
August 1, 2016 

Q2’16 Review 



2 Q2’16 – August 1, 2016 

FORWARD-LOOKING STATEMENTS 
Certain statements in this presentation constitute “forward-looking statements” – that is, statements that relate to future, not 
past, events. In this context, forward-looking statements often address our expected future business and financial performance 
and financial condition, and often contain words such as “expect,” “assume,” “anticipate,” “intend,” “plan,” “believe,” “seek,” 
“see,” or “will.” Forward-looking statements by their nature address matters that are, to different degrees, uncertain. Particular 
uncertainties that could cause our actual results to be materially different than those expressed in our forward-looking statements 
include, but are not limited to, the factors disclosed under “Forward-Looking Statements” and “Risk Factors” in our Form 10-K for 
the year ended December 31, 2015 and other filings with the Securities and Exchange Commission. Among other things, these 
factors include adverse regulatory developments, government investigations or litigation, including the payment of civil and 
criminal monetary penalties and other conditions required in connection with the proposed settlement and resolution of the 
Clinica de la Mama civil litigation and criminal investigation described in Note 10 to the Consolidated Financial Statements 
included in our Form 10-Q for the three months ended June 30, 2016.  The settlement and resolution of the Clinica de la Mama 
matters is subject to the execution of definitive documents and court acceptance.  Although the Company believes it will reach a 
final resolution of the Clinica de la Mama matters, there can be no assurance that such a resolution will be reached or that judicial 
acceptance of the resolution terms will be received.  If a resolution is not reached or accepted, or if the terms of the final 
resolution are materially different than the agreement in principle, the eventual loss related to these matters could materially 
exceed the amount reserved and could have a material adverse effect on our business, financial condition, results of operations or 
cash flows.  
  
NON-GAAP FINANCIAL INFORMATION 
This presentation contains non-GAAP financial measures.  Reconciliations of these non-GAAP measures to the most comparable 
GAAP measure are included in the financial tables at the end of this presentation as well as at the end of the Company’s press 
release dated August 1, 2016.  
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 Adjusted EBITDA was $617 million, up 8.6% 

− The restructuring of our bariatric services offering within our Ambulatory Care segment lowered Adjusted EBITDA by approximately $12 million.   

 Same-hospital patient revenue grew 4.4% 

− Adjusted admissions increased 0.5% on a same-hospital basis. 

− Admissions declined 1.1% on a same-hospital basis, driven by continued declines in lower acuity admissions.  

− Revenue per adjusted admission increased 3.9%, continuing the strength from Q1’16. 

− Uncompensated care declined 150 basis points to 19.9% of adjusted revenue, down from 21.4% in Q2’15. 

− Hospital segment Adjusted EBITDA increased approximately 7%, after adjusting for acquisitions, divestitures and an anticipated decline in electronic health 

record incentives. Including these items, hospital segment Adjusted EBITDA was $415 million in Q2’16, down 9.6% from $459 million in Q2’15. 

 Ambulatory Care same-facility system-wide revenue grew 11.7% on a pro forma basis 

− Cases increased 5.2% and revenue per case increased 6.1% on a same-facility system-wide basis. 

− Ambulatory Care Adjusted EBITDA was $139 million, up 20.9% from $115 million in Q2’15 on a pro forma basis. 

− Ambulatory Care Adjusted EBITDA less facility-level NCI was $87 million, up 3.6% from $84 million in Q2’15 on a pro forma basis.   

− The restructuring of our bariatric services offering lowered both Adjusted EBITDA and Adjusted EBITDA less facility-level NCI by approximately $12 million in 

Q2’16.  Adjusting for this amount, Adjusted EBITDA and Adjusted EBITDA less facility-level NCI would have increased approximately 31% and 18%, respectively.  

 Conifer’s revenue increased 13.5% to $386 million driven by a 28.0% increase in third party revenue 

− Adjusted EBITDA increased 5% to $63 million, representing a margin of 16.3%. 

− Third party revenue growth at Conifer includes business retained from hospitals that Tenet has sold over the past year. 

− In July, Conifer started serving six additional WellStar hospitals, which will contribute to Conifer’s third party revenue growth starting in Q3’16. 

 Adjusted Free Cash Flow was $268 million in the first half of 2016, a $180 million improvement compared to the first half of 2015 

− Free Cash Flow was $169 million in the first half of 2016, a $175 million improvement compared to the first half of 2015. 

