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March 27, 2026
Mr. Michael Moynihan 
Atrius Health
Riverside Center
275 Grove Street, Suite 2-300
Newton, MA 02466


Dear Mr. Moynihan, 
VMG Health (“VMG”) performed an analysis of the prospective financial schedules for Atrius, Inc., and its affiliate, Atrius MSO, LLC (collectively “Atrius Health”), which were prepared by its management (“Management”).
The preparation of the prospective financial schedules for Atrius Health was in support of a Determination of Need (“DoN”) application made up of three imaging service expansions to be undertaken by Atrius Health. These projects are the addition of two days of mobile Magnetic Resonance Imaging (“MRI”) services at the Atrius Health Burlington practice, the addition of one day of mobile MRI services at the Atrius Concord practice, and the addition of a fixed Computerized Tomography (“CT”) unit at the Atrius Peabody practice. Collectively, these projects are what is referred to by the Massachusetts Department of Public Health Determination of Need (“MA DPH DoN”) Application Instructions as the “Proposed Project”. Atrius Health (the “Applicant”) intends to file a DoN application to the Commonwealth of Massachusetts seeking approval for the Proposed Project.
The DoN application includes a section regarding Financial Feasibility as referenced in the MA DPH DoN code section 100.210 specifically paragraph (A)(4) Determination of Need Factors. This Financial Feasibility component of the application provides “sufficient documentation of the availability of sufficient funds for capital and ongoing operating costs necessary to support the Proposed Project without negative impacts or consequences to the Applicant’s Patient Panel.” This report details our findings regarding the reasonableness of the assumptions used in preparation of the prospective financial schedules, and the feasibility of the Proposed Project based on the prospective financial schedules prepared by Management for the operation of the Applicant. 
This report is to be used by Atrius Health in its DoN Application – Factor 4(a) and should not be distributed for any other purpose. 
[bookmark: _Toc231480994]Executive Summary
The scope of our analysis was limited to reviewing six-year consolidated prospective financial schedules (the “Prospective Financials”) for Atrius Health prepared by Management for the operation of the Applicant. The Prospective Financials refer to the six-year period from 2026 through 2031.
Fiscal years 2023 through 2025 are henceforth known as the “Historical Period”, fiscal year 2026 as the “2026 Budget”, and fiscal years 2027 through 2031 as the “Prospective Period”. 
The Prospective Financials reflect positive operating margins and increasing current asset balances in each of the six years presented. Based on our review of the relevant documents and analysis of the Prospective Financials, we determined the assumptions used in the preparation of the Prospective Financials to be reasonable. Accordingly, we determined that the Proposed Project is feasible and sustainable, and not likely to have a negative impact on the patient panel or result in a liquidation of assets of the Applicant.
[bookmark: _Toc231480995]Relevant Background Information 
Atrius Health is a Massachusetts Health Policy Commission (“HPC”) certified Accountable Care Organization (“ACO”) which aims to improve the health and wellness of its patient population by providing high-quality, coordinated care for patients across eastern Massachusetts. The Applicant is committed to serving a diverse patient population at more than 30 medical practice locations and strives to address the needs of individuals who may be at particular risk for poor health because of social and other conditions. Atrius Health’s primary care and specialty providers work in close collaboration with hospital partners, community specialists, and skilled nursing facilities to provide a system of connected care for adult and pediatric patients. Atrius Health provides a range of services, including primary care, internal medicine, pediatrics, obstetrics and gynecology, as well as imaging, laboratory, and pharmacy services. In furtherance of these goals, as outlined by Atrius, Atrius is submitting a DoN application seeking approval of its Proposed Project to expand access to imaging services at key locations throughout its footprint. In connection with the application, Atrius has engaged VMG to conduct an independent financial feasibility analysis in accordance with the Massachusetts Department of Public Health DoN application instructions and applicable regulations.
[bookmark: _Toc231480996]Scope of Analysis
The scope of this report is limited to an analysis of the Prospective Financials prepared by Management and the supporting documentation to render an opinion as to the reasonableness of assumptions used in the preparation and feasibility of the Prospective Financials. Reasonableness is defined within the context of this report as supportable and proper, given the underlying information. Feasibility is defined as based on the assumptions used, and that the plan is not likely to result in a liquidation of the underlying assets or the need for reorganization. 
This report is based upon historical and prospective financial information provided to us by Management. If we had reviewed the underlying data, matters may have come to our attention that would have resulted in the use of amounts that differ from those provided by Management. Accordingly, we do not express an opinion or any other assurances on the underlying data presented or relied upon in this report. We do not provide assurance on the achievability of the results forecasted by Management because events and circumstances frequently do not occur as expected, and the achievement of the forecasted results is dependent on the actions, plans, and assumptions of Management. We reserve the right to update our analysis in the event that we are provided with additional information.
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[bookmark: _Toc231480997]Sources of Information Utilized
In formulating our report, we reviewed the Prospective Financials as well as discussed corresponding assumptions with Management. The documents and information upon which we relied are identified below or are otherwise referenced in this report:
Applicant six-year Prospective Financials, received February 4, 2026; 
Relevant volume, revenue, and expense data associated with the Proposed Project;
The MA DPH DoN Guidelines (105 CMR 100.000); and
Other qualitative information provided by Management.
[bookmark: _Toc231480998]Review of the Prospective Financials
This section of our report summarizes our review of the reasonableness of the assumptions utilized in preparing the Prospective Financials as well as the feasibility of the Applicant. Table 1 presents the key metrics (the “Key Metrics”) reviewed in our analysis along with definitions.
[bookmark: _Ref46750645]Table 1
Summary of Key Metric Calculation Definition
	Key Metric
	Calculation

