back at teese years or older of
approximately $4.3 billion related to our contingiioperations being pursued by our collection ageswabgidiary. These accounts have alre
been written off and are not included in our reables or in the allowance for doubtful accountsyéner, an estimate of future recoveries
from all the accounts at collection agencies igaerined based on our historical experience anddedan accounts receivable.

Patient advocates from our Medical Eligibility Pragn (“MEP”) screen patients in the hospital to deiee whether those patients meet
eligibility requirements for financial assistanaegrams. They also expedite the process of applginthese government programs.
Receivables from patients who are potentially bligfor Medicaid are classified as Medicaid pendimgder our MEP, with appropriate
contractual allowances recorded. Based on recemii$r approximately 89% of all accounts in our MEE® ultimately approved for benefits
under a government program such as Medicaid.

The following table shows the approximate amoumeifaccounts receivable in our MEP, still awaititegermination of eligibility
under a government program at September 30, 20d@acember 31, 2009, by aging category:

September 3C December 31
2010 2009
0-60 days $ 85 $ 66
61-120 days 16 18
121-180 days 7 5
Over 180 days(1 — —
Total $ 10€ $ 89

(1) Includes accounts receivable of $11 million 10 million at September 30, 2010 and DecembeBQ9, respectively, that are fully
reserved
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Other Operating Expenses, Net

Other operating expenses as a percentage of nettimgerevenues increased by 0.8% in the three Inscerided September 30, 2010
compared to the three months ended September 39, @@her operating expenses per adjusted patignindreased by approximately 6.6%
in the three months ended September 30, 2010 agarechto the same period in 2009. This increapansipally due to the effect of lower
volumes on operating leverage, increases in this cdsepairs, maintenance and technology senocéracts ($2 million), increased physic
relocation costs ($4 million), increased physicaa medical fees ($2 million), a reduction in imf@tion systems and business office costs
allocable to discontinued operations ($3 millidngreased costs of contracted services ($4 millimcyeased property taxes ($2 million) and
increased hospital provider taxes ($6 million), ethivere substantially offset by additional DSH payts recognized in revenues. These
expenses also included $28 million of malpractigeemse in the three months ended September 30,&@0ipared to $27 million in the three
months ended September 30, 2009. The increaselpmance expense is principally due to an 84 bpsiat decrease in the interest rate used
to estimate the discounted present value of prejefttture malpractice liabilities, which resulteddill million of additional malpractice
expense in the three months ended September 30, gadially offset by a 1% decrease in the nunadf@xpected claims.

Impairment of Long-Lived Assets and Goodwill and Retructuring Charges

During the three months ended September 30, 20d@eworded $3 million of impairment and restructgrcharges for the write-down
of buildings, equipment and other long-lived assgtisnarily capitalized software costs classifiacbther intangible assets, of one of our
previously impaired hospitals to their estimateid ¥alues primarily due to a decline in the faituaof real estate in the market in which the
hospital operates and a decline in the estimaieddiue of equipment. Material adverse trendsunmost recent estimates of future
undiscounted cash flows of the hospital, consisigifit our prior estimates during 2009 and 2008 wingpairment charges were recorded at
this hospital, indicated the carrying value of tiospital’s long-lived assets was not recoveraldenfthe estimated future cash flows. We
believe the most significant factors contributinghie continuing adverse financial trends incluglductions in volumes of insured patients,
shifts in payer mix from commercial to governmemayers combined with reductions in reimbursematetsr from governmental payers, and
high levels of uninsured patients. As a resultpdated the estimate of the fair value of the ragpilong-lived assets and compared the fair
value estimate to the carrying value of the ho$pitang-lived assets. Because the fair value estitmvas lower than the carrying value of the
hospital’s long-lived assets, an impairment chavge recorded for the difference in the amountsekkthe anticipated future financial trends
of this hospital improve to the extent that theéneated future undiscounted cash flows exceed thgiog value of the long-lived assets, this
hospital is at risk of future impairments, partanly if we spend significant amounts of capitatte hospital without generating a
corresponding increase in the hospital’s fair valu# the fair value of the hospital’s real estateequipment continues to decline. The
aggregate carrying value of assets held and ust dfospital for which an impairment charge waerded was $24 million as of
September 30, 2010.

During the three months ended September 30, 208%eworded net impairment and restructuring chao§&3 million, consisting of a
$6 million net impairment charge for the write-dowfbuildings, equipment and other long-lived assptimarily capitalized software costs
classified in other intangible assets, of one affeviously impaired hospitals as described atiovbeir estimated fair values, primarily due
to a decline in the fair value of real estate ia tharket in which the hospital operates, and $lianibf employee severance and other related
costs.

Our impairment tests presume stable, improvingnospme cases, declining results in our hospiteltéch are based on programs and
initiatives being implemented that are designeddoieve the hospital’s most recent projectionthdte projections are not met, or if in the
future negative trends occur that impact our futurdook, further impairments of longred assets and goodwill may occur, and we mawri
additional restructuring charges. Future restriretuof our regions or markets that changes our gibreporting units could also result in
future impairments of our goodwill.

Litigation and Investigation Costs

Litigation and investigation costs in continuingeogtions for the three months ended September(@®, @ere $2 million compared to
$3 million for the three months ended Septembe£809. The 2010 costs primarily relate to changegserve estimates established in
connection with certain governmental reviews furithescribed in Note 11 to the Condensed Consolidairgancial Statements and costs to
defend the Company in various matters. The 200& goénarily relate to amounts paid to indemnifipemer officer of the Company in a
matter to which the Company was not a party antsdosdefend the Company in various matters.
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Interest Expense

During the three months ended September 30, 20d0eworded interest expense of $107 million contpareéb112 million for the three
months ended September 30, 2009. The decreaseinshexpense primarily relates to our repurchateatstanding senior notes during
2009 and 2010. See Note 5 to the Condensed Coasalifinancial Statements for additional detaitsudlour recent debt transactions.

Gain (Loss) from Early Extinguishment of Debt

During the three months ended September 30, 204 @eworded a loss from early extinguishment of délipproximately $55 million,
primarily related to the difference between thecpase prices and the par values of the $782 milggregate principal amount o378 %
senior notes due 2013 that we repurchased durenpetiod, as well as the write-off of unamortizedendiscounts, issuance costs and
unrecognized interest rate hedge settlements assdavith the notes. In addition, we repurchasetiriflion aggregate principal amount of
our 97 /8% senior notes due 2014 and $7 million aggregateipal amount of our 3 4% senior notes due 2015 for total cash of $49
million. See Note 5 to the Condensed Consolidatedrieial Statements for additional details aboutreaent debt transactions.