 

 

 

Q2’16 Financial Highlights 
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Hospital Operations & Other Segment 

Q2'14 Q3'14 Q4'14 Q1'15 Q2'15 Q3'15 Q4'15 Q1'16 Q2'16

Adjusted Admissions 3.9% 4.8% 4.3% 5.9% 2.3% 0.7% 0.3% 2.2% 0.5%

Admissions 2.8% 3.9% 4.0% 4.9% 1.7% -0.6% -1.8% -0.1% -1.1%

Revenue Per Adjusted Admission -2.8% -3.4% 7.1% 2.3% 4.5% 5.8% 0.3% (2) 3.7% 3.9%

Inpatient Surgeries -0.9% 0.4% 2.6% 2.4% 1.9% -0.2% -0.9% 0.2% -0.1%

Outpatient Surgeries -3.6% -0.3% 0.2% 0.8% 1.2% 1.5% 0.6% 5.6% 2.0%

Emergency Department Visits 4.8% 5.1% 7.2% 7.2% 2.4% 1.5% -0.6% 4.8% 0.9%

Total Outpatient Visits 6.5% 7.7% 9.2% 6.9% 4.6% 3.0% 3.0% 5.2% 0.8%

<--------------   Restated (1)   --------------> <---------------------- As Reported ---------------------->

(1) Hospital segment statistics have been restated to exclude the 49 surgery centers and 20 imaging centers that Tenet contributed to the joint venture with United Surgical 

Partners International (USPI).  Prior to the joint venture with USPI, these outpatient revenues and volumes had been included in our hospitals' calculation of adjusted 

admissions, revenue per adjusted admission, outpatient surgeries and total outpatient visits.

(2) After normalizing for differences related to the timing of the recognition of California Provider Fee revenue in Q4'14 and Q4'15, same hospital revenue per adjusted 

admission increased 3.2% in Q4'15.
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Uncompensated Care Trends 

$ in millions Q2 '14 Q3 '14 Q4 '14 Q1 '15 Q2 '15 Q3 '15 Q4 '15 Q1 '16 Q2 '16

Bad Debt Expense $320 $249 $356 $363 $352 $371 $391 $376 $352

% of revenue before bad debt 7.3% 5.6% 7.4% 7.6% 7.3% 7.3% 7.2% 6.9% 6.7%

% of adjusted revenue
 (1)

6.1% 4.7% 6.2% 6.4% 6.2% 6.2% 6.1% 5.9% 5.8%

Charity Care Write-Offs $240 $254 $216 $174 $199 $268 $255 $220 $152

% of adjusted revenue
 (1)

4.6% 4.8% 3.8% 3.1% 3.5% 4.5% 4.0% 3.5% 2.5%

Uninsured Discounts $629 $600 $704 $699 $675 $664 $774 $713 $706

% of adjusted revenue
 (1)

12.0% 11.4% 12.3% 12.3% 11.8% 11.1% 12.0% 11.2% 11.6%

Uncompensated Care 
(2)

$1,189 $1,103 $1,275 $1,236 $1,226 $1,303 $1,420 $1,309 $1,210

Uncompensated Care Percentage (3) 22.7% 20.9% 22.2% 21.8% 21.4% 21.7% 22.0% 20.6% 19.9%

(1) Adjusted Revenue equals the sum of: a) Net operating revenues before provision for doubtful accounts, b) Charity Care Write-Offs, and c) Uninsured Discounts.

(2) Uncompensated Care equals the sum of: a) Bad debt, b) Charity Care Write-Offs, and c) Uninsured Discounts.

(3) The Uncompensated Care Percentage equals: a) Uncompensated Care, divided by b) Adjusted Revenue.  
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Ambulatory Care Segment Volumes 

Same-facility system-wide growth 
(1)

Q2 '14 Q3 '14 Q4 '14 Q1 '15 Q2 '15 Q3 '15 Q4 '15 Q1 '16 Q2 '16

Surgical (ASCs, Surgical Hospitals & Aspen)

Revenue 3.1% 5.1% 8.9% 8.8% 6.7% 9.9% 12.5% 11.0% 11.8%

Cases -0.4% 2.9% 2.7% 4.7% 4.8% 5.3% 6.3% 9.0% 5.1%

Revenue per case 3.5% 2.2% 6.0% 3.9% 1.8% 4.3% 5.9% 1.9% 6.3%

Non-Surgical (Imaging & Urgent Care)

