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Dr. Rami Rustum, President Merrimack Valley Pain Management Associates, PC 280 Merrimack Street,
Lawrence, MA 01843

RE:  Analysis of the Reasonableness of Assumptions and Projections Used to Support the Financial Feasibility and Sustainability of the Proposed Ambulatory Surgery Center in Methuen, Massachusetts by Excel Surgery Center, LLC

Dear Dr. Rustum:

We have performed an independent analysis of the financial projections prepared by Excel Surgery Center, LLC (“Excel") detailing the projected operations of Excel Surgery Center, LLC. This report details our analysis and findings with regards to the reasonableness of assumptions used in the preparation and feasibility of the financial projections prepared by the management of Excel (“Management”) for the operation of Excel. This report is to be used by Excel in its Determination of Need ("DoN") Application – Factor4(a) and should not be distributed for any other purpose.

[bookmark: _TOC_250003]EXECUTIVE SUMMARY

The scope of our analysis was limited to the five-year financial projections (the "Projections") prepared by Management, as well as the analysis of existing results of Merrimack Valley Pain Management Associates, PC (“MVPMA”) for the nine months ended September 30, 2022 and the projected information for years one through five of the Projections, and the related supporting documentation provided by Management. MVPMA’s (a related party to Excel by common ownership), current patient panel will be the source of the patient panel for Excel. The purpose of our analysis is to assess the reasonableness of assumptions used in the preparation and feasibility of the EXCEL projections with regards to the impact of creating the ambulatory surgical center (“ASC”).

The creation of the ASC is projected to have positive overall cash flows. We determined that the projections were not likely to result in a scenario where there are insufficient funds available for the ongoing operating costs required to support the ambulatory surgery center. It is not anticipated that Excel or MVPMA will require any additional financing associated with this service. It is our conclusion that the projections are financially feasible and within the financial capability of the Excel and its affiliate, MVPMA as detailed below.

The Projections exhibit a net pre-tax profit margin ranging from 27% to 35% for years one through five of the project. Based upon our review or the relevant documents and analysis of the projected financial statements, we determined the project and continued operating surplus are reasonable expectations and are based upon feasible financial assumptions. Accordingly, we determined that the Projections are feasible and sustainable and not likely to have a negative impact on the patient panel of MVPMA or result in a liquidation of assets of Excel or its affiliate MVPMA.


[bookmark: _TOC_250002]RELEVANT BACKGROUND INFORMATION

MVPMA was founded in 2007, to provide pain management medical services to patients throughout New England. The proposed surgical center will support surgical procedures that MVPMA currently conducts in hospital operating rooms and outside surgical centers, thereby allowing MVPMA to conduct surgical procedures in its own facility. Please refer to the DoN application for a further description of the proposed project and rationale.
The Proposed Project will specialize in providing outpatient surgical services, including epidural injection, lumbar and cervical facet joint injection, sacroiliac joint fusion, and spinal cord implants. Please refer to the DoN application for a further description of the proposed project and the rationale for the expenditures.

[bookmark: _TOC_250001]SCOPE OF REPORT

The scope of this report is limited to an analysis of the five-year financial projections prepared by Management and the supporting documentation, in order to assess the reasonableness of assumptions used in the preparation and feasibility of the projections with regards to the proposed project. Our analysis of the projections and conclusions contained within this report are based upon our detail led review of all relevant information (see section IV of this report). We have gained an understanding through our review of the information provided by Management, including a review of the financial results of MVPMA for the nine months ended September 30, 2022 and the projected results of Excel for years one through five, and the DoN application.

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, the plan is not likely to result in insufficient funds available for capital and ongoing operating costs necessary to support the proposed project without negative impacts or consequences to the Applicant, or its parties.

This report is based upon historical and prospective financial information provided to us by Management. If Naffah & Company, P.C. had audited the underlying data, matters may have come to our attention that would have resulted in our using amounts that differ from those provided.

