
 
 

 

 
 

 
 
 

 

 

 

 
   
 

 
 

 
 

 
 

 

 
 
 
 
 
 

 
 
 
 
 

 

 
 
 
 

 

 

IN THE UNITED STATES DISTRICT COURT 
FOR THE SOUTHERN DISTRICT OF TEXAS 

HOUSTON DIVISION 

FEDERAL TRADE COMMISSION 
600 Pennsylvania Avenue, N.W. 
Washington, DC, 20580 

Plaintiff, 

v. 

U.S. ANESTHESIA PARTNERS, INC.  





 
 

 

 

 

 

 

executives. Welsh Carson and USAP spent the next decade bringing that consolidation strategy 

to life through a set of illegal tactics. 
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for services in fact provided by those independent groups that had been charging lower prices. 

Like its acquisitions, USAP’s price-setting arrangements yielded “synergies”—or additional 

revenues—that USAP then split with each independent group. Despite USAP’s own executives 

recognizing that these price-setting arrangements are “odd from a compliance standpoint,” two 

of them remain in use today and USAP has signed or pursued multiple others. 

7. Third, USAP and Welsh Carson entered a market allocation with another large 

anesthesia services provider, 

. The Welsh Carson partner who acted as USAP’s 

chief negotiator made clear that this market allocation agreement was “what we want,” and he 

later expressed appreciation for  “constructive” attitude towards USAP’s and Welsh 

Carson’s interest in sidelining a significant rival. 

8. Defendants’ consolidation strategy has worked. Thanks to its roll-up, price-setting 

agreements, and market allocation scheme, USAP is the dominant provider of anesthesia services 

in Texas and in many of its major metropolitan areas, including Houston and Dallas. No rival 

comes close to matching USAP’s size. As of 2021, USAP was at least four times larger than the 

second-largest group in Houston; six times larger than the second-largest group in Dallas; and 

nearly seven times larger than the second-largest group in all of Texas. It is also one of the most 

expensive, with reimbursement rates that are double the median rate of other anesthesia 
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I. JURISDICTION AND VENUE 
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II. THE PARTIES 

A. Plaintiff Federal Trade Commission 

18. Plaintiff FTC is an administrative agency of the United States Government, 

established, organized, and existing pursuant to the FTC Act, 15 U.S.C. § 41, et seq. 



 
 

 

 

 

 

 

 

  

 

 

 

22. USAP currently has a presence in eight states: Colorado, Florida, Indiana, 

Maryland, Nevada, Tennessee, Texas, and Washington. At all times, Texas has been USAP’s 

largest market, accounting for approximately 65% of the company’s profit in 2021.  

C. Defendant Welsh Carson 

 investment. 

23. Welsh Carson is engaged in the business of private equity investment and 

management, primarily in the healthcare and technology sectors. Since its founding in 1979, 

Welsh Carson has raised over $31 billion and invested in over 95 healthcare companies. Welsh 

Carson’s investments include USAP, which it co-founded in 2012 with an approximately $

24. Like other private equity firms, Welsh Carson uses a complex maze of related 

entities, including but not limited to the Welsh Carson Defendants, to carry out its business. 

25. Defendant WCAS Management Corporation is a for-profit Delaware corporation 

founded in 2000. WCAS Management Corporation employs or otherwise compensates 

investment professionals. This includes both Welsh Carson’s “partners,” who serve as the 

officers, directors, and managers of Welsh Carson Management Corp., and more junior 

investment professionals, whom the partners supervise and direct. These investment 

professionals raise money from investors such as insurance companies, pension plans, and high-

net-worth individuals and pool that money into investment vehicles called “funds,” which 

operate as limited partnerships. 

26. Defendant Welsh, Carson, Anderson & Stowe XII, L.P. (the “WCAS XII fund”) 

is a Delaware limited partnership founded in 2014. The WCAS XII fund, like other Welsh 

Carson funds before and since, uses money raised from investors to purchase ownership stakes in 
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role as officers, directors, and managers of WCAS Management Corp., which serves as the 

investment manager for WCAS Associates XI. 