Revenue - - - - 12.4% 15.5% 11.5% 10.9% 9.7%- - -

Cases - - - - 13.9% 9.5% 9.3% 8.1% 5.4%- - -

Revenue per case - - - - -1.3% 5.5% 2.0% 2.6% 4.2%- - -

Ambulatory Segment Total

Revenue - - - - 6.9% 10.1% 12.5% 11.0% 11.7%- - -

Cases - - - - 6.8% 6.3% 6.9% 8.6% 5.2%- - -

Revenue per case - - - - 0.1% 3.5% 5.2% 2.2% 6.1%

 <-------------- USPI only  (2) --------------> <--------------------- Pro forma (3) --------------------->

(1) Same-facility system-wide includes the results of both consolidated and unconsolidated facil ities.  

(2) The growth rates presented for the quarters in calendar year 2014 and Q1'15 are based on the same-facility system-wide growth rates reported by USPI-only and exclude: a) 

the results of Aspen, b) CareSpot, and c) the surgery and imaging centers that Tenet contributed to the USPI joint venture.

(3) The pro forma growth rates for the Ambulatory Segment shown from Q2'15 to Q2'16 include: a) USPI facil ities, including its ambulatory surgery centers and surgical 

hospitals, b) Aspen, c) the surgery and imaging centers that Tenet contributed to the USPI joint venture, and d) CareSpot on a same-facility system-wide basis.  Note that CareSpot 

was acquired by USPI on 12/31/2015 and is included in the growth rates starting in Q1'16.
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Ambulatory Segment Pro Forma Results 

$ in millions Q2'14 Q3'14 Q4'14 Q1'15 Q2'15 Q3'15 Q4'15 Q1'16 Q2'16

Net operating revenues $286 $287 $308 $295 $322 $329 $397 $429 $442

% growth 13.9% 12.6% 14.6% 28.9% 45.4% 37.3%

Equity in earnings of unconsolidated affiliates $28 $27 $43 $21 $28 $30 $47 $25 $26

EBITDA $110 $104 $134 $94 $115 $122 $158 $136 $139

% growth 19.0% 4.5% 17.3% 17.9% 44.7% 20.9%

Net income attributable to noncontrolling interests 
(1)

$28 $32 $33 $27 $31 $37 $48 $46 $52

EBITDA less NCI (prior to Welsh Carson related NCI) (2) $82 $72 $101 $67 $84 $85 $110 $90 $87

% growth 13.6% 2.4% 18.1% 8.9% 34.3% 3.6%

Net income attributable to Welsh Carson's ownership interest 
(2)(3)(4)

$11 $6 $16 $7 $11 $11 $17 $11 $8

EBITDA less NCI (after Welsh Carson related NCI) (2) $71 $66 $85 $60 $73 $74 $93 $79 $79

% growth 9.1% 2.8% 12.1% 9.4% 31.7% 8.2%

EBITDA margin 38.5% 36.2% 43.5% 31.9% 35.7% 37.1% 39.8% 31.7% 31.4%

EBITDA less NCI Margin (prior to Welsh Carson related NCI) 28.7% 25.1% 32.8% 22.7% 26.1% 25.8% 27.7% 21.0% 19.7%

Note: These figures  represent the pro forma financia l  results  for Tenet's  Ambulatory Care segment, including the results  for USPI, Aspen and the surgery and imaging centers  contributed by 

Tenet to the USPI joint venture for a l l  periods  shown.

(1) Represents  subs idiary level  noncontrol l ing interest expense prior to Tenet recording additional  noncontrol l ing interest expense related to Welsh Carson's  and other USPI shareholders ' 

ownership interest in the USPI joint venture.

(2) The amount labeled as  Welsh Carson related NCI represents  noncontrol l ing interest expense related to Welsh Carson's  and other USPI shareholders ' ownership interest in the USPI joint 

venture; neither Tenet nor USPI intend to make cash dis tributions  to Welsh Carson or other USPI shareholders . 

(3) Welsh Carson related NCI expense was  $37 mi l l ion in Q4'15, but would have been $17 mi l l ion excluding one-time gains .  These one-time gains  increased USPI's  net income by $41 mi l l ion 

and resulted in a  corresponding $20 mi l l ion increase in net income attributable to noncontrol l ing interests .  The $41 mi l l ion of additional  net income was  due to $32 mi l l ion of ga ins  on the 

consol idation of certa in bus inesses  in the fourth quarter of 2015 and a  $9 mi l l ion favorable tax adjustment; these ga ins  are not included in EBITDA.