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 projected by Management because events and circumstances frequently do not occur as expected, and the achievement of the projected results is dependent on the actions, plans, and assumptions of Management. We reserve the right to update our analysis, if we are provided with additional information.

lV. PRIMARY SOURCES OF INFORMATION UTILIZED

In formulating our opinions and conclusions contained in this report, we obtained and reviewed various documents obtained from Management. The documents and information we used and relied on are noted below and/or referenced in this report:

Historical balance sheet and revenue and expenses, for existing results of MVPMA for the nine months ended September 30, 2022.

Excel’s projected revenue and expenses for years one through five.

Management’s report of the historical volume of surgeries and procedures performed by MVPMA physicians for the nine months ended September 30, 2022 and the projected volume of Excel’s surgeries and procedures for years one through five.

Determination of Need Application Instructions dated March 2017.
Dr. Rami Rustum, President
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DoN Narrative draft received from Management on October 31, 2022.

Medicare rates and base rate calculations, received from Management on October 31, 2022.

Excel draft DoN Application as of October 31, 2002.

Listing of Excel employee positions for the projected fiscal years one through five.

Capital expenditure assumptions of $400,000 for the projected year one.

[bookmark: _TOC_250000]V. REVIEW OF THE PROJECTIONS

This section of our report summarizes our review of the reasonableness of the assumptions used and feasibility of the Projections. The following table presents the key metrics, as defined below, which compares the operating results of the projections for the first five years of operations.



Excel Surgery Center Summary of Ratios - As Provided
Projected for years 1 - 5


	 Ratio	
		Year 1	
		Year 2	
		Year 3	
		Year 4	
		Year 5	

	Liquidity ratios Days in A/R
	

70 days
	

61 days
	

61 days
	

61 days
	
61 days

	Operating Ratios
EBITDA ($)
	$392,934
	$454,285
	$478,514
	$660,438
	$820,151

	EBITDA Margin
	19%
	20%
	20%
	25%
	28%

	Lease Ratio
	4.93
	5.54
	5.79
	7.60
	9.20

	Net Profit Margin
	9.9%
	10.8%
	11.0%
	14.0%
	15.9%

	Solvency Ratios
Total Equity
	$608,960
	$853,975
	$1,113,066
	$1,480,829
	$1,943,921




The Key Metrics fall into three primary categories: liquidity, operating and solvency. Liquidity metrics, such as the Days in Accounts Receivable measure the quality and adequacy of assets to meet current obligations as they come due. Operating metrics, such as earnings before interest, taxes, depreciation and amortization (“EBITDA”), EBITDA Margin, Lease Ratio, and Net Profit Margin are used to assist in the evaluation of management performance in how efficiently resources are utilized. Solvency metrics, such as Total Equity, measure the company's ability to service debt obligations. Additionally, certain metrics can be applicable to multiple categories. Because Excel is funded without debt, the Current Ratio, Debt Service Coverage ratio and the Debt to Capitalization ratio do not apply.


The table below shows how each of the Key Metrics is calculated:


	Ratio	 	Calculation	

Liquidity Ratio
Days in Accounts receivable	Accounts receivable divided by (net patient service revenue divided by 365 days)

Operating Ratios
EBITDA ($)	Earnings before interest, taxes, depreciation, and amortization

EBITDA Margin	EBITDA divided by net patient service revenue

Lease Ratio	Earnings before interest, taxes, depreciation, amortization and rent, divided by lease payments
Net Profit Margin	Net profit divided by net patient service revenue Solvency Ratios
Total Equity	Net equity of the Company


Revenues

We analyzed the revenues identified by Excel in the Projections. Based upon our discussions with Management, the projected volume was based on historical data of the existing MVPMA’s patient panel and a gradual ramp-up schedule. The payer mix was based on the multiple disciplines of Excel as indicated in the projections. Reimbursement rates were based upon current Medicare-ASC rates. To assess the reasonableness of the projected revenues, we reviewed the underlying assumptions upon which Management relied.

