HEALTH POLICY COMMISSION
NOTICE OF MATERIAL CHANGE FORM

Health Policy Commission
Two Boylston Street
6" Floor
Boston, MA 02116




GENERAL INSTRUCTIONS

The attached form should be used by a provider or provider organization to provide a notice of material
change {“Notice”) to the Health Policy Commission (“Commission”), as required under § 13 of M.G.L. ¢, 6D. To
complete the Notice, it is necessary to read and comply with Bulletin 2013-1 issued by the Commission,
Interim Guidance for Providers and Provider Organizations Relative to Notice of Material Change to the
Health Policy Commission {“Interim Guidance”). The Interim Guidance may be obtained on the Commission’s
website at www.mass.gov/hpe. For further assistance, please contact the Health Policy Commission at HPC-
Notice@state.ma.us. This form is subject to statutory and regulatory changes that may take place from time
to time.

WHO NEEDS TO FILE

This Notice should be submitted by any provider or provider organization with $25,000,000 in net patient
service revenue or more in the preceding fiscal year that is proposing a material change, as defined by the
Interim Guidance. Notice must be filed with the Commission not less than 60 days before the effective date of
the proposed change.

SUBMISSION OF NOTICE
One electronic copy of the Notice, in a portable document form (pdf), should be submitted to the following:

Health Policy Commission
HPC-Notice@state.ma.us

Office of the Attorney General
HCD-6D-NOTICE@state.ma.us

Center for Health Information and Analysis
CHIA-Legal@state.ma.us

PRELIMINARY REVIEW AND NOTICE OF COST AND MARKET IMPACT REVIEW

If the information provided in the Notice is incomplete or if the Commission determines clarification of the
information submitted is needed to make its decision, the Commission may require the notifying organization
to submit such supplemental information within 30 days of receipt of the initial Notice.

The Commission will notify each notifying organization of its decision to proceed with a cost and market
impact review within 30 days of its receipt of a completed Notice and all necessary supplemental information.

PUBLIC DISCLOSURE
Pursuant to Bulletin 2013-1 issued by the Commission, all information collected by the Commission in
connection with a Notice shall be deemed to be a public record.




NOTICE OF MATERIAL CHANGE

Date of Notice: November __, 2014

Name:

Pentucket Medical Associates, LLC

Federal TAXID #

MA DPH Facllity ID # NPI #

Business Address 1:

One Parkway

Business Address 2:

City:

Haverhill

State: MA Zip Code: 01830

| o a oW

Business Website:

Contact First Name;

www.pmaonline.com

John Conta st me.

8. Title: Executive Director
9. Contact Phone: 978-469-5586 Extension:
10. | Contact Email: jsarro@pmaonline.com

Briefly describe youi‘ organization.

Pentucket Medical Associates, LLC {“PMA”} is a multispecialty provider with locations in Haverhill, Lawrence, North
Andover, Newburyport, and Georgetown, Massachusetts. Its sole employees are physicians, physician assistants,
advanced practice registered nurses, and certified diabetes educators {collectively, the “PMA Providers”).

Check the box that most accurately describes the proposed material change:

> OO

Note: although PMA has checked the “other ... affiliation” box above, it is our position that the change in employment
status of the PMA Providers described below does not fit into any of the categories listed above.

Merger or affiliation with a carrier

Acquisition of or acquisition by a carrier

Merger with or acquisition of or by a hospital or a hospital system

Any other acquisition, merger, or affiliation between a provider organization and another provider organization
where such acquisition, merger, or affiliation would result in an increase in annual net patient service revenue of the
provider or provider organization of more than $10,000,000

Any clinical affiliation between a provider or provider organization with another provider or provider organization
which itself has an annual net patient service revenue of more than $25,000,000

Formation of a partnership, joint venture, common entity, accountable care organization, or parent corporation
created for the purpose of contracting on behalf of more than one provider or provider organizations

13,

What is the proposed effective date of The effective date for the transition was scheduled for 7/1/2014. However,
the proposed material change? by mutual agreement between PHS and Commission staff, PHS and PMA put




the completion of the transition on hold, except for certain provider payroll
and benefit-related aspects that could not reasonably be reversed at the time
such hold was put in place.

14.

Briefly describe the nature and objectives of the proposed material changeﬁ

Partners Community HealthCare, Inc. {“PCHI”}, a corporate affiliate of Partners HealthCare System, inc., acquired the
Pentucket Medical Associates (“PMA”} physician practice in 1999 by purchasing one hundred percent (100%) of the stock
of Pentucket Medical Associates, Inc. (“PMA Inc.”). Rather than continuing to operate the PMA practice through PMA Inc.,
PCHI converted the practice to PCHI's then current practice operating model by (1) assuming all of PMA Inc.’s facility and
equipment leases and (2) becoming the employer of all of PMA Inc.’s management, administrative and non-provider
clinical staff. Over the years since the acquisition, PCHI has acquired and/or leased all new PMA facilities and equipment
and has hired all new management, administrative and non-provider clinical personnel for the PMA practice. Thus, as a
result of the acquisition and continuing to the present day, all PMA practice facilities are PCHI sites, and PCHI employees
conduct all day-to-day management and administrative duties for the PMA practice, including finance, billing, human
resources, compliance and information systems services. However, in order to enable the PMA Providers to have more
direct control over individual provider compensation and benefits and other provider-specific practice issues, the PMA
Providers did not become employees of PCHE at the time of the acquisition, but instead became employees of a newly
formed Massachusetts limited llabillty company named Pentucket Medical Associates, LLC (“PMA LLC"). Further, as an
integral part of the acquisition, PHS and PCHI took on the responsibility for payer contracting for the PMA practice, and
since 1999 all of the PMA Providers have participated in the Partners HealthCare Network and in Network payer contracts
negotiated by PHS and PCHI. {After alt of the post acquisition transition matters had been resolved, PMA Inc. was merged
into PCHI in 2002 and ceased to exist.)