(4) Welsh Carson related NCI expense was  $29 mi l l ion in Q1'16, but would have been $11 mi l l ion excluding one-time gains .  These one-time gains  increased USPI's  net income by $36 mi l l ion 

and resulted in a  corresponding $18 mi l l ion increase in net income attributable to noncontrol l ing interests .  The $36 mi l l ion of additional  net income was  due to $29 mi l l ion of ga ins  on the 

consol idation of certa in bus inesses  in the fi rs t quarter of 2016 and a  $7 mi l l ion favorable tax adjustment; these ga ins  are not included in EBITDA.
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Revenue grew 13.5% to $386 million, driven by 28% growth in revenue from non-Tenet customers 

− EBITDA grew 5% year-over-year to $63 million. 

− Third party revenue growth at Conifer includes business retained from hospitals that Tenet has sold over the past year, including five hospitals in Georgia that 

were sold to WellStar effective April 1, 2016. 

− In July, Conifer started serving six additional WellStar hospitals, which will contribute to Conifer’s third party revenue growth starting in Q3’16.   

− Conifer is making investments in 2016 to position the company for additional growth and is also onboarding Dartmouth-Hitchcock, additional Catholic Health 
Initiatives hospitals and working on other customer implementations, which are constraining Conifer’s EBITDA growth in 2016. 

Conifer 

$ in millions Q2'14 Q3'14 Q4'14 Q1'15 (1)
Q2'15 Q3'15 Q4'15 Q1'16 Q2'16

Revenue from Tenet $138 $148 $165 $160 $165 $163 $178 $167 $162

   % growth 46.8% 60.9% 31.0% 14.3% 19.6% 10.1% 7.9% 4.4% -1.8%

Other Customers $147 $148 $162 $182 $175 $184 $206 $218 $224

   % growth 17.6% 11.3% 17.4% 25.5% 19.0% 24.3% 27.2% 19.8% 28.0%

Revenue $285 $296 $327 $342 $340 $347 $384 $385 $386

   % growth 30.1% 31.6% 23.7% 20.0% 19.3% 17.2% 17.4% 12.6% 13.5%

EBITDA $44 $47 $64 $82 $60 $61 $61 $63 $63

   % growth 57.1% 30.6% 77.8% 70.8% 36.4% 29.8% -4.7% -23.2% 5.0%

EBITDA Margin 15.4% 15.9% 19.6% 24.0% 17.6% 17.6% 15.9% 16.4% 16.3%

(1) Conifer's EBITDA in Q1'15 benefitted from approximately $10 mill ion of non-recurring customer incentive revenue.

Note: Tenet and Catholic Health Initiatives represented approximately 80% of Conifer's revenue in both Q2'15 and Q2'16.
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Tenet Outlook for 2016 

$ in millions, except EPS 2016 Outlook
Net Revenue $19,500 - $19,800

Adjusted EBITDA 
(1) $2,400 - $2,500

Adjusted EBITDA Margin (1) 12.3% - 12.6%

Adjusted diluted E.P.S. from continuing operations  (1) $1.32 - $1.67

Adjusted Cash Flow from Operations 
(1) $1,300 - $1,450

Capital Expenditures $850 - $900

Adjusted Free Cash Flow (1) $400 - $600

Assumptions:

Bad Debt Ratio 6.75% - 7.25%

Total Hospital Expenses per Adjusted Admission Growth 2.0% - 3.0%

Equity in Earnings of Unconsolidated Affiliates $110 - $130

Electronic Health Record Incentives $25 - $35

Depreciation and Amortization $840 - $850

Interest Expense $970 - $980

Effective Tax Rate (2) 21% - 25%

Net Income Attributable to Noncontrolling Interests 
(3) $330 - $350

Fully diluted weighted average shares outstanding 102

(1) Excludes restructuring charges, acquisition-related costs, l itigation costs and settlements, discontinued operations, and gains on sales, consolidation and deconsolidation of facil ities.

(2) In order to estimate Tenet’s income tax expense in 2016, the following formula should be used: a) start with pre-tax income, which is estimated to be $590-$670 mill ion; b) subtract GAAP 

NCI expense, which is estimated to be $330-$350 mill ion in 2016, excluding the extra $18 mill ion of NCI in Q1'16; c) add back permanent differences and non-deductible items, which are 

estimated to be approximately $25-$35 mill ion in 2016; d) add back approximately $50 mill ion of non-cash NCI expense that Tenet is recognizing related to the portion of USPI that the 

company does not own; and, e) multiply the result by a 40% tax rate.  The result of this calculation is an effective tax rate of approximately 21%-25% on Tenet’s pre-tax income.