We first reviewed the Projections to determine the reasonableness of the projected volume. MVPMA provided historical case volume data for their current patient panel. These cases and procedures were then ramped up until year five. Next, we reviewed the projections to determine the reasonableness of the reimbursement rates selected for the first five years of operations. The projections reflect the Medicare Rates of Reimbursement for all services. Management believes that this is the most conservative approach to the projection of revenue because private pay and commercial insurance payers may pay more for certain services. To determine the reasonableness of the revenues for services, we compared the projected revenue per service to the Medicare rates at standard rates for 2022. Management’s projections of revenue were calculated using 90% of the Medicare rates. We compared the Medicare rates used for year one of the Projections to the Medicare rates effective January 1, 2022. Subsequent years’ revenues were only increased by increased volume of services, applied to 2022 Medicare rates.

Expenses

We analyzed the Salary and Benefits, as well as the Other Operating Expenses for reasonableness and feasibility as related to the Projection of Excel.

Medical Surgical Supplies included in the projections vary with the mix of procedures.

Salaries and benefits are projected to increase by 4% each year in years two through four, and by 7% per year after year four. Most other expenses are projected to increase on average by a range of 4% to 6% per year in years two through five of the Projections.


Lease Agreement, Capital Expenditures and Cash Flows

We reviewed the lease terms, projected capital expenditures and future cash flows of Excel in order to determine whether sufficient funds would be available to support the lease of Excel, payment of the financed equipment debt service and whether the cash flow would be able to support the continued operations.

Based upon our review of the Projections and our discussions with Management, it is our understanding that up to 5,000 square feet of space will be leased to Excel by RNL Capital Holding, LLC, a party related to Excel and MVPMA through common ownership. Rent and common area maintenance charges will be approximately $20 per square foot for years one through five.

Accordingly, we determined that the projected capital expenditures, facility lease, and the resulting impact on the cash flows of Excel are reasonable.

VI. FEASBILITY

We analyzed the Projections and Key Metrics for Excel Surgery Center, LLC. In preparing our analysis we considered multiple sources of information. It is important to note that the Projections do not account for 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 aggregate Projection.

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 projected by Management because events and circumstances frequently do not occur as expected, and the achievement of the projected results is dependent on the actions, plans, and assumptions of Management.

Based upon our review of the relevant documents and analysis of the Projection, we determined the project and continued operating surplus are reasonable and are based upon feasible financial assumptions. Accordingly, we determined that the Projections are feasible and sustainable and not likely to have a negative impact on the patient panel or result in a liquidation of assets of Excel Surgery Center, LLC or Merrimack Valley Pain Management Associates, PC

Respectively submitted,


[signature on file]
[bookmark: Return_of_Publication.pdf]RETURN OF PUBLICATION


I, the undersigned, hereby certify under the pains and penalties of perjury, that I am employed by the publishers of the Eagle-Tribune and the following Public/Legal announcement was published in two sections of the newspaper on 09/23/2022 accordingly;
"Public Announcement Concerning a Proposed Health Care Project" page A9, Sports Section.


"Public Announcement Concerning a Proposed Health Care Project" page A14, Classified Section.

	[signature on file]
		Signature	


	
	Katie Sullivan
		Name		




	
	Legal Clerk
		Title		
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[bookmark: Ms._Jennica_Allen's_Letter.pdf]Sep. 23, 2022

Rami R. Rustum, MD 1641 Salem St.
N. Andover, MA 01845

Tele: 978-2576600
Email: rrrustum@yahoo.com


Re: Establishing freestanding Ambulatory Surgery Center Proposed project's name:		Excel Surgery Center Address:	386 Merrimack St # D
Methuen, MA 01844


[bookmark: Jennica_Allen,_MPH][bookmark: Manager_of_Community_Engagement_Practice]Jennica Allen, MPH
[bookmark: Massachusetts_Department_of_Public_Healt][bookmark: Boston,_MA]Manager of Community Engagement Practices Massachusetts Department of Public Health Boston, MA


[bookmark: Dear_Ms._Allen:]Dear Ms. Allen:

[bookmark: I,_kindly_would_like_to_inform_you_that_]I, kindly would like to inform you that I'm in the process of submitting Determination of Need (DoN) Application to establish freestanding ASC under the name " Excel Surgery Center" with the address at: 386 Merrimack St., Suite# D	Methuen, MA 01844.