During the three months ended September 30, 200%eworded a loss from early extinguishment of déljpproximately $22 million
related to the difference between the purchasegaad the par values of the $308 million aggregateipal amount of 9 / % senior notes
due 2015 that we repurchased during the periodietlsas the write-off of unamortized note discouansl issuance costs associated with the
notes. During the three months ended Septemb&(0B3, we also completed open market repurchasasprbximately $68 million aggreg:
principal amount of our senior notes due in 20112 2014 and 2031 for cash of approximately $80ani We recorded a gain from early
extinguishment of debt of approximately $6 millie@iated to the difference between the purchasepaad the par values of the purchased
notes, partially offset by the writeff of unamortized note discounts, issuance casisumrecognized interest rate hedge settlementgiassc
with the notes.

Income Tax Benefit (Expense)

During the three months ended September 30, 20d0eworded an income tax benefit of $1.0 billiompared to $3 million of expen:
during the three months ended September 30, 20@9be&nefit recorded in the 2010 period is primatikg to a decrease in the valuation
allowance for our deferred tax assets. The netedserin the valuation allowance during the threathwended September 30, 2010 is
primarily attributable to the estimated realizatafrdeferred tax assets resulting from the utilabf net operating loss carryforwards against
current year and future years’ taxable income. mythe three months ended September 30, 2010 caftsidering all available evidence,
both positive and negative, we concluded that @igation allowance against our deferred tax agseikl be reduced by approximately
$987 million. See Note 12 to the Condensed ConatglitlFinancial Statements for additional detailuaiioe 2010 tax benefit.

NINE MONTHS ENDED SEPTEMBER 30, 2010 COMPARED TO NIE MONTHS ENDED SEPTEMBER 30, 2009
Revenues

During the nine months ended September 30, 201@pezating revenues from continuing operationseased 2.2%, which included a
1.9% increase in net patient revenues, comparttetnine months ended September 30, 2009. Incr@gapesing, including the provision of
higher acuity services and a favorable shift in owrcial managed care payer mix, were the largedtibating factors, resulting in a 4.1%
increase in net patient revenues, while declinesiminpatient admissions and outpatient visitslted in a 2.2% decrease in net patient
revenues.

Our net inpatient revenues for the nine months é&kptember 30, 2010 increased by 0.7% compaithe teine months ended
September 30, 2009. There were various positivenagdtive factors impacting our net inpatient rexem

Key positive factors include:
« Improved commercial managed care pricing as atrefuénegotiated contracts; a
» The provision of higher acuity services, includag.8% increase in acuity for commercial managee icgatients
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Key negative factors include:
» A decrease in commercial managed care admissions @f;

* An $11 million unfavorable patient revenue adjusitria the nine months ended September 30, 201@ckta the portion of our
bad debts that will not be reimbursed by Medicare]

* Anunfavorable patient revenue adjustment of apprately $20 million ($14 million related to prioegrs and $6 million related
to the current year) in the nine months ended $apte 30, 2010 for the estimated impact on our D&fhgents as a result of
estimated lower SSI percentages at certain of ospitals ($23 million in the nine months ended 8efiter 30, 2009

Patient days and total admissions decreased diméngine months ended September 30, 2010 compatbd hine months ended
September 30, 2009 by 3.2% and 2.5%, respecti@ly patient volumes in the nine months ended Sdpge0, 2010 were partially
adversely impacted by a decline in flu-related wodg, as well as weather-related disruptions. Wie\eethe following factors also
contributed to the overall decline in our inpatigalume levels: (1) loss of patients to competieglth care providers; (2) strategic reduction
of services related to oliargeted Growth Initiative which seeks to demphasize or eliminate less profitable servicestimad (3) the currel
weak economic conditions, which we believe havesagbly impacted the level of elective proceduraefopmed at our hospitals.

Net outpatient revenues during the nine months @sdptember 30, 2010 increased 4.5% compared tirthenonths ended
September 30, 2009, despite a 1.5% decline in doig@latient visits. The primary reasons for theéase in outpatient revenues are improved
terms of our commercial managed care contractgtengrovision of higher acuity services. The growmtloutpatient revenue per visit of 6..
was adversely impacted by a shift in payer mixiuding a decline in commercial managed care owgpatiisits as a percentage of total
outpatient visits to 34.1% in the nine months enBledtember 30, 2010 as compared to 35.7% in the panod in 2009.

Salaries, Wages and Benefits

Salaries, wages and benefits expense as a perearftagt operating revenues was flat for the nioatims ended September 30, 2010
compared to the nine months ended September 30, 3aMaries, wages and benefits per adjusted patgnincreased approximately 4.2%
the nine months ended September 30, 2010 as codiuatiee same period in 2009. This increase isamilpndue to annual merit increases
our employees, the effect of lower volumes on djiegdeverage, increased health benefits costhenigrorkers’ compensation costs due to a
decline in the interest rate used to discount thekers’ compensation liabilities, an increase im tlumber of employed physicians, increased
severance costs and higher state unemployment faaxeiglly offset by decreased accruals for aninmntive compensation and reduced
contract labor expense. Contract labor expenseshwikiincluded in salaries, wages and benefits,$82smillion in the nine months ended
September 30, 2010, a decrease of $15 million286,22s compared to the same period in 2009. Ssjavegges and benefits expense for both
the nine months ended September 30, 2010 and aoR@led $18 million of stock-based compensatioreasp.

Supplies

Supplies expense as a percentage of net operatirgues was 17.1% for the nine months ended Septe30p2010 compared to
17.4% for the nine months ended September 30, Zqflies expense per adjusted patient day inaldas@.7% in the nine months ended
September 30, 2010 compared to the same perid@0i@. Z he increase in supplies expense is primdtly/to the increased utilization of high-
cost implants and high-cost pharmaceuticals, pirtidfset by decreases in the cost of pacemaléeportion of the increase in supplies
expense per adjusted patient day was offset byntevgrowth related to payments we receive fronagegayers.

Provision for Doubtful Accounts

The provision for doubtful accounts as a percentdget operating revenues was 8.0% for the ninethzoended September 30, 2010
compared to 7.6% for the nine months ended Septedth009. The increase in the provision for déul#ccounts is primarily due to a 120
basis point decline in our collection rate on it accounts, a $17 million increase in uninsues@mues and higher pricing. These items
were partially offset by $37 million of favorabldjastments for Medicare bad debts that we willralan our Medicare cost reports and
improved managed care accounts receivable baléycaging category. Our self-pay collection ratelided to approximately 29.1% in the
nine months ended September 30, 2010 from 30.3%einine months ended September 30, 2009.