(3) This represents GAAP NCI expense to be recorded on the income statement, excluding the $18 mill ion of NCI recorded by USPI in Q1'16 related to $29 mill ion of gains on consolidation of 

certain businesses in Q1'16 and an associated $7 mill ion favorable income tax adjustment.  Cash distributions paid to noncontrolling interests are expected to be $230 -$250 mill ion.



10 Q2’16 – August 1, 2016 

Segment Outlook for 2016 

2016 EBITDA ~$1.6 billion 2016 EBITDA ~$590 million 2016 EBITDA ~$265 million

2016 Noncontrolling Interest (1) ~$30 million 2016 Noncontrolling Interest (1) ~$260 million 2016 Noncontrolling Interest (1) ~$50 million

Net Revenue Growth 
(2) 3% - 4% Net Revenue Growth 

(2) 7% - 9% Net Revenue Growth 
(2) 10% - 15%

Pro forma EBITDA Growth 
(3) 3% - 5% EBITDA Growth 

(3) 15% - 20% EBITDA Growth 
(3) ~4%

Adjusted Admissions Growth (2) 0.0% - 2.0% EBITDA less NCI Growth (3) 10% - 15%

Net Revenue per Adjusted Admission (2) 2.0% - 3.0% Case Growth (2) 4.0% - 5.0%

Admissions Growth
 (2)  (1.0%) - 1.0% Net Revenue per Case Growth

 (2) 3.0% - 4.0%

(3) EBITDA in the hospital segment is expected to decline in 2016 versus the 

$1.653 bill ion of reported EBITDA in 2015 as a result of divestitures. 

(3) EBITDA growth in the ambulatory segment is based on pro forma 

Ambulatory segment EBITDA of $489 mill ion and EBITDA less NCI of $300 

mill ion in 2015.  The growth rate in 2016 is benefitting from the 

annualization of acquisitions that were completed in 2015.

(3) Conifer's EBITDA growth in 2016 is based on $255 mill ion of EBITDA in 

2015 after subtracting a non-recurring benefit of approximately $10 

mill ion during the first quarter of 2015.  

(1) Based on GAAP NCI expense. (1) Based on GAAP NCI expense.  Cash NCI distributions will  be lower.  

Excludes $18 mill ion of NCI expense recorded by USPI in Q1'16 related to a 

$29 mill ion gain on consolidation and an associated $7 mill ion favorable 

income tax adjustment.

(1) Based on GAAP NCI expense.  Cash NCI distributions will  be zero.

(2) Growth rates on a same hospital basis. (2) Growth rates on a same facility system wide basis. (2) Conifer's revenue growth is benefitting from new customer wins.

Growth in 2016

Hospital Operations Ambulatory Conifer

and Other Segment Segment Segment
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 Adjusted EBITDA increased 8.6% to $617 million and would have exceeded the midpoint of 
our Outlook range excluding $12 million of charges related to the restructuring of our 
bariatric service line within the Ambulatory Care segment 

 Hospital segment delivered solid same-hospital patient revenue growth of 4.4% 

o Adjusted admissions increased 0.5% 

o Strong acuity contributed to the 3.9% increase in revenue per adjusted admission 

 Ambulatory Care segment delivered strong same-facility system-wide revenue growth of 
11.7%, representing the fourth consecutive quarter of double-digit growth  

 Conifer continues to win new clients, including WellStar and Canopy Health 

 Adjusted Free Cash Flow improved $180 million in the first half of 2016 

 Reiterated Adjusted EBITDA Outlook for 2016 

Summary 



Appendix and Reconciliation of  
Non-GAAP Financial Measures 
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Adjusted EBITDA, a non-GAAP measure, is defined by the Company as net income (loss) attributable to Tenet Healthcare Corporation common shareholders 
before (1) the cumulative effect of changes in accounting principle, (2) net loss (income) attributable to noncontrolling interests, (3) income (loss) from 
discontinued operations, (4) income tax benefit (expense), (5) investment earnings (losses), (6) gain (loss) from early extinguishment of debt, (7) interest 
expense, (8) litigation and investigation (costs) benefit, net of insurance recoveries, (9) net gains (losses) on sales, consolidation and deconsolidation of 
facilities, (10) impairment and restructuring charges and acquisition-related costs, and (11) depreciation and amortization.  Litigation and investigation costs do 
not include ordinary course of business malpractice and other litigation and related expense.  
  