[bookmark: The_proposed_project_is_intended_to_prov]The proposed project is intended to provide much needed cutting-edge Pain Management service and treatment to our community patients in the Merrimack Valley area of all ages, ethnicity, race, sexual orientation, disability status, socioeconomic status, health status.


[bookmark: Should_you_have_any_questions_or_concern]Should you have any questions or concerns, please feel free to contact me at your convenient time.

[bookmark: Best_regards,]Best regards,


[bookmark: Rami_R._Rustum,_MD][bookmark: President,]Rami R. Rustum, MD President,
[bookmark: Excel_Surgery_Center]Excel Surgery Center



[bookmark: Updated_LGH_letter.pdf]Lawrence General Hospital


1 General Street, P.O. Box 189
Lawrence, MA 01842-0389

Phone: 978.683.4000




December 5, 2022



Dear Mr. Renaud



Lawrence General Hospital received a request from Dr. Rami Rustum who is filling an application for free standing ASC (Excel Surgery Center, LLC) with DoN program.
The hospital supports the application for the proposed ASC project with no reservation.



Should you have any questions or concerns, please feel free to contact me at your earliest convenience.


Yours,

[signature on file]	[signature on file]

 

Deborah Wilson President and CEO 978-946-8093

Michael Mancuso Board Chairman 978-683-4000


















[bookmark: MGB_ACO_Certification_Decision_Letter_4.]April 12, 2022 Sara Rothstein
Mass General Brigham Incorporated
800 Boylston Street, 11TH Floor Boston, MA 02199

RE:	ACO LEAP Certification Dear Ms. Rothstein:
Congratulations! The Health Policy Commission (HPC) is pleased to inform you that Mass General Brigham, Inc. meets the requirements for ACO Certification under our Learning, Equity, and Patient- Centeredness (LEAP) standards. This certification is effective from January 1, 2022, through December 31, 2023.

The ACO Certification program, in alignment with other state agencies including MassHealth, is designed to accelerate care delivery transformation in Massachusetts and promote a high quality, efficient health system. ACOs participating in the program have met a set of objective criteria focused on core ACO capabilities demonstrating dedication to patient-centered care, use of evidence-based and data-driven strategies to improve care delivery, and commitment to addressing long-standing health inequities. Mass General Brigham, Inc. meets those criteria.

The HPC will promote Mass General Brigham, Inc. as a Certified ACO on our website and in our marketing and public materials. Enclosed you will find an ACO Certification logo for your organization to use in accordance with the attached Terms of Use. We hope you will use the logo on promotional materials when you highlight your ACO Certification to your patients, payers, and others.

The HPC looks forward to ongoing engagement with you over the next two years. We intend to follow up shortly to provide an overview and some reflections on what we saw in the Health Equity Responses, a new feature of the ACO Certification application this year, across the cohort of Certified ACOs. We hope your organization will find that information helpful as we all continue to explore ways to improve health equity in the Commonwealth.

Thank you for your dedication to providing accountable, coordinated health care to your patients, and to continued learning and improvement over time. If you have any questions about this letter or the ACO Certification program, please do not hesitate to contact Mike Stanek, Senior Manager, at HPC- Certification@mass.gov or (617) 757-1649.

Best wishes,
[signature on file]

David Seltz Executive Director



[bookmark: Corporate_Documents_link.pdf]November 17, 2022

Applicant: Excel Surgery Center, LLC DoN application: ESC-22101909-AS

Re: Applicant's corporate documents link




Please use the below listed link to access EXCEL SURGERY CENTER, LLC Corporate documents.


https://corp.sec.state.ma.us/CorpWeb/CorpSearch/CorpSummary.aspx?sysvalue=IDEG bCmFqTPdwrZsly_5L4Cm8XXpm0_kEQwUDGHnNWE- 
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