In view of the increasing emphasis on controlling the growth of total medical expenditures through population health
management, bundled pricing, risk contracting and other methods, it is becoming important for provider networks to
assure that financial incentives are aligned across all network providers. In this regard, many networks, including the
Partners HealthCare Network, are exploring the direct employment of providers to enable the network organization more
effectively to focus providers’ efforts on the network’s population health management programs and goals {for example
through more control over how individual provider compensation is structured). After extensive discussions with PCHI,
the PMA Providers agreed earlier this year to terminate their employment with PMA LLC and to become direct employees
of PCHI. Other than this change in employment status and the related shift to the use of PCHI’s provider number rather
than PMA LLC’s for billing purposes, PCHI will continue to aperate the PMA practice in the same way as it was being
operated prior to this Provider employment change. (As part of this employment transition, PMA LLC and PCHI agreed to
a process for winding down the financial arrangements that had been in place between PCHI and PMA LLC since 1999.
Although the employment status of the PMA Providers did change as of July 1, 2014, the rest of this transition process was
put on hold in accordance with the agreement with the Commission staff described in item number 13 above.)

The arrangements described above, therefore, involve simply a change in the employment status of the PMA Providers
and related transitional arrangements, none of which involves anything that could be characterized as a merger,
acquisition or affiliation as described in M.G.L. ¢. 6D § 13 or in the Commission’s Bulletin 2013-1. The “acquisition” of this
practice clearly occurred in 1999.

15.

Briefly describe the anticipated impact of the proposed material change:

The change in the employment status of the PMA Providers described above will enable the Partners HealthCare Network
to better align compensation incentives with the implementation of its population health management programs that are
designed to control the growth of total medical expenditures and improve the quality of healthcare services provided to
patients of the Network. As a result, the Network as a whole, and the PMA Providers in particular, will be better
positioned to achieve higher quality care and at lower overall cost, thus benefiting both their patients and the
Massachusetts health care system as a whale.

Furthermaore, this change in employment status will have no material negative impact on the health care market or health
care costs. In its Cost and Market Impact Reports regarding the proposed acquisitions by PHS (or its affililates) of South
Shore Hospital, Hallmark Health System and Harbor Medical Associates, the Commission has expressed concern about the
potential for these provider consolidations to have an adverse effect on the health care market and to increase health
care costs as a result of changes to unit price, utilization, provider mix and service mix. For the reasons described below,
the change in the employment status of the PMA Providers described above will have no such adverse effect on the




health care market or health care costs.

First, the Commission has asserted that the proposed acquisitions of other providers by PHS would increase the alleged
market “leverage” of Partners HealthCare, thereby enabling PHS to extract higher rates from health plans. The PMA
Providers have participated in the Partners HealthCare Network and in Network payer contracts for fifteen years.
Therefore, the transition of the PMA Providers to PCHI employment will result in no changes in provider market
cancentration ar share or in Partners’ alleged bargaining “leverage” with payers.

Second, the Commission has expressed concern that the acquisition of additional providers by PHS would result in such
newly acquired providers realizing payer rate increases (and, according to the Commission, sometimes substantial
increases} as their payer rates are brought up to the level of the so-called Partners “integrated” rates. However, as
employees of PMA LLC the PMA Providers have been, and now as PCHI employees they will continue to be, reimbursed at
the Partners “integrated” rates, and thus there will be no increase in health care costs because of this change in
employment status of the PMA Providers.

Third, the Commission has alleged that upon the acquisition of providers by PHS, these providers will shift their patient
referral patterns and send more of their patients to allegedly more expensive Partners Healthcare hospitals. Throughout
the fifteen year period since the PMA practice was acquired by PCHI, the PMA Providers have maintained their well
established referral relationships with local community hospitals and physicians, none of whom are part of the Partners
HealthCare Network. These relationships were established over a long period of time and are based on the high levels of
clinical quality of these locat community providers, geographic convenience for PMA’s patients and patient preference.
Accordingly, there is no reason to believe that the change in the employment status of the PMA Providers would alter
these longstanding referral relationships with non-Partners providers.

16.

Describe‘many other material changes you anticipate making in the next 12 months:

None

17.

Indicate the date and nature of any applications, forms, notices or other materials you have submitted regarding the
proposed material change to any other state or federal agency:

As of the date hereof, PMA has not made any formal filings with, and has not given any written notices to, any state or
federal agencies other than this Notice of Material Change to the Health Policy Commission.




Title: Executive Director

FORM MUST BE NOTARIZED IN THE SPACE PROVIDED BELOW:

I, the undersigned, certify that:

1. | have read the Health Policy Commission Bulletin 2013-1, Interim Guidance for Providers and Provider
Organizations Relative to Notice of Material Change to the Health Policy Commission.
2. ! have read this Notice of Material Change and the information contained therein is accurate and true.
3. 1 have submitted the required copies of this Notice to the Health Policy Commission and to all relevant agencies
(see below™®) as required.
Signed on the Q/: fz day of November, 2014, under the pains and penalties of perjury.

Signature: QﬁMMA&
/ L

Name: John Sarro

£\ NICHOLAS 4 80

- SOULIOTIS
Notary Publig
COMMONWEALTH OF MASSACHUSETTS
My Commission Expires

August 7, 2020

Pentucket Medical Associates, LLC

AR

Notary %rﬁture

Copies of this application have been submitted electronically as follows:

Office of the Attorney General (1) Center for Health Information and Analysis {1)




