
 

 
Public Competition Assessment 

13 March 2006 
 
Lake Imaging Pty Limited proposed acquisition of radiology practices of St John of God Health 
Care in Ballarat and Geelong  

Introduction 

1. On 3 March 2005, the Australian Competition and Consumer Commission (the 
ACCC) announced that it had concluded that the proposed acquisition of certain 
radiology practices of St John of God Health Care (SJGHC) in Ballarat and Geelong 
by Lake Imaging Pty Ltd (Lake Imaging) would be unlikely to substantially lessen 
competition in any relevant market in contravention of section 50 of the Trade 
Practices Act 1974 (the Act). 

2. In reaching its decision, the ACCC took account of section 87B undertakings received 
from Lake Imaging and SJGHC addressing potential competition concerns about the 
supply of ultrasound services in Ballarat.   

3. The ACCC made its decision on the basis of the information provided by the parties 
and information arising from its market inquiries. This Public Competition 
Assessment outlines the basis on which the ACCC has reached its decision on the 
proposed transaction, subject to confidentiality considerations. 

Public Competition Assessments 

4. To provide an enhanced level of transparency and procedural fairness in its decision 
making process, the ACCC issues a Public Competition Assessment for all transaction 
proposals where: 

• a merger is rejected; 

• a merger is subject to enforceable undertakings; 

• the merger parties seek such disclosure; or 

• a merger is approved but raises important issues that the ACCC considers should 
be made public. 

5. In this case, the merger is subject to enforceable undertakings. 

6. By issuing Public Competition Assessments, the ACCC aims to provide the market 
with a better understanding of the ACCC's analysis of various markets and the 
associated merger and competition issues. It also alerts the market to the 
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circumstances where the ACCC’s assessment of the competition conditions in 
particular markets is changing, or likely to change, because of developments. 

7. Each Public Competition Assessment is specific to the particular transaction under 
review by the ACCC. While some transaction proposals may involve the same or 
related markets, it should not be assumed that the analysis and decision outlined in 
one Public Competition Assessment will be conclusive of the ACCC’s view in respect 
of other transaction proposals, as each matter will be considered on its own merits. 

8. Many of the ACCC’s decisions will involve consideration of both non-confidential 
and confidential information provided by the merger parties and market participants. 
In order to maintain the confidentiality of particular information, Public Competition 
Assessments do not contain any confidential information or identify the sources of 
such information. While the ACCC aims to provide an appropriately detailed 
explanation of the basis for the ACCC decision, maintaining confidentiality will be 
the ACCC's paramount concern. 

The parties 

Lake Imaging  

9. Lake Imaging operates eight diagnostic imaging practices throughout north-western 
metropolitan Melbourne and regional Victoria, including in Geelong and Ballarat. 

St John of God Health Care 

10. SJGHC is a non-profit health care provider.  Among other things, it operates 
eleven private hospitals in Western Australia and Victoria, as well as radiology 
practices in Geelong and Ballarat. 

The proposed transaction 
 

11. Lake Imaging proposes to acquire the following businesses of SJGHC: 

• the diagnostic imaging business (including nuclear medicine and MRI1) located at 
St John of God Hospital, Geelong and four premises at Geelong, Ocean Grove, 
Belmont and Corio in the Geelong area (the Geelong acquisition); and 

• the ultrasound and nuclear medicine businesses located at St John of God 
Hospital, Ballarat.  SJGHC will retain ownership of the remaining diagnostic 
imaging businesses located at St John of God Hospital in Ballarat (the Ballarat 
acquisition).   

                                                 
1 Magnetic resonance imaging  
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Timing 
 

Date Event 

3 January 2006 Lake Imaging lodged application for informal 
clearance 

6 January 2006 Market inquiries commenced 

25 January ACCC requested further information from Lake 
Imaging regarding concerns raised in market inquiries 

2 February 2006 ACCC raised further concerns with Lake Imaging 

14, 16 and 17 
February 2006 

Lake Imaging and St SJGHC provided further 
submissions to the ACCC 

3 March 2006 ACCC announced that it would not oppose the 
proposed acquisition after receiving section 87B 
undertakings from Lake Imaging and SJGHC 

 
Market inquiries 

 
12. The ACCC sought the views of competitors, medical practitioners and other relevant 

bodies during market inquiries. 

Competition analysis – Ballarat acquisition 

13. The ACCC concluded that the geographic market was the Ballarat region. 

14. In previous acquisitions of diagnostic imaging practices, the ACCC has defined the 
relevant product markets to be those for: 

• the supply of diagnostic imaging services (excluding nuclear medicine and MRI 
and in-patients at public hospitals); 

• the supply of nuclear medicine services (excluding in-patients at public hospitals); 
and 

• the supply of MRI services (excluding in-patients at public hospitals). 