Adjusted net income from continuing operations, a non-GAAP measure, is defined by the Company as net income (loss) attributable to Tenet Healthcare 
Corporation common shareholders before (1) impairment and restructuring charges, and acquisition-related costs, (2) litigation and investigation costs, (3) 
gains on sales, consolidation and deconsolidation of facilities, (4) the associated impact of these three items on taxes and noncontrolling interests, and (5) net 
income (loss) from discontinued operations. Adjusted diluted earnings per share from continuing operations, a non-GAAP term, is defined by the Company as 
Adjusted net income from continuing operations divided by the weighted average diluted shares outstanding in the reporting period.   
  
Free Cash Flow, a non-GAAP measure, is defined by the Company as (1) net cash provided by (used in) operating activities, less (2) purchases of property and 
equipment from continuing operations.   
  
Adjusted Free Cash Flow, a non-GAAP measure, is defined by the Company as (1) Adjusted net cash provided by (used in) operating activities from continuing 
operations, less (2) purchases of property and equipment from continuing operations. Adjusted net cash provided by (used in) operating activities, a non-GAAP 
measure, is defined by the Company as cash provided by (used in) operating activities prior to (1) payments for restructuring charges, acquisition-related costs 
and litigation costs and settlements, and, (2) net cash provided by (used in) operating activities from discontinued operations.  
  
The Company believes the foregoing non-GAAP measures are useful to investors and analysts because they present additional information on the Company’s 
financial performance.  Investors, analysts, Company management and the Company’s Board of Directors utilize these non-GAAP measures, in addition to GAAP 
measures, to track the company’s financial and operating performance and compare the Company’s performance to its peer companies, which utilize similar 
non-GAAP measures in their presentations.  The Human Resources Committee of the Company’s Board of Directors also uses certain of these measures to 
evaluate management’s performance for the purpose of determining incentive compensation.  Additional information regarding the purpose and utility of 
specific non-GAAP measures used in this release is set forth below.  
 

(continued on the following page) 

 

Non-GAAP Financial Measures 
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(continued from the prior page) 
 
The Company believes that Adjusted EBITDA is a useful measure, in part, because certain investors and analysts use both historical and projected Adjusted 
EBITDA, in addition to other GAAP and non-GAAP measures, as factors in determining the estimated fair value of shares of the Company’s common stock.  
Company management also regularly reviews the Adjusted EBITDA performance for each operating segment.  The Company does not use Adjusted EBITDA to 
measure liquidity, but instead to measure operating performance. 
  
We use, and we believe investors and analysts use, Free Cash Flow and Adjusted Free Cash Flow as supplemental measures to analyze cash flows generated 
from our operations because we believe it is useful to investors in evaluating our ability to fund distributions paid to noncontrolling interests, acquisitions, 
purchasing equity interests in joint ventures or repaying debt.    
  
These non-GAAP measures may not be comparable to similarly titled measures reported by other companies.  Because these measures exclude many items 
that are included in our financial statements, they do not provide a complete measure of our operating performance.  For example, the Company’s definitions 
of Free Cash Flow and Adjusted Free Cash Flow do not account for other important uses of cash including (1) cash used to purchase businesses or joint venture 
interests, or (2) any items that are classified as Cash Flows From Financing Activities on the Company’s Consolidated Statement of Cash Flows, including items 
such as (i) cash used to repay borrowings, (ii) distributions paid to noncontrolling interests, or (iii) payments under the Put/Call Agreement for USPI redeemable 
noncontrolling interest, which are recorded on the Statement of Cash Flows as the purchase of noncontrolling interest.  Accordingly, investors are encouraged 
to use GAAP measures when evaluating the Company’s financial performance. 
  
A reconciliation of Adjusted EBITDA to net income (loss) attributable to Tenet Healthcare Corporation common shareholders, the most comparable GAAP 
measure, is set forth in Table #1 below for the three and six months ended June 30, 2016 and 2015.  A reconciliation of Adjusted net income from continuing 
operations to net income (loss) attributable to Tenet Healthcare Corporation common shareholders, the most comparable GAAP measure, is set forth in Table 
#2 below for the three and six months ended June 30, 2016 and 2015.  A reconciliation of Free Cash Flow and Adjusted Free Cash Flow to net cash provided by 
(used in) operating activities, the most comparable GAAP measure, is set forth in Table #3 below for the three and six months ended June 30, 2016 and 2015. 
 