Other Operating Expenses, Net

Other operating expenses as a percentage of nettimgerevenues was 21.3% in the nine months eBaéptember 30, 2010 compared
to 21.2% in the nine months ended September 3®.2ZDther operating expenses per adjusted patignindeeased by approximately 5.0% in
the nine months ended September 30, 2010 as coduatiee same period in
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2009. This increase is primarily due to the effefdbwer volumes on operating leverage, increaseke costs of repairs, maintenance and
technology service contracts ($12 million), a rethrcin information systems and business officeésatiocable to discontinued operations
($11 million), increased physician relocation cd$8 million), increased costs of contracted sexsi($7 million), increased property taxes
($4 million) and increased hospital provider fe&$5 million), which were substantially offset byditibnal DSH payments recognized in
revenues. Also partially offsetting these increasas an $11 million, or 15%, decline in malpractispense to $64 million in the nine mor
ended September 30, 2010 compared to $75 millithemine months ended September 30, 2009. Thandenlmalpractice expense is
principally due to a 4% decrease in the averagepmrsclaim and a 3% decrease in the number ofaegdelaims, partially offset by $10
million of expense from a 78 basis point declin¢hia interest rate used to estimate the discoyresknt value of projected future
malpractice liabilities, compared to $8 millionifnilar expense in the nine months ended SepteBthe2009. Declines in rent expense
($5 million) and physician and medical fees ($7lionil) also had a favorable impact on other opegatirpenses.

Impairment of Long-Lived Assets and Goodwill and Retructuring Charges

During the nine months ended September 30, 2010eeaded $1 million of net impairment and restuuicty charges. We recorded
$3 million for the write-down of buildings, equipmiteand other long-lived assets, primarily capigdizoftware costs classified in other
intangible assets, of one of our previously imphinespitals as described above to their estimatieddlues primarily due to a decline in the
fair value of real estate in the market in whice Hospital operates and a decline in the estinfatedalue of equipment. This charge was
partially offset by a $2 million credit relatedttee collection of a note receivable due from a bwfene of our previously divested hospitals,
which had been fully reserved in a prior year.

During the nine months ended September 30, 200%ewvarded net impairment and restructuring chao§&i.3 million, consisting of a
$6 million net impairment charge for the write-dowfbuildings, equipment and other long-lived assptimarily capitalized software costs
classified in other intangible assets, of one afreviously impaired hospitals as described atiovbeir estimated fair values, primarily due
to a decline in the fair value of real estate im tiarket in which the hospital operates, $4 milbbemployee severance and other related
costs, and a $3 million impairment charge for thigendown of a note receivable due from a buyesra# of our previously divested hospitals
as a result of the buyer filing for bankruptcy.

Litigation and Investigation Costs

Litigation and investigation costs in continuingeogtions for the nine months ended September 3@ 2@re $6 million compared to
$13 million for the nine months ended Septembe2809. The 2010 costs primarily relate to changeeserve estimates established in
connection with certain governmental reviews furtthescribed in Note 11 to the Condensed Consolidaigancial Statements and costs to
defend the Company in various matters. The 200& goénarily relate to an increase in the estiméitgallity for wage and hour actions that
were settled in May 2009 and paid during the tineaths ended September 30, 2009.
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Interest Expense

During the nine months ended September 30, 2010eoarded interest expense of $323 million compéwekB42 million for the nine
months ended September 30, 2009. The decreaseinshexpense primarily relates to our repurchateatstanding senior notes during
2009 and 2010.

Gain (Loss) from Early Extinguishment of Debt

During the nine months ended September 30, 2010@ewvarded a loss from early extinguishment of aédlatpproximately $55 million,
primarily related to the difference between thecpase prices and the par values of the $782 milggregate principal amount of7g / %
senior notes due 2013 that we repurchased durenpgetiod, as well as the write-off of unamortizedendiscounts, issuance costs and
unrecognized interest rate hedge settlements assdavith the notes. In addition, we repurchasetiriflion aggregate principal amount of
our 97 /g % senior notes due 2014 and $7 million eggte principal amount of ourt9,% senior notes due 2015 for total cash of $49 omi

During the three months ended March 31, 2009, werded a gain from early extinguishment of debdmbroximately $134 million
relating to the estimated fair values of new sesamured notes issued in a note exchange in M&@® &t less than their par values, net of
write-off of unamortized note discounts, issuangst€ and unrecognized interest rate hedge setttsrassociated with the senior notes
tendered. In the three months ended June 30, 2@08corded a loss from early extinguishment ot délapproximately $24 million in
connection with the repurchases of outstandingoserutes related to the write-off of unamortizedendiscounts and issuance costs. During
the three months ended June 30, 2009, we alsodetargain from early extinguishment of debt ofragpnately $3 million for cash we
received related to the difference in the fair eslof tendered senior notes as compared to thediaies of the senior secured notes issued in
connection with an exchange, net of the write-6éffirmamortized note discounts, issuance costs aretagnized interest rate hedge
settlements associated with the senior notes teddBuring the three months ended September 3®, 289 recorded a loss from early
extinguishment of debt of approximately $22 milli@tated to the difference between the purchasegirnd the par values of the $308
million aggregate principal amount of9, / % semiotes due 2015 that we repurchased during thedheasowell as the write-off of
unamortized note discounts and issuance costsiatbwith the notes. We also completed open maegrirchases of approximately
$68 million aggregate principal amount of our semiotes due in 2011, 2012, 2014 and 2031 for chspmroximately $60 million. We
recorded a gain from early extinguishment of déftpproximately $6 million related to the differenbetween the purchase prices and th
values of the purchased notes, partially offsethieywrite-off of unamortized note discounts, issteanosts and unrecognized interest rate
hedge settlements associated with the notes.

Investment Earnings (Loss)

During the nine months ended September 30, 2010ewarded investment earnings of $5 million comgadceinvestment losses of $1
million for the nine months ended September 309200 recorded a $7 million loss related to an egwent reached during June 2009 for
early redemption of our $56 million investment iwspital authority bonds related to previously dfedshospitals in the Dallas, Texas area for
$49 million of cash that we received in June 2009.

Net Gain on Sales of Investments

During the nine months ended September 30, 2009eva@ded a gain on sale of investments of apprately $15 million in continuin
operations related to the sale of our 50% memheistérest in Peoples Health Network, the comphay administered the operations of
Tenet Choices, Inc., our wholly owned Medicare Attage HMO insurance subsidiary in Louisiana.