15. The ACCC formed this view based on information that, while different diagnostic 
imaging modalities2 require different equipment: 

• diagnostic imaging suppliers tend to offer more than one modality at a clinic so as 
to reduce administrative and operational overheads; 

                                                 
2 Modalities include X-ray, ultrasound, MRI, nuclear medicine etc 
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• the educational qualifications of radiologists allow them to provide a range of 
modalities.  However, radiologists require additional qualifications to provide 
nuclear medicine services; and 

• the Australian Government subsidises the purchase of MRI equipment and the 
provision of MRI services by radiologists.  However, for social policy reasons, 
MRI subsidies are limited, which limits the ability of general diagnostic imaging 
clinics to supply MRI services.  Consequently, MRI services are likely to 
constitute a separate market from general diagnostic imaging.  

16. However, in the Ballarat market, the ACCC observed that: 

• SJGHC proposes to remove ultrasound from its general diagnostic imaging 
practice (by selling it to Lake Imaging).  Presumably it does not consider that this 
split would place the part of the practice it is retaining at a competitive 
disadvantage; and 

• a key potential new entrant to the market identified by the merger parties is 
considering opening a clinic solely to provide ultrasound services. 

17. The ACCC also observed that Lake Imaging would be the only existing ultrasound 
provider in Ballarat apart from the public health care authority, Ballarat Health 
Services (BHS).  Market inquiries raised some doubt about whether BHS would be 
likely to constitute a significant competitive constraint on Lake Imaging post-
acquisition. 

18. Ultimately, the ACCC did not need to resolve the issue of whether there exists a 
separate ultrasound market in Ballarat, as Lake Imaging and SJGHC provided court-
enforceable undertakings that addressed any potential concerns about the supply of 
ultrasound services in Ballarat by removing contractual impediments to potential new 
entry (see paragraphs 20-22). 

19. The ACCC was satisfied that Lake Imaging’s acquisition of SJGHC’s nuclear 
medicine practice in Ballarat was unlikely to raise competition concerns because Lake 
Imaging does not currently supply nuclear medicine services in Ballarat. 

Section 87B undertakings 
 
20. On 3 March 2006, Lake Imaging and SJGHC provided section 87B undertakings to 

the ACCC. 

21. Lake Imaging undertook to the ACCC that: 

• it will not exercise or enforce or attempt to exercise or enforce, whether by legal 
proceedings or otherwise, its rights pursuant to a clause of its Sale of Business 
Agreement with SJGHC (solely in so far as these rights relate to the supply by 
SJGHC of ultrasound services in Ballarat) so as to prevent SJGHC from supplying 
ultrasound services in Ballarat; 

• but not so as to preclude Lake Imaging from exercising or enforcing rights against 
SJGHC pursuant to the same clause in the Sale of Business Agreement in respect 
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ultrasound services supplied from St John of God Hospital, Ballarat premises for a 
period of three years after completion of the Sale of Business Agreement. 

22. SJGHC undertook to the ACCC that it will not exercise or enforce, or attempt to 
exercise or enforce, whether by legal proceedings or otherwise, any of its rights 
pursuant to certain clauses in contracts between SJGHC and radiologists currently 
supplying services to SJGHC at St John of God Hospital, Ballarat, so as to prevent 
any person from supplying ultrasound services or operating an ultrasound clinic in 
Ballarat. 

Acquisition of SJGHC radiology practice in Geelong 

23. The relevant markets were the Geelong markets for diagnostic imaging services 
(excluding nuclear medicine and MRI), nuclear medicine services and MRI services.  

24. The ACCC was satisfied Lake Imaging’s acquisition of SJGHC’s radiology practice 
in Geelong would be unlikely to raise competition concerns given the existence of 
other competitors in the market to whom patients could be referred if Lake Imaging 
raised its prices. 

Conclusion 
 
25. The ACCC concluded that the proposed acquisition by Lake Imaging of SJGHC’s 

entire diagnostic imaging practice in Geelong, and of SJGHC’s nuclear medicine and 
ultrasound practices in Ballarat, would be unlikely to substantially lessen competition 
in any market in contravention of section 50 of the TPA.  The ACCC took into 
account the court-enforceable section 87B undertakings given by Lake Imaging and 
SJGHC (see paragraphs 20-22) in reaching this conclusion. 
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