30. Defendant WCAS Management, L.P. is a Delaware limited partnership founded 

in 2017. Welsh Carson has transitioned many (if not all) of the responsibilities and eh9k/oy



 
 

 

 

 

 

 

 

 

Management Corp. And the same individual “partners” serve as officers, directors, or managers 

of—and thus ultimately control—the different Welsh Carson Defendants. To take just one 

example: D. Scott Mackesy, described on the Welsh Carson website as the “Managing Partner of 

the Firm,” is a managing member of Defendants WCAS XI and XII Associates, LLC (which, as 

described above, control Defendants Welsh, Carson, Anderson & Stowe XI and XII, L.P.); 

President and a director of Defendant Welsh Carson Management Corp.; and a managing 

member and director of Welsh Carson Management, LLC (which, as described above, controls 

Welsh Carson Management, L.P.). 

33. Welsh Carson controls many of its funds’ portfolio companies. If a Welsh Carson 

fund directly owns more than 50% of a portfolio company or otherwise has rights to more than 

50% of its shares, Welsh Carson has formal control over the company’s major decisions. Welsh 

Carson typically is guaranteed representation—sometimes a majority—on a portfolio company’s 

board of directors, to which the company’s management reports. Welsh Carson also identifies, 

and has its portfolio companies hire, management teams who share the vision of and take 

direction from Welsh Carson. And Welsh Carson personnel supervise and assist company 

management and other employees in day-to-day operations. 

34. USAP has been a Welsh Carson portfolio company since 2012, when Welsh 

Carson created the company for the purpose of rolling up anesthesia practices in Texas.  

35. Welsh Carson’s specific ownership stake in USAP has varied over time. At 

USAP’s founding in 2012, Welsh Carson owned 50.2% of the company. Between 2013 and 

2017, Welsh Carson’s ownership stake was diluted to 44.8% as USAP granted equity to acquirinW34.  44.6cqutAions. Wels3 Td
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USAP. Despite the changes in the degree of its formal ownership of USAP, Welsh Carson has 

actively directed USAP’s corporate strategy and decision-making, particularly with respect to 

mergers and acquisitions of anesthesia practices in Texas. 

36. At all times, Welsh Carson has been guaranteed at least two seats on the USAP 

board of directors. From 2012 and 2017, Welsh Carson had the right to appoint the majority of 

USAP’s board of directors, including its chair. Between 2013 and 2017, even when its ownership 

stake dipped below 50%, Welsh Carson—in its own words—maintained control over USAP “in 

all practical respects” because it held the voting rights of almost all of the company’s other 

shareholders. Indeed, one of the Welsh Carson partners most intimately involved with USAP’s 

business stated in 2014 that “our mandate is to be control investors.” Following its partial sale of 



 
 

 

 

 

 

 

 

 

 

Regan often directed Welsh Carson employees (who were not USAP board members) to assist 

with USAP’s consolidation scheme, such as by identifying attractive acquisitions, helping secure 

funding, and assisting in negotiations with insurers. 

. 

38. Welsh Carson hired most of USAP’s original management team, including the 

Chief Executive Officer, Chief Financial Officer, Chief Operations Officer, and head of Human 

Resources, all of whom had previously served in similar capacities at other Welsh Carson 

portfolio companies. Other senior employees—such as USAP’s longtime Vice President of Payor 

Contracting—were hired in part due to their Welsh Carson connections. USAP’s current CEO 

came from Welsh Carson and . 

39. Welsh Carson has regularly provided USAP with strategic, operational, and 

financial support since its founding. Pursuant to a series of management agreements and 

otherwise, Welsh Carson personnel have provided USAP with services related to corporate 

finance, acquisition due diligence, and strategic planning (among other things). At USAP’s 

founding, when the company was considerably smaller than it is today, USAP relied extensively 

on Welsh Carson personnel. Over the years, USAP and Welsh Carson personnel continued to 

work together frequently and closely. 