Income Tax Benefit (Expense)

During the nine months ended September 30, 201@ewvarded an income tax benefit of $979 million pamed to $12 million of
expense during the nine months ended Septemb&080, The benefit recorded in the 2010 periodimarily due to a decrease in the
valuation allowance for our deferred tax assetg fidt decrease in the valuation allowance duriagithe months ended September 30, 2010
is primarily attributable to the estimated reali@atof deferred tax assets resulting from the zdtion of net operating loss carryforwards
against current year and future years’ taxablermeduring the three months ended September 3@, 28ter considering all available
evidence, both positive and negative, we conclublatithe valuation allowance against our deferagdassets could be reduced by
approximately $987 million. See Note 12 to the Gargkd Consolidated Financial Statements for additidetail about the 2010 tax benefit.
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ADDITIONAL SUPPLEMENTAL NON-GAAP DISCLOSURES

The financial information provided throughout théport, including our Condensed Consolidated Firsi8tatements and the notes
thereto, has been prepared in conformity with anting principles generally accepted in the Unit¢aké& of America (“GAAP”). However,
we use certain non-GAAP financial measures defbidw in communications with investors, analysasing agencies, banks and others to
assist such parties in understanding the impaeabus items on our financial statements, somghath are recurring or involve cash
payments. In addition, we from time to time usesthmeasures to define certain performance targets wur compensation programs.

“Adjusted EBITDA” is a non-GAAP measure that we us®ur analysis of the performance of our businegsch we define as net
income (loss) attributable to our common sharehsl@efore: (1) the cumulative effect of changeadoounting principle, net of tax; (2) net
income attributable to noncontrolling interesty; §8ferred stock dividends; (4) income (loss) frdiscontinued operations, net of tax;

(5) income tax benefit (expense); (6) investmentiegs (loss); (7) gain (loss) from early extinduigent of debt; (8) net gain (loss) on sales
of investments; (9) interest expense; (10) litigatand investigation benefit (costs), net of ineaearecoveries; (11) hurricane insurance
recoveries, net of costs; (12) impairment of loivgd assets and goodwill, and restructuring changetsof insurance recoveries; and

(13) depreciation and amortization. As is the aaitle all non-GAAP measures, investors should cagrside limitations associated with this
metric, including the potential lack of comparailof this measure from one company to another,strodild recognize that Adjusted
EBITDA does not provide a complete measure of garating performance because it excludes many iteatsre included in our financial
statements. Accordingly, investors are encouragesé GAAP measures when evaluating our finaneidbpmance.

The table below shows the reconciliation of AdjdsEBITDA to net income (loss) attributable to oonmamon shareholders (the most
comparable GAAP term) for the three and nine moatided September 30, 2010 and 2009:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009

Net income (loss) attributable to Tenet Healthc@oeporation commo
shareholder $ 93¢ $ 3 $1,04¢ $ 16C

Less: Net income attributable to noncontrollinghetsts 2 )] @) (8)
Preferred stock dividenc (6) — (18) —
Loss from discontinued operations, net of — (5) (5) (36)
Income from continuing operatiol 94C 4 1,07t 204
Income tax benefit (expens 1,00z 3 97¢ (12
Investment earnings (los 3 2 5 @
Gain (loss) from early extinguishment of d (55) (16) (55) 97
Net gain on sales of investme — — — 15
Interest expens 107 (112 (329 (342
Operating incom: 97 13z 46¢ 447
Litigation and investigation cos 2 3 (6) (13
Impairment of lon-lived assets and goodwill, and restructuring cha 3) ) (1) (13
Depreciation and amortizatic (107) (97) (299 (297
Adjusted EBITDA $ 202 $ 24C $ 76¢ $ 764
Net operating revenues $2,26: $2,26: $6,90¢ $6,75:<
Adjusted EBITDA as % of net operating revenues (Adijsted EBITDA margin) 9.C% 10.€% 11.1% 11.2%

“Adjusted Free Cash Flow” is a non-GAAP term that define as cash provided by (used in) operatitigites less income tax refunds
(payments), payments against reserves for restingtoharges and litigation costs, operating cémls from discontinued operations
excluding income taxes, capital expenditures irtiooing operations, and new hospital constructigpeaditures. Adjusted Free Cash Flov
a measure of liquidity that we use in our busireessan alternative to net cash provided by (usedpejating activities. We provide this
financial measure as a supplement to GAAP inforomatid assist ourselves and investors in understgritie impact of various items on our
cash flows, some of which are recurring. Becaus@#tdd Free Cash Flow excludes many items thahaheded in our financial statements,
it does not provide a complete measure of ourdigyi Accordingly, investors are encouraged to @#éAP measures when evaluating our
liquidity.
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The following table shows the reconciliation of Aslfed Free Cash Flow to net cash provided by dapgrattivities (the most
comparable GAAP term) for the three and nine moatided September 30, 2010 and 2009:

Three Months

Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Net cash provided by operating activit $ 12¢ $ 12C $ 297 $ 284
Less:
Income tax refunds (payments), | — @) 34 15
Payments against reserves for restructuring changeditigation cost (25) (109 (76) (165)
Net cash provided by (used in) operating activifiem discontinued operations,
excluding income taxe (7) 3 (2) 31
Adjusted net cash provided by operating activities- continuing operations 16C 233 341 40z
Purchases of property and equipm- continuing operation (10€) (78) (259) (21€)
Construction of new and replacement hosp (1) (13) (13) 47
Adjusted Free Cash Flow- continuing operations $ 53 $ 142 $ 74 $ 14C

LIQUIDITY AND CAPITAL RESOURCES
CASH REQUIREMENTS

There have been no material changes to our oldigmto make future cash payments under contradisel®sed in our Annual Report,
except for long-term debt, as described below:

* In August 2010, we repurchased approximately $7B®maggregate principal amount of our378 % senior notes due 2013 for
approximately $829 million. We repurchased the @enotes with the net proceeds of approximatelys®Bdlion from our sale of
new 8% senior notes due 2020 and cash on handifsagust 2010, we repurchased $6 million aggregaincipal amount of
our 9 7/ 8% senior notes due 2014 for total cash of approvalpa6 million.

* In July 2010, we repurchased $34 million aggregaitecipal amount of our 9 g% senior notes due 2014 and approximately
$7 million aggregate principal amount of out/ 4% senior notes due 20for total cash of approximately $43 millic

* In June 2010, we repurchased $2 million aggregateipal amount of our 2 g% senior notes due 2013 and $2 million aggre
principal amount of our 1/ 4% senior notes due 2015 for total cash of approtetm&4 million.