  
 
 

 
 

Non-GAAP Financial Measures 
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Table #1 – Reconciliation of Adjusted EBITDA to Net Income Available (Loss Attributable) to  

Tenet Healthcare Corporation Common Shareholders 

(Unaudited) 
                

(Dollars in millions) Three Months Ended   Six Months Ended  

 June 30,   June 30,  

 2016  2015  2016  2015 

Net loss attributable to Tenet Healthcare Corporation common 

shareholders $  (46)   $  (61)   $  (105)   $  (14)  

Less: Net income attributable to noncontrolling interests   (85)     (33)     (178)     (62)  

Net loss from discontinued operations, net of tax   (2)     (1)     (6)     —  

Net income (loss) from continuing operations   41     (27)     79     48  

Income tax benefit (expense)   16     27     (51)     11  

Investment earnings (losses)   2     (1)     3     (1)  

Interest expense   (244)     (217)     (487)     (416)  

Operating income   267     164     614     454  

Litigation and investigation costs   (114)     (14)     (287)     (17)  

Gains on sales, consolidation and deconsolidation of facilities   1     —     148     —  

Impairment and restructuring charges, and acquisition-related costs   (22)     (193)     (50)     (222)  

Depreciation and amortization   (215)     (197)     (427)     (404)  

Adjusted EBITDA  $  617   $  568   $  1,230   $  1,097  

                

Net operating revenues  $  4,868   $  4,492   $  9,912   $  8,916  

                

Net income (loss) from continuing operations as a % of operating revenues   (0.9) %    (1.4) %    (1.1) %    (0.2) % 

                

Adjusted EBITDA as % of net operating revenues (Adjusted EBITDA margin)  12.7 %   12.6 %   12.4 %   12.3 % 
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Table #2 – Pre-Tax, After-Tax and Earnings Per Share Impact of Certain Items on Continuing Operations 

(Unaudited) 
 

 

 

 

 

                

 Three Months Ended   Six Months Ended  

(Dollars in millions except per share amounts) June 30,   June 30,  

 2016  2015  2016  2015 

Adjustments to calculate Adjusted Diluted EPS (Expense) Income  

Impairment and restructuring charges, and acquisition-related costs $  (22)   $  (193)   $  (50)   $  (222)  

Litigation and investigation costs   (114)     (14)     (287)     (17)  

Gain on sales, consolidation and deconsolidation of facilities   1     —     148     —  

Pre-tax impact $  (135)   $  (207)   $  (189)   $  (239)  

Tax impact of above items $  53   $  71   $  25   $  82  

Total after-tax impact $  (82)   $  (136)   $  (164)   $  (157)  

Noncontrolling interests impact   —     —     (18)     —  

Total income (loss) from items above $  (82)   $  (136)   $  (182)   $  (157)  

                

Net income available (loss attributable) to common shareholders $  (46)   $  (61)   $  (105)   $  (14)  

Less net income (loss) discontinued operations, net of tax   (2)     (1)     (6)     —  

Net income (loss) from continuing operations, net of tax $  (44)   $  (60)   $  (99)   $  (14)  

Net loss (income) from adjustments above   82     136     182     157  

Adjusted net income (loss) $  38   $  76   $  83   $  143  

                

Weighted average dilutive shares outstanding (in thousands)   100,727     101,917     100,531     101,395  

Diluted earnings per share from continuing operations $  (0.44)   $  (0.60)   $  (1.00)   $  (0.14)  

Adjusted diluted EPS from continuing operations $  0.38   $  0.75   $  0.83   $  1.41  
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Table #3 – Reconciliations of Free Cash Flow and Adjusted Free Cash Flow 

(Unaudited) 

 
                 

  Three Months Ended   Six Months Ended  

(Dollars in millions)  June 30,   June 30,  

  2016  2015  2016  2015 

Net cash provided by (used in) operating activities  $  435   $  410   $  582   $  353  

Purchases of property and equipment    (205)     (175)     (413)     (359)  

Free cash flow  $  230   $  235   $  169   $  (6)  

                 

Net cash provided by (used in) investing activities  $  (266)   $  (798)   $  54   $  (985)  

Net cash provided by (used in) financing activities  $  (241)   $  502   $  (336)   $  738  

                 

Net cash provided by (used in) operating activities  $  435   $  410   $  582   $  353  

