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The ambulatory care expansion of high-cost hospital systems is poised to transform the
Massachusetts health care market. Whether this transformation harms consumers by driving up
statewide costs and health insurance premiums or helps consumers by providing more convenient
access to care in the suburbs (or both), these proposed projects are significant market changes and
merit complete, transparent, and data-driven analysis. Unlike mergers or acquisitions, proposed
system expansions do not trigger notification to antitrust regulators, nor the option of a full Cost
and Market Impact Review at the Health Policy Commission (HPC). In its 2021 Cost Trends
Report, the HPC recently highlighted the need for enhanced scrutiny and monitoring of provider
expansions and ambulatory care. Assumptions and conclusions by the proponents of these projects
must be thoroughly tested against the state’s health care cost containment goals. Whether a
proposed expansion project ultimately raises or lowers costs depends in large part on whether it
shifts commercial market share to or away from higher-priced options.! Low-cost community
hospitals rely on narrow commercial margins to stay in business, and a shift of commercial patients
away from them threatens their continued viability as affordable and high-quality options in the
market.

The Attorney General’s Office (AGO) has a special role in promoting access to affordable
health care in Massachusetts. The AGO is charged by law with monitoring trends in the health care
market, especially in the size of provider organizations®, and is authorized to obtain information
through civil investigative demands related to health care cost trends and cost drivers from market
participants.’

Mass General Brigham (MGB) is one of the most preeminent health care institutions in the
world, and Massachusetts residents benefit immensely from the high quality and cutting-edge
research, training, and care it provides here in the Commonwealth. It is also the biggest and highest

!'The Attorney General’s Office has issued previous reports citing commercial market share shifting toward high-priced
providers as a key driver of overall health care costs. See OFF. OF ATT’Y GEN., EXAMINATION OF HEALTH
CARE COST TRENDS AND COST DRIVERS at 3-5, (Oct. 17, 2019); OFF. OF ATT’Y GEN., EXAMINATION
OF HEALTH CARE COST TRENDS AND COST DRIVERS at 23-24, (Sept. 18, 2015).

2 Mass. Gen. Laws ch. 12, § 11N (“The attorney general shall monitor trends in the health care market including, but not
limited to, trends in provider organization size and composition, consolidation in the provider matket, payer contracting
trends and patient access and quality issues in the health care market.”) (emphasis added).

3 Mass. Gen. Laws ch. 12C, § 17 (“The attorney general may require that any provider, provider organization, or payer
produce documents, answer interrogatories and provide testimony under oath related to health care costs and cost
trends, factors that contribute to cost growth within the commonwealth's health care system and the relationship
between provider costs and payer premium rates.”).



priced health care system in Massachusetts. In early 2021,* MGB released plans to build three
ambulatory care centers with ambulatory surgery, physician services, and high-tech imaging in
Massachusetts: new sites in Westborough and Woburn and a significant expansion of MGB’s
existing physician site in Westwood.> At the same time, MGB also released plans to renovate and
expand Massachusetts General Hospital and Brigham and Women’s Faulkner Hospital. Consistent
with its statutory responsibility to monitor and investigate health care cost trends and drivers, the
AGO initiated an independent examination of the cost impacts of MGB’s ambulatory care
expansion proposal, including a review of documents MGB has produced in response to our civil
investigative demand. The AGO thanks MGB for its cooperation with this examination.

The HPC and the Department of Public Health (DPH) are undertaking reviews of these
proposals. Market participants, community organizations, members of the public and other
stakeholders have an opportunity to comment on the proposals, informed by materials MGB has
released through its Determination of Need (DoN) application. Based on our understanding of the
parameters of the HPC and DPH analyses, and after review of documents MGB produced as part of
our examination, the AGO determined that disclosure of certain information from our examination
is necessary to ensure that the HPC and DPH analyses proceed with the appropriate analytical scope
and frame.

After balancing the public interest in this disclosure with the privacy, trade secret, and anti-
competitive interests, and determining that the disclosure will promote the health care cost
containment goals of the Commonwealth, the AGO concludes that the following limited disclosure
from MGB’s documents is warranted.’

1. The three ambulatory sites MGB proposes in Westborough, Woburn, and
Westwood are part of a larger multi-year ambulatory expansion plan across Fastern
Massachusetts. In its 2018 planning process, MGB projected that this expansion
plan would ultimately contribute direct margins to the MGB system of
approximately $385 million per year, including new ambulatory volume as well as net
revenue from incremental hospital volume resulting from new ambulatory sites.
New hospital margin from patient referrals from the ambulatory sites to MGB
hospitals was projected to outweigh losses resulting from the shift of visits from
MGB hospitals to the ambulatory sites.”®

* MGB initially announced these proposals in December 2019 but delayed its expansion plan due to the COVID-19
pandemic. See Priyanka Dayal McCluskey, Partners plans $400M expansion in Boston suburbs, BOSTON GLOBE (Dec. 19,
2019).

5> The AGO has not examined MGB’s proposed ambulatory care expansion in Salem, New Hampshire.

¢ Mass. Gen. Laws ch. 12C, § 17 (disclosure permitted “in a public hearing under section 8 of chapter 6D, a rate hearing
before the division of insurance or in a case brought by the attorney general, if the attorney general believes that such
disclosure will promote the health care cost containment goals of the commonwealth and that the disclosure should be
made in the public interest after taking into account any privacy, trade secret or anti-competitive considerations”).