* In March 2010, we repurchased $6 million aggregaitecipal amount of our 9 4% senior notes due 2015 for cash of
approximately $6 million

As part of our longerm objective to manage our capital structurevag from time to time seek to retire, purchasegesd or refinanc
some of our outstanding debt or equity securitidgest to prevailing market conditions, our liqujdiequirements, contractual restrictions
and other factors. These actions are part of eategly to manage our leverage and capital strucgetime, which is dependent on our total
amount of debt, our cash and our operating resdtSeptember 30, 2010, using the last 12 monthsdpisted EBITDA, our ratio of total
long-term debt, net of cash and cash equivalemtnoals, to Adjusted EBITDA was 3.7x. We anticipaie tatio will fluctuate from quarter to
quarter based on earnings performance and otherféatVe intend to manage this ratio by following business plan, managing our cost
structure and through other changes in our cagitatture, including, if appropriate, the issuaatequity or convertible securities. Our
ability to achieve our leverage and capital strietabjectives is subject to numerous risks and migicgies, many of which are described in
Item 1A of Part | of our Annual Report and Item @fPart Il of our Q1 2010 Form 10-Q.

Our capital expenditures primarily relate to theaxsion and renovation of existing facilities, irdihg amounts to comply with
applicable laws and regulations, equipment andin&ion systems additions and replacements (inctutliose required to achieve
compliance with the health information technologguirements under ARRA), introduction of new mebieahnologies, design and
construction of new buildings, and various othggitz improvements.
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Capital expenditures were $280 million and $264iamilin the nine months ended September 30, 208®&8A9, respectively, which
amounts include $13 million and $1 million, respesly, related to discontinued operations. We apé#ite that our capital expenditures for
continuing operations for the year ending Decenie2010 will total approximately $425 million td#5 million, including $66 million that
was accrued as a liability at December 31, 2009.adticipated 2010 capital expenditures includeraxmately $4 million to meet seismic
requirements for our California facilities. We amtly estimate spending a total of approximately &#llion (of which approximately
$24 million was spent prior to January 1, 20103dmply with the requirements under California’ssssic regulations compared to our
estimate as of March 31, 2010 of approximately ®80on. Our current estimated seismic costs amsaerably lower than certain previous
estimates because a number of our hospitals hareéyaluated as having reduced risk using a nesmgeevaluation tool. There may be
further reductions to our estimated seismic costha State of California has recently enacted mgulations relating to the seismic
evaluation tool and a new state building code; reecarrently evaluating these new regulations terene what impact they will have on
our cost estimate. Our total estimated seismic rdipere amount has not been adjusted for futudatioh. Our budgeted capital expenditures
for the year ending December 31, 2010 also inchpfgoximately $9 million to improve disability asseat certain of our facilities as a result
of a consent decree in a class action lawsuit. ¥pee to spend a total of approximately $107 millan such improvements over the next six
years.

During the nine months ended September 30, 201@&cgeired various diagnostic imaging centers latateCalifornia, Florida, South
Carolina, Tennessee and Texas for an aggregathgaeprice of $44 million. These acquisitions wibeeresult of our current focus on
opportunities to increase our outpatient revenbesugh organic growth and the acquisition of sel@écutpatient businesses.

Interest payments, net of capitalized interestev313 million and $340 million in the nine mon#reled September 30, 2010 and
20009, respectively. The decrease is primarily du®23 million of interest payments that were agegézl and paid in the nine months ended
September 30, 2009 as a result of our exchangppsbrimately $1.4 billion aggregate principal ambahour 63 /g % senior notes due 2011
and our 6 5 % senior notes due 2012 for new sesgioured notes, as well as other subsequent debthgses that reduced our outstanding
debt.

Income tax refunds, net of tax payments, were apmrately $34 million in the nine months ended Sepier 30, 2010 compared to
approximately $15 million during the nine monthsled September 30, 2009.

SOURCES AND USES OF CASH

Our liquidity for the nine months ended Septemt&r2010 was primarily derived from cash on hand.N&@ approximately
$398 million of cash and cash equivalents on har&8kptember 30, 2010 to fund our operations anidataxpenditures.

Our primary source of operating cash is the cabbeodf accounts receivable. As we experience changeur business mix and as
admissions of uninsured and underinsured patients,gur operating cash flow is negatively impaate@ to lower levels of cash collections
and higher levels of bad debt.

Net cash provided by operating activities was $2@on in the nine months ended September 30, 2@ifipared to $284 million in
the nine months ended September 30, 2009. Keyiymsitd negative factors contributing to the changmveen the 2010 and 2009 periods
include the following:

» Increased income from continuing operations beffateme taxes of $5 million, excluding net gain ates of investments,
investment earnings (loss), (gain) loss from eaxiynguishment of debt, interest expense, litigatiad investigation costs,
impairment and restructuring charges, and depieniaind amortization in the nine months ended 3eipée 30, 2010 compared
the nine months ended September 30, 2

* Lower interest payments of $27 million, primarilyedto $23 million of interest payments that wereederated and paid in the ni
months ended September 30, 2009 as a result @xahiange of approximately $1.4 billion aggregateqgiypal amount of our & ¢
% senior notes due 2011 and our 6 / % senior rhite<012 for new senior secured notes and otheeguknt debt repurchases
with the proceeds from our issuance of preferredksand cash on hand that reduced our outstandibg
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» Lower aggregate annual 401(k) matching contribgtiand annual incentive compensation payments ofiitli®n ($105 million
in the nine months ended September 30, 2010 comhpai®l23 million in the nine months ended Septar3Be2009).

» Additional income tax refunds of $19 million recedvin the nine months ended September 30, 2

» Lower payments on reserves for restructuring clwagel litigation costs of $89 million, primarily elto $81 million of payments
in the nine months ended September 30, 2009 refatedr settlement of wage and hour actic

* $33 million less of cash provided by operating\atiés from discontinued operations, principallyedio accounts receivable
collections in the prior year related to divestedpitals;

» Reduced cash flows of $88 million primarily duethe payment of additional outstanding accounts Iplayehecks at December
2009 and other changes in working capital;

*  $18 million we received in the nine months endedt&aper 30, 2009 under our then existing interdstseap agreemer

Proceeds from the sales of facilities and othestas®lated to discontinued operations during the months ended September 30, 2009
aggregated $221 million, primarily from the saldu8C University Hospital and USC Kenneth NorrisGancer Hospital.