	Liquidity: Current Ratio
	Current Assets/Current Liabilities

	Operating: Operating Margin
	Net Income/Revenue



The Key Metrics used in this report fall into two categories: liquidity and operating metrics. Liquidity ratios measure the quality and adequacy of assets to meet current obligations as they come due. Operating ratios are used to assist in the evaluation of management performance. Table 2 shows the results of the Key Metric calculations for 2026 through 2031.
[bookmark: _Ref90297718]Table 2
Summary of Key Metrics
	-
	2026
	2027
	2028
	2029
	2030
	2031

	Current Ratio
	1.2
	1.2
	1.2
	1.3
	1.3
	1.3

	Operating Margin
	$19,844,185
	$20,704,488
	$21,604,908
	$22,546,859
	$23,531,798
	$24,561,224

	Operating Margin %
	0.6%
	0.6%
	0.6%
	0.6%
	0.6%
	0.7%


(1) Calculated based on information provided by Management.

Revenues
To determine the reasonableness of the prospective revenues, we reviewed the Historical Period revenue of Atrius Health by each of their primary business units and compared those figures to the Prospective Period. We also reviewed Management’s commentary related to key assumptions utilized in developing the Budget Year and Forecast Period. 
Atrius Health has three primary revenue streams inclusive of premium revenue (insurance business), service revenue (medical services business), and product revenue (prescription drug business).
Premium Revenue: Between 2023 and 2025, premium revenue has accounted for approximately 77% to 79% of total revenues and has increased by an average of 14.9% annually from 2023 through 2025. Premium revenues are estimated to increase by 2.5% annually in the Forecast Period. 2026 budgeted premium revenue is ~$2.8B
Service Revenue: Between 2023 and 2025, service revenue has accounted for approximately 15% to 18% of total revenues and increased by an average of 2.3% from 2023 through 2025. Service revenues are estimated to increase by 1.5% annually in the Forecast Period. 2026 budgeted service revenue is ~$462M.
Product Revenue: Between 2023 and 2025, product revenue has accounted for approximately 5% to 7% of total revenues and increased by 47.4%  from 2023 to 2024 and 2.5% from 2024 to 2025. Product revenues are estimated to increase by 1.0% annually in the Forecast Period. 2026 budgeted product revenue is ~$203M. 
Management has represented that several initiatives are expected to enhance revenues in the Forecast Period such as anticipated growth in provider capacity and patient volumes, expected favorable 2026 payer contract negotiations, and updated premium revenue pricing which will more accurately account for elevated GLP-1 drug expenses. 
Total revenues have grown at an average of 13.1% from 2023 to 2025 and are forecasted to grow 11.9% in 2026 and at 2.3% annually from 2027 through 2031. 
Expenses and Operating Margin
We analyzed the expenses included in the Prospective Financials for reasonableness. 
Expense categories as follows:
Medical costs
Costs of products sold
Workforce costs
Marketing, print, and postage
Professional fees
Data proc/Capt & other noncap
Insurance & business taxes
Occupancy
Travel & entertainment
Telecommunications
Other expenses
Depreciation & amortization
Other compensation


Management has represented that ~$10M of non-recurring integration and restructuring costs were realized in 2025 and are not expected in the future.
Total expenses have grown at an average of 10.9% from 2023 to 2025 and are forecasted to grow 5.6% in 2026 and 1.6% annually from 2027 through 2031. Under current revenue (2.3% annual increases) and expense (1.7% annual increases), operating income ranges from ~$21M to ~$25M

To test operating income profitability under a scenario where annual expenditure increases are equal to annual revenue increases (a more conservative scenario) we created an alternative planning scenario where both annual revenue and expense increases were set to 2.3%. This resulted in operating incomes of ~$16.5M to ~$20M. 

Management provided historical operating margin information associated with each of the three services included in the Proposed Project. This data shows that for fiscal years 2023, 2024, and YTD June 2025, all three services had positive operating margins of at least 39.6%, indicating that the Proposed Project would likely provide a net positive incremental financial impact to Atrius Health’s existing operations. 
Capital Expenditures
We reviewed the capital expenditures to determine whether sufficient funds would be available to sustain the operation of the Applicant. 
For the Applicant, there is a total of ~$1.3M in construction and equipment related capital expenditures associated with the Proposed Project. 
Based on a review of Atrius Health’s available cash and cash equivalents, we determined that the capital requirements and resulting impact on the cash position are reasonable. 
[bookmark: _Toc231480999]Feasibility
We analyzed the Prospective Financials and the associated Key Metrics and determined both to be based on reasonable assumptions. The Prospective Financials do not account for any anticipated changes in accounting standards. These standards, which may have a material impact on individual future years, are not anticipated to have a material impact on the feasibility of the Proposed Project. 
The Applicant exhibits positive operating margins and growing cash balances in the Prospective Financials.
Based upon our review of the relevant documents, we determined the Prospective Financials are based upon feasible assumptions. Accordingly, we determined that the Prospective Financials are feasible and sustainable and the Proposed Project is not likely to have a negative impact on the patient panel or result in a liquidation of assets of the Applicant. 

Respectively submitted, 

Daniel M. Grauman, MBA, CPA/ABV
Managing Director
VMG 