7 MGB internal analysis (June 2018).

8 MGB produced a 79-page report to the AGO dated November 10, 2021 projecting that the three pending DoN
proposals (the three ambulatory sites, the Massachusetts General Hospital project, and the Brigham and Women’s
Faulkner Hospital project) would decrease annual total medical expenditures for Massachusetts residents. The AGO has
not vetted the models, data, or assumptions underlying this report, but notes that the report does not account for any
increase in medical expenditures generated by MGB backfilling its hospitals as MGB hospital patients move to the new
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2. Inits 2018 planning process, MGB projected that the multi-year MGB ambulatory
expansion plan would ultimately increase MGB’s share of the market for inpatient
hospital services and covered lives. MGB projected it would gain an additional 1-2%
of all secondary inpatient admissions in Eastern Massachusetts and an additional 3-
4% of all tertiary inpatient admissions in Eastern Massachusetts.” MGB projected it
would gain an additional 1-2% of all covered lives in Eastern Massachusetts.'" "

3. Volume projections are a key element to any assessment of cost impacts. The
volume of ambulatory surgery procedures performed at a health care facility depends
on the utilization plan for its operating rooms (ORs). MGB’s projections from 2018
relied on the assumption that the ORs created in its ambulatory care expansion
would have a throughput of 1200-1600 cases per year, depending on acuity, and
approximately 2000 cases per OR per year for otolaryngology and ophthalmology
procedures. MGB projected that OR capacity utilization would be 85%." In
MGB’s 2021 DoN application for its Westborough, Woburn, and Westwood sites, it
relied on significantly lower OR productivity assumptions: 1000 cases per year and
70% capacity utilization.”” The cost implications of this differential and analysis of
any reasons for the decline in volume projections should be part of the cost
containment analysis of these proposals.

4. Staffing plans are critical to a complete analysis of the likely cost and market impacts
of a new health care facility. Primary care staffing is especially important given the
current environment of workforce shortages and the fact that primary care providers
often bring their patient panels with them if they move to a new system. Based on
MGB projections dated 2018, MGB planned to staff the three currently proposed
sites at Westborough, Westwood, and Woburn by adding 22 new primary care
physicians to the MGB system in total across the three sites. MGB planned to staff
the specialty physician practices at the three proposed sites as follows: "

ambulatory sites. To the extent patients receiving care in the newly available MGB hospital capacity would have
otherwise received care at lower-priced competitors, total health care expenditures would increase.

® MGB internal analysis (June 2018).

10 MGB internal analysis (June 2018).

" MGB’s documents do not quantify projected changes in market shate for outpatient hospital services or freestanding
ambulatory services.

12 MGB internal analysis (June 2018).

13 MGB Determination of Need Application 21012113-AS (2021), p. 9-10 (“Assuming that each OR at a Project Site has
a capacity of 1,000 procedures per year, the Applicant projects that each Project Site will need a minimum of four (4)
ORs to accommodate this projected volume of Ambulatory Surgery Services.”); n. 20 (“The 1,000 procedures per OR
per year amount is based on the assumptions that (i) the ambulatory surgery centers at the Project Sites will operate 9
hours per day, 5 days per week for 48 weeks annually; (i) each surgical procedure will take an average of 95 minutes to
complete (including both surgical case time and OR turnover time); and (iii) the ambulatory surgery centers will operate
at 70% efficiency (i.e., an average 70% of the available procedure times will be utilized).”).

14 MGB internal analysis (June 2018). The primaty care physician staffing projections are net-new to the MGB system,
while the specialist staffing projections reflect the total number of specialists (including specialists new to the MGB
system as well as specialists relocated from other MGB practices).
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Total Number of Specialists at Westborough,
Westwood, and Woburn Sites (Projected)
General Surgery 5
Orthopedics 10
Cardiovascular 5
Gl 2
Neurosciences 7
OB/GYN 8
Hematology/Oncology 2
ENT 17
Ophthalmology 8
Pediatrics 4

This information is relevant to the analysis of MGB’s proposed ambulatory care center
expansion, including how its plan could impact the Commonwealth’s cost containment goals. The
public discussion has focused on the anticipated flow of patients from MGB’s hospitals to MGB’s
proposed ambulatory sites (which MGB has stated will have rates approximately 25% lower than
MGB’s community hospitals).”” Our examination and the projections described above speak to the
importance of a broad analysis of the cost impacts of these proposals, including the likely shifts in
hospital commercial volume and migration of primary care physicians and specialists from lower-
cost systems to MGB.

Based on our review, we recommend that HPC and DPH consider this information as part
of robust and transparent analyses of MGB’s proposed expansion, including the extent to which
these projects contribute to or threaten the state’s goals for cost containment, and their impact on
the state’s goals of health care access for all and health equity.

15 See John Fernandez, Better access to bealth care lowers costs, BOSTON GLOBE (Oct. 25, 2021) (“The ambulatory care sites we
at Mass General Brigham are proposing to build will offer quality care closer to our patient’s homes for approximately
25 percent lower cost than current Mass General Brigham community hospital rates.”)
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