We continue to seek further initiatives to incredszefficiency of our balance sheet by generdtiogemental cash. These initiatives
include the sale of our medical office buildingsl@xcess land, buildings or other underutilizethefficient assets. In October 2010, we sold
nine medical office buildings in Florida for aggetg cash proceeds of $46 million. We are curresebking to sell up to 18 additional owned
medical office buildings. Although we are engageddtive discussions regarding these sales, wene&e no assurances regarding the tir
or ultimate outcome of the sales process.

Capital expenditures were $280 million and $264ianilfor the nine months ended September 30, 20HX2809, respectively,
including approximately $13 million and $47 milliamthe same respective periods for constructioa kdplacement hospital for our East
Cooper Regional Medical Center in Mt. Pleasant tis@arolina.

We use fair market value to record our investm#rasare available-for-sale. As shown in Note 1theoCondensed Consolidated
Financial Statements, the majority of our investtaeme valued based on quoted market prices or obiservable inputs. We have no
investments that we expect will be negatively @fddy the current economic downturn that will mialy impact our financial condition,
results of operations or cash flows.

DEBT INSTRUMENTS, GUARANTEES AND RELATED COVENANTS

At September 30, 2010, we had a five-year, $800anikenior secured revolving credit facility, whiwvas scheduled to mature on
November 16, 2011. There were no cash borrowingganding under the revolving credit facility app&mber 30, 2010, and we h
approximately $185 million of letters of credit st&nding.

In October 2010, we entered into an amended analteelscredit agreement that, among other thingenebed the term of our existing
senior secured revolving credit facility (“Amend€dedit Agreement”)The Amended Credit Agreement is scheduled to expir®ctober 1€
2015; however, this date could be accelerated &adg as the fourth quarter of 2014 if 80% of nates due in 2015 are not repaid, defeased
or refinanced 60 business days prior to their niigtuFhe Amended Credit Agreement provides, subjedtorrowing availability, for
revolving loans in an aggregate principal amounipfo $800 million, with a $300 million subfacjlifor letters of credit. We are in
compliance with all covenants and conditions in Aorended Credit Agreement. For additional inforroatregarding the Amended Credit
Agreement, see Note 5 of our Condensed Consolidateshcial Statements. Our borrowing availabilibdar the Amended Credit Agreem
was $500 million based on our borrowing base cataut as of September 30, 2010.

In August 2010, we sold $600 million aggregate gipal amount of 8% senior notes due 2020. The neilémature on August 1, 202
We will pay interest on the 8% senior notes senmisatly in arrears on February 1 and August 1 ohgaar, commencing February 1, 2011.
The notes are general unsecured senior debt dbligahat rank equally in right of payment with afllour other unsecured senior
indebtedness, but are effectively subordinatedutcsenior secured notes, the obligations of ousislidries and any obligations under our
Amended Credit Agreement to the extent of the teéd.
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Also in August 2010, we repurchased approximat&B2bmillion aggregate principal amount of out 78 9% senior notes due 2013 and
$6 million aggregate principal amount of our 9% senior notes due 2014 for approximately $835ioniJlrepresenting approximately
$831 million in principal payments and approximat®f million in accrued and unpaid interest throtigd dates of purchase. We repurchz
the senior notes with the net proceeds of appraeiin$585 million from our sale of new 8% seniotesdue 2020 and cash on hand. In
connection with these purchases, we recorded drimssearly extinguishment of debt of approximat®52 million related to the difference
between the purchase prices and the par valuég giurchased notes, as well as the write-off omaréized note discounts, issuance costs
and unrecognized interest rate hedge settlemestsiated with the notes.

In July 2010, we repurchased $34 million aggregaitecipal amount of our 9 g% senior notes due 2014 and approximately $7 mi
aggregate principal amount of ourt94 % senior notes due 2015 for total cash of approwatp&43 million, representing approximately
$43 million in principal payments and less thamdillion in accrued and unpaid interest throughdhtes of purchase. In connection with
these purchases, we recorded a loss from earlygershment of debt of approximately $3 million tethto the difference between the
purchase prices and the par values of the purchaxted, as well as the write-off of unamortizedendiscounts and issuance costs.

For additional information regarding our long-tedebt, see Note 6 to the Consolidated Financiaé8tants in our Annual Report.

LIQUIDITY

From time to time, we expect to engage in additicapital markets, bank credit and other finan@stvities depending on our needs
and financing alternatives available at that tikve. believe our existing debt agreements provideifsdgnt flexibility for future secured or
unsecured borrowings.

We believe that existing cash and cash equivatemtsand, availability under our revolving creditifay, anticipated future cash
provided by operating activities, and our investtaén marketable securities of our captive insueatmmpanies classified as noncurrent
investments on our balance sheet should be adetpuateet our current cash needs. These sourcepiafity should also be adequate to
finance planned capital expenditures, paymentfercarrent portion of our long-term debt and ofpreisently known operating needs. Long-
term liquidity for debt service will be dependentimproved cash provided by operating activitied,ajiven favorable market conditions,
future borrowings or refinancings. However, ourtcesgquirements could be materially affected by tergration in our results of operations,
as well as the various uncertainties discusseldlisnaind other sections, which could require usutsye any number of financing options,
including, but not limited to, additional borrowisigdebt refinancings, asset sales or other fingradternatives. The level, if any, of these
financing sources cannot be assured.

We do not rely on commercial paper or other shemtfinancing arrangements nor do we enter intanease agreements or other
short-term financing arrangements not otherwisentepl in our period-end balance sheets.

We continue to aggressively identify and implenfenther actions to control costs and enhance oaraimg performance, including
cash flow. Among the areas being addressed areneofirowth, managed care payer contracting, procemegfficiencies, cost
standardization, bad debt expense reduction iviéist underperforming hospitals, and certain haspitd overhead costs not related to pa
care. Although these initiatives may result in ioy&d performance, that performance may remain sdraebelow our hospital management
peers because of geographic and other differendesspital portfolios.

OFF-BALANCE SHEET ARRANGEMENTS

Excluding the hospitals whose operating resultsrarieded in discontinued operations, our constdidaperating results for the nine
months ended September 30, 2010 and 2009 incluti® $ilion and $694 million, respectively, of ngierating revenues and $75 million
both periods of income from operations generatehffour general hospitals operated by us undeelaasingements. In accordance with
GAAP, the applicable buildings and the future lealskgations under these arrangements are notdedarn our consolidated balance she
they are considered operating leases. The cueanstof these leases expire between 2014 and A6Rifcluding lease extensions that we
have options to exercise. If these leases expeeyould no longer generate revenue or expensestfrese hospitals.
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We have no other off-balance sheet arrangemerttendmahave a current or future material effect anfaancial condition, revenues or
expenses, results of operations, liquidity, captqdenditures or capital resources, except for $a8on of standby letters of credit
outstanding and guarantees as of September 30, 2010

CRITICAL ACCOUNTING ESTIMATES

In preparing our Condensed Consolidated Finant&ke8ents in conformity with GAAP, we must useraaties and assumptions that
affect the amounts reported in our Condensed Citagetl Financial Statements and accompanying nétegegularly evaluate the
accounting policies and estimates we use. In geneesdbase the estimates on historical experiendeoa assumptions that we believe to be
reasonable, given the particular circumstanceshiclwe operate. Actual results may vary from thestimates.