Less:                 

Payments for restructuring charges, acquisition-related costs, and litigation 

costs and settlements     (30)     (53)  
 
  (99)     (86)  

Net cash used in operating activities from discontinued operations    3     (4)     —     (8)  

Adjusted net cash provided by operating activities – continuing operations    462     467     681     447  

Purchases of property and equipment – continuing operations    (205)     (175)     (413)     (359)  

Adjusted free cash flow – continuing operations  $  257   $  292   $  268   $  88  
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Table #4 – Reconciliation of Outlook Adjusted EBITDA to Outlook Net Income Attributable to  

Tenet Healthcare Corporation Common Shareholders 

 (Unaudited) 
                 

(Dollars in millions)  Q3 2016  2016 

   Low   High   Low   High  

Net income (loss) attributable to Tenet Healthcare Corporation 

common shareholders 
 $ 5   $  25 

 
 $  (80)   $  (40) 

 

Less: Net (income) loss attributable to noncontrolling interests    (80)     (90)     (350)     (370)  

Net loss from discontinued operations, net of tax    (5)     -     (15)     (10)  

Income from continuing operations    90     115     285     340  

Income tax expense     (15)     (25)     (115)     (140)  

Income from continuing operations, before income taxes    105     140     400     480  

Interest expense   (240)    (245)    (970)    (980)  

Operating income    345     385     1,370     1,460  

Gains on sales, consolidation and deconsolidation of facilities
(a)

    -     -     147     147  

Impairment and restructuring charges, acquisition-related costs                 

and litigation costs and settlements
(a)

    -     -     (337)     (337)  

Depreciation and amortization   (205)    (215)    (840)    (850)  

Adjusted EBITDA   $  550   $  600   $  2,400   $  2,500  

Adjusted EBITDA as % of net operating revenues 

(Adjusted EBITDA margin)   11.6 %   12.4 %   12.3 %   12.6 % 

                 

Net income (loss) from continuing operations   $  10   $  25   $  (65)   $  (30)  

Net income (loss) from continuing operations as a % of operating revenues    0.2 %    0.5 %    (0.3) %    (0.2) % 

                 

Net operating revenues   $  4,750   $  4,850   $  19,500   $  19,800  

                 

Adjusted EBITDA   $  550   $  600   $  2,400   $  2,500  

Depreciation and amortization    (205)     (215)     (840)     (850)  

Interest expense    (240)     (245)     (970)     (980)  

Adjusted income from continuing operations before income taxes    105     140     590     670  

Income tax expense    (15)     (25)     (125)     (150)  

Adjusted income from continuing operations     90     115     465     520  

Net income attributable to noncontrolling interests    (80)     (90)     (330)     (350)  

Adjusted net income attributable to common shareholders  $  10   $  25   $  135   $  170  

                 

Basic weighted average shares outstanding   100    100    99    99  

Fully diluted weighted average shares outstanding (in millions)    102    102    102    102  

                 

Diluted earnings per share from continuing operations  $  0.10   $  0.25   $  (0.66)   $  (0.30)  

Adjusted diluted earnings per share from continuing operations    $  0.10   $  0.25   $  1.32   $  1.67  
 

 

 

 

 

 

 

(a)
 Company does not forecast impairment and restructuring charges, acquisition-related costs and litigation costs and settlements 

and gains on sales, consolidation and deconsolidation of facilities because the Company does not believe that it can forecast 

these items with sufficient accuracy since some of these items are indeterminable at the time the Company provides its financial 

Outlook. 
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Table #5 – Reconciliation of Outlook Adjusted Free Cash Flow for the Year Ending December 31, 2016 

(Dollars in millions)        2016 

        Low  High 

Net cash provided by operating activities        $  1,177  $  1,337 

Less:             

Payments for restructuring charges, acquisition-related costs and  

litigation costs and settlements
(a)

 
       

  (98)    (98) 

Net cash used in operating activities from discontinued operations         (25)   (15) 

Adjusted net cash provided by operating activities – 

continuing operations  
       

$  1,300  $  1,450 

Purchases of property and equipment – continuing operations         (900)   (850) 

Adjusted free cash flow – continuing operations        $  400  $  600 

 
(a)

 Company does not forecast impairment and restructuring charges, acquisition-related costs and litigation costs and settlements 

because the Company does not believe that it can forecast these items with sufficient accuracy since some of these items may be 

indeterminable at the time the Company provides its financial Outlook.   