40. At all relevant times, Welsh Carson has formulated, directed, controlled, had the 

authority to control, dictated, encouraged, or actively and directly participated in the 

anticompetitive conduct describe herein. 
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III. BACKGROUND 

A. Anesthesia is administered to patients by doctors and nurses to prevent pain  

41. Anesthesia is a type of medical treatment that prevents patients from feeling pain 

during procedures such as surgery or dental work. Depending on the procedure, a patient may 

receive general anesthesia—which affects the entire body, often rendering them unconscious 

while sustaining critical life functions—or local / regional anesthesia, which blocks pain in only 

part of the body and does not affect a patient’s consciousness. 

42. Patients receive general anesthesia through the bloodstream (i.e., intravenously) 

or by inhaling gas. General anesthesia is typically safe but can pose risks for some patients, such 

as the elderly or persons with chronic illnesses. Local and regional anesthesia are safer, and 

patients can typically return home soon after their procedure. For example, local anesthesia is 

often used in routine dental surgery and regional anesthesia is often used during childbirth.  

43. The practice of administering anesthesia is a specialty medical field known as 

anesthesiology. Anesthesia providers include physician anesthesiologists as well as nurse 

anesthetists. Physician anesthesiologists are doctors with a medical degree. After completing 

medical school, physicians complete a residency in anesthesiology. Most physician 

anesthesiologists then become “board-certified” by passing an examination administered by the 

American Board of Anesthesiology. Some physicians also complete an additional “fellowship” 

year of training in a sub-specialty, such as cardiovascular anesthesia. 

44. Nurse anesthetists must have a year of nursing experience and obtain a specialized 

certification in anesthesia administration (a training course that lasts two to three years) and then 

pass a national certification exam. After achieving this certification, a nurse is referred to as a 

“certified registered nurse anesthetist” or CRNA.  
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45. Physician anesthesiologists and nurse anesthetists alike must be certified by a 



 
 

 

 

 

  

 

 

 

a hospital, but it has become increasingly common to perform them in dedicated clinics. Unlike 

hospitals, ambulatory surgical centers do not have facilities that can accommodate a patient’s 

overnight stay. In addition, these settings lack the specialized tools and equipment that hospitals 

possess to perform more complex surgeries that require a hospital setting. 

50. Local anesthesia generally can be performed in outpatient care centers (i.e., 

facilities where patients do not stay overnight) and doctors’ offices because they require less 

robust medical facilities and fewer staff. 

51. General anesthesia and some regional anesthesia services, by contrast, are 

typically performed only in hospitals or qualified facilities specifically designed for outpatient 

surgery, such as ambulatory surgical centers or outpatient surgery centers. 



 
 

 

 

 

 

 

 

 

 



 
 

 

 

 

 

 

 

 

exclusive hospital contracts because, for example, they may have established reputations for 

quality and may not require as much recruiting, temporary hiring, or travel costs as more distant 

alternatives. But absent sufficient local competitors, a hospital may consider more distant 

alternatives. That is particularly true for hospitals that are part of larger systems, which may look 

to anesthesia groups from different parts of the state that reliably serve the system’s other 

facilities. 

D. Insurers negotiate network status and reimbursement with anesthesia providers 

60. To control healthcare costs, insurers build networks, which are combinations of 

hospitals, outpatient facilities, physicians, physician groups, and other providers, including 

anesthesia providers that are available at a lower cost to the insurer’s clients. 

61. In exchange for being included in an insurer’s network, providers typically agree 

to give a discount off the total amount they charge. These discounted reimbursement rates 

establish how much the payor will pay the provider on behalf of its beneficiaries (referred to as 

“members”). Services obtained outside of an insurer’s network are subject to different—and 

usually higher—reimbursement rates. 

62. Anesthesia providers are typically paid based upon three factors: (1) 15-minute 

intervals of time spent on a procedure; (2) a base unit reflective of the difficulty or complexity of 

the procedure, as established by the American Society of Anesthesiologists; and (3) a dollar-

value “conversion factor.” Commercial insurers negotiate the conversion factor with the 

anesthesia providers. 

63. A provider’s reimbursement is calculated by adding the number of time units and 

base units, then multiplying by the conversion factor. For example, a physician who provides 
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