We consider our critical accounting estimates téhiose that (1) involve significant judgments amdertainties, (2) require estimates
that are more difficult for management to determared (3) may produce materially different outcomeder different conditions or when
using different assumptions.

Our critical accounting estimates have not chariged the description provided in our Annual Repaxtept as set forth below.

ACCOUNTING FOR INCOME TAXES

We assess the realization of our deferred tax assetetermine whether an income tax valuationadhtce is required. Based on all
available evidence, both positive and negative,thadveight of that evidence to the extent sucdevie can be objectively verified, we
determine whether it is more likely than not thhbaa portion of the deferred tax assets willrbalized. The main factors that we consider
include:

» Cumulative losses in recent years, adjusted fdairtenonrecurring item:

» Income/losses expected in future ye

* Unsettled circumstances that, if unfavorably resd/wvould adversely affect future operations arddiplevels;

* The availability, or lack thereof, of taxable incerm prior carryback periods that would limit realiion of tax benefits; ar

» The carryforward period associated with the detetax assets and liabilitie

Prior to the three months ended September 30, 204 ®ad not included projections of future taxabt®mme in the determination of the

amount of the required valuation allowance prinyaai$ a result of negative evidence representedibgumulative losses in recent years.
However, during the three months ended Septemhe2@®, our judgment about the need for a valualtowance changed, and we
concluded that the valuation allowance could beiced to $87 million. As a result, the reductiorihie valuation allowance of approximately
$987 million was recorded as a benefit in the miovi for income taxes from continuing operationsr €hange in judgment resulted from

assessment that positive evidence outweighed negatidence thereby resulting in the inclusion mfjgctions of future taxable income in
determination of the amount of the required vabragllowance. The following factors were taken iat@ount in our assessment:

» Cumulative profits for the three years ended Seper80, 2010
* Projected profits for the remainder of 2010 as wslfor 2011 based on current business p
» Carryforward periods for utilization of federal ragierating loss carryovet
» Significant improvement in operating performanc@®9 and 2010 as evidenced
* Improved cost controls
» Successful renegotiation of managed care contoactavorable terms
e Successful quality control initiatives as reflecbgdimproved clinical outcome
» Successful execution of physician alignment stiet&e@nc
» Expansion of our outpatient business;

» Formulation of strategic initiatives to addressemainties presented by federal health care refegislation and health
information technology requirements under ARF

The remaining $87 million balance in the valuat&iowance as of September 30, 2010 is primariljtattable to certain state net
operating loss carryovers and federal tax credés more likely than not, will expire unutilized.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

The table below presents information about ceiour market-sensitive financial instruments aSeptember 30, 2010. The fair
values were determined based on quoted marketsgidcehe same or similar instruments. At Septen3¥e”2010, we had no borrowings with
variable interest rates.

Maturity Date, Years Ending December 31,

2010 2011 2012 2013 2014 Thereafter Total Fair Value
(Dollars in Millions)
Fixed rate lon-term debi $ 2 $67 $58 $217 $ 60 $ 3,85¢ $4,26:2 $ 4,501
Average effective interest rat 96% 6.9% 6.8% 7.8% 10.2% 10.2% 9.%

At September 30, 2010, we had long-term, markesitee investments held by our captive insurandesiliaries. Our market risk
associated with our investments in debt securif@ssified as non-current assets is substantidtigated by the long-term nature and type of
the investments in the portfolio. At SeptemberZmM 0, the net accumulated unrealized gain relat@dit captive insurance companies’
investment portfolios was approximately $1 million.

We have no affiliation with partnerships, trustother entities (sometimes referred to as “spqmiapose” or “variable-interest”
entities) whose purpose is to facilitate off-bakasbeet financial transactions or similar arrangemby us. Thus, we have no exposure to the
financing, liquidity, market or credit risks assateid with such entities.

We do not hold or issue derivative instrumentsfading purposes and are not a party to any ingnisnwith leverage or prepayment
features.

ITEM 4. CONTROLS AND PROCEDURES

We carried out an evaluation of the effectivenddb@ design and operation of our disclosure cdsitiad procedures as defined by
Rules 13a-15(e) and 15d-15(e) under the SecuBtiehange Act of 1934, as amended. The evaluatienpgegormed under the supervision
and with the participation of management, including chief executive officer and chief financiafioér. Based upon that evaluation, the
chief executive officer and chief financial officesncluded that, as of the end of the period cal/byethis report, our disclosure controls and
procedures are effective in accumulating and conicating, in a timely manner, the material informoatrelated to the Company (including
its consolidated subsidiaries) required to be idetlin our periodic Securities and Exchange Comanisilings.

During the third quarter of 2010, there were nonges to our internal control over financial repagtior in other factors, that have
materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting.
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PART II. OTHER INFORMATION
ITEM1. LEGAL PROCEEDINGS

Because we provide health care services in a higigylated industry, we have been and expect tbreanto be subject to various
lawsuits, claims and regulatory proceedings frametio time. The ultimate resolution of these mafterdividually or in the aggregate,
whether as a result of litigation or settlementjlddhave a material adverse effect on our busittests in the near and long term), financial
condition, results of operations or cash flows. iRéormation regarding currently pending legal aadulatory proceedings, other than routine
matters incidental to our business, we refer you to

* Note 11 to the Condensed Consolidated Financié®tnts included in this repo

e Partl, Item 3, Legal Proceedings, of our Annugbéteon Form 10-K for the year ended December B09Z"“Annual Report”);
and

e Partll, Item 1, Legal Proceedings, of our subsatj@uarterly Report on Form 10-Q for the quartgdyiod ended
March 31, 2010

No significant developments occurred in the legal eegulatory proceedings described in our Annugddrt in the three months enc
September 30, 2010.

ITEM 6. EXHIBITS
4) Instruments Defining the Rights of Security Holdéneluding Indenture

(&) Twelfth Supplemental Indenture, dated as of Augdst2010, between the Registrant and The Bank af Ne
York Mellon Trust Company, N.A., as trustee, reigtto 8% Senior Notes due 2020 (Incorporated by
reference to Exhibit 4.1 to Registr’'s Current Report on Forn-K, dated and filed August 17, 201

(10) Material Contract:

(a) Amended and Restated Credit Agreement, dated @stober 19, 2010, among the Registrant, the lerata
issuers party thereto, Citcorp USA, Inc., as adstiative agent, Bank of America, N.A., as syndmatgent
Citigroup Global Markets Inc. and Banc of Ameriac8rities LLC, as joint lead arrangers, and thetjoi
bookrunners and co-documentation agents namedrit@meorporated by reference to Exhibit 10.1 to
Registrar’'s Current Report on Forn-K, dated October 19, 2010 and filed October 2002

(b) Exchange and Registration Rights Agreement, datexd August 17, 2010, by and among the Registrant,
Barclays Capital Inc., Banc of America Securitie<C,. Goldman, Sachs & Co., Citigroup Global
Markets Inc., Wells Fargo Securities, LLC and Sz@&apital (USA) (Incorporated by reference to
Exhibit 10.1 to Registra’s Current Report on Forn-K, dated and filed August 17, 201

(31) Rule 13i-14(a)/15¢14(a) Certification:
(a) Certification of Trevor Fetter, President and Cli&Ecutive Officel
(b) Certification of Biggs C. Porter, Chief Financiaffioer

(32) Section 1350 Certifications of Trevor Fetter, Rdest and Chief Executive Officer, and Biggs C. BorChief
Financial Officet

nstance Documer
(101 INS)* XBRL | D
axonomy Extension Schema Docum
101 SCHY’ XBRLT yE ion Sch D
axonomy Extension Calculation Linkbase Docuntr
(101 CAL)* XBRLT E ion Calculation Linkbase D
axonomy Extension Definition Linkbase Docurh
(101 DEF)* XBRLT E ion Definition Linkbase D
axonomy Extension Label Linkbase Docum
(101 LAB)* XBRLT E ion Label Linkbase D
axonomy Extension Presentation Linkbase Doent
(101 PRE) XBRLT E ion P ion Linkbase D

* XBRL (Extensible Business Reporting Languagebpiniation is furnished and not filed or a part eégistration statement or prospectus
for purposes of Sections 11 or 12 of the Securhigtsof 1933, is deemed not filed for purposes eftin 18 of the Securities Exchange
Act of 1934, and otherwise is not subject to lidpiinder these section
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned thereunto duly authorized.

T ENETH EALTHCARE C ORPORATION
(Registrant’

Date: November 1, 2010 By: /'s/ D ANIEL J. CANCELMI
Daniel J. Cancelmi
Senior 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:
| have reviewed this quarterly report on Forn-Q of Tenet Healthcare Corporation (“ Registrar”);

Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statemeams,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andlfie periods presented in this rep

4. The Registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirgg @efined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the Registrant and han

(@) Designed such disclosure controls and procsdorecaused such disclosure controls and procedofee designed under our
supervision, to ensure that material informatidatmeg to the Registrant, including its consolidhgribsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finah@gaorting to be designed un
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the Registsagisclosure controls and procedures and preséntbis report our conclusions abt
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyédport based on such
evaluation; an

(d) Disclosed in this report any change in the Riegnt’s internal control over financial reportititat occurred during the Registrant’s
most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost) tias materially affected, or is
reasonably likely to materially affect, the Regist’s internal control over financial reporting; a

5.  The Registrant’s other certifying officer anldave disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the Registrant’s auditors and thetatainmittee of the Registrastboard of directors (or persons performing thewedent
functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the Regigd’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that innedvmanagement or other employees who have a sigmifiole in the Registrant’s
internal control over financial reportin
Date: November 1, 2010

/ s/ T REVORF ETTER
Trevor Fetter
President and Chief Executive Offic




Exhibit 31(b)
Rule 13a-14(a)/15d-14(a) Certification

I, Biggs C. Porter certify that:
| have reviewed this quarterly report on Forn-Q of Tenet Healthcare Corporation (i Registrar”);

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

3.  Based on my knowledge, the financial statemeamd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the Registrant as of, andifie periods presented in this rep

4. The Registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the Registrant and han

(@) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifee designed under our
supervision, to ensure that material informatidatmeg to the Registrant, including its consolidhgribsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pregzh

(b) Designed such internal control over financial réipgr, or caused such internal control over finahaaorting to be designed uni
our supervision, to provide reasonable assuramzgdeng the reliability of financial reporting attie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

(c) Evaluated the effectiveness of the Registsaghisclosure controls and procedures and preséntbis report our conclusions abi
the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

(d) Disclosed in this report any change in the Regit’s internal control over financial reportitiat occurred during the Registrant’s

most recent fiscal quarter (the Registrant’s fofigbal quarter in the case of an annual repost tias materially affected, or is
reasonably likely to materially affect, the Regist’s internal control over financial reporting; a

5.  The Registrant’s other certifying officer anldave disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the Registrant’s auditors and thetaxanmittee of the Registrastboard of directors (or persons performing thewedent
functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the Regid’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sagmifiole in the Registrant’s
internal control over financial reportin
Date: November 1, 2010

/ s/ Bi16GsC. PORTER
Biggs C. Porter
Chief Financial Officel




Exhibit 32

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

We, the undersigned Trevor Fetter and Biggs C.ePdoeing, respectively, the President and Chigichiive Officer and the Chief
Financial Officer of Tenet Healthcare Corporatitme(“Registrant”), do each hereby certify thatlig Registrant’'s Quarterly Report on
Form 10-Q for the quarter ended September 30, 20&0‘Form 10-Q"), to be filed with the Securitiasd Exchange Commission on
November 2, 2010, fully complies with the requirerseof Section 13(a) or 15(d) of the SecuritiesHzxmge Act of 1934 and (ii) tt
information contained in the Form 10-Q fairly prets in all material respects, the financial coieditand results of operations of the
Registrant and its subsidiaries.

Date: November 1, 2010 / s/ T REVORF ETTER
Trevor Fetter
President and Chief Executive Offic

Date: November 1, 2010 / s/ BicGsC. PORTER

Biggs C. Porter
Chief Financial Office!

The foregoing certification is being furnished $pleursuant to 18 U.S.C. §1350; it is not beingdifor purposes of Section 18 of the
Securities Exchange Act, and is not to be incotgaray reference into any filing of the Registramether made before or after the date
hereof, regardless of any general incorporatioguage in such filing



