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Mega-Mergers with Hospital
Systems

The Emerging Mass General Brigham Healthcare System

James P. Rathmell, M.D., M.B.A.
Chief, Enterprise Anesthesiology, Mass General Brigham
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Learning Objectives

Describe the emerging Mass General Brigham healthcare system and
the principal factors driving integration

Outline the emergence of large health care systems as the predominant
mode of health care delivery in the United States and implications for

anesthesia providers.
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The Case for Change

SECURING OUR MISSION

mi Mass General Brigham
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Mass General Brigham Major Locations in Massachusetts*
78,542 total statewide employees as of January 2021

| Berkshires

*1n acdition to these majorocations,
Mass General Brigham aso has a physician
ork community health centers, and urgent
care facilties throughout Massachusetts
125  home heslth care agency with
816 employees and 3,250 employees in New
Hampshireat Wentworth-Douglass Hospital

Cape &/lsiands

[ o 7: @ Mass General Brigham Community
Physicians: 93¢

© WoLean Hospital: 2,481
© Cooley Dickinson Hospital: 2,133 ® Martha's Vineyard Hospital: 642
® AllWeys Health Partners: 459
v

© Mass Eye and Ear: 2,127
[} pital: 1740 @ Hospital: 287

© Brigham and Women's Hospital: 18,465
© Mass General Brigham: 6,586

O spaulding Rehabilitation Network: 3,473
© Salem Hospital: 4,256

The MGB Network is comprised of affiliates that fall into
one of five partnership types

Other Cotaborations

Strategic Groups.
Incremental Cinical Afflates

MGE Famiy

MGB Community Division
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Revenue growth has not kept pace with expense growth for
the past decade

Prior to 2012, reimbursement rate growth closely
matched expense growth

Since then, expense growth has exceeded revenue
growth by 1-2% annually

. * Each 1% of expense growth over revenue growth
creates a $160M financial gap for the next year
From 2012-2020, the gap was closed through a
combination of levers no longer available:

- One-time cost reduction (voluntary retirement
options [VROs], Partners 2.0 initiatives, etc.)

- Organic hospital-based outpatient volume.
growth, which has now peake

Most recent inorganic growth (Wentworth
Douglass and Mass Eye and Ear)

Natural growth in 3408 pharmacy revenue,
which has recently plateaued
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Continued and new headwinds are having significant
financial impact

Structural financial challenges in the healthcare industry:
- Clinical revenue growth cannot keep pace with expense growth, given needs to curb growth i total medical
expenditures and improve affordability
- New entrants seeking to cherry-pick the areas where we are most profitable (e.g. ambulatory operators
focused only on ial patients, i d single-specialty groups)
- Prior strategies to close the trend gap are no longer available or adequate

Continued need for infrastructure investment

Additional, more recent headwinds include:

Initial budget gap for FY23 was
double what it had been in recent
years in every part of the health
system; FY24-FY28 forecast is
similarly challenged

- Recent and ongoing COVID disruptions to care

~  Further barriers from the State to organic growth

- Tightening labor market dynamics

- Highest inflation pressures in over 40 years placing
unprecedented pressure on labor and non-labor costs
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The growing gap threatens our mission

Research and Discovery

Patient Care

~$600M subsidy for Medicaid

~$250M of support
(costs net of reimbursement)

(costs net of indirect cost recovery)

Teaching Community

~$100M charity care
~$100M of direct investment

~$200M of support
(costs net of GME/IME payments)
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Our margin improvement plan includes growth, integration, and
efficiency components to continue supporting our mission

Establishing a culture of and model for continuously improving effectiveness and efficiency

Comprehensive approach to expense management Clinical integration to care for patients better and more efficiently

Continued process improvement in key functional areas (supply - Enterprise Clinical Services to deliver a clinically integrated,
chain, revenue cycle, etc.) consistent patient experience

Increased emphasis on intelligent automation - Enterprise and Local Asset Management to improve cross-system
resource and capacity management

Labor productivity benchmarking and management

e - Service lines to improve integration and impact across the system

areas (IT, pharmacy, real estate, etc.) « Access integration to promote easy access and reduce leakage

Pursuing diversified businesses to improve our margin

« New scientific businesses (e.g., expansion of innovation funds, gene & cell therapy)

New clinical businesses (e.q. specialty pharmacy, global advisory, destination patient, home care, sports medicine)
New focused on new

marketing reach

Health insurance (Mass General Brigham Health Plan) expansion into additional lines of business

Possible investments in or acquisitions of targeted companies in key growth areas.
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Reported & Adjusted Income from Operations — YID Jun 2022

June
($ in millions) a1 Year to Date
Income (loss) from ops, as reported $ 10§ (193 $ (120 | $  (303)
Item excluded from budget:
Rural floor rate benefit 37) 36) (40) (113)
Quality of Earnings total (37) (36) (40) (113)
Income (loss) from ops, as adjusted $ (27) S (229) $ (160) | S (416)
Income (loss) from ops, budgeted (12) (32) 62 18
Budget variance, as adjusted S (15) S (197) S (222) | S (434)
Reported margin % 0.2% -4.8% 2.8% 2.4%
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Adjusted Budget Variance Drivers — Q3 Jun 2022

«——— Unfavorable  Favorable ———

Net Patient Service Revenue (NSPR), ** (529)

Inpatient(/7) ol (599); Outpatient (0/P]vol $31; Acuty $59;
Payer mix (534) Serw mix ($31); Other $25.

Favorable MassHealth (MH) membershlp and merged market
skt

Premium Revenue, $5

[ rr e Other Revenue, 842

Salaries Expense, (5118)

Benefits Expense, (526) Health ($21): FICA (58], Other 33

Supplies Expense, (544) Blood Products (524 Med Surg (516)

Other Expenses, (543)

Unfavorableprimariy dueto MH member driven volume.

Ine (Loss)from Ops, adjusted (5222)

WMedical Claims, ($9)

o 5200 st ooy 0 S0 S0 o0 B S0 50

(5 mitions)
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Our margin improvement plan includes growth, integration, and
efficiency components to continue supporting our mission

Establishing a culture of and model for continuously improving effectiveness and efficiency

Comprehensive approach to expense management Clinical integration to care for patients better and more efficiently
- Continued process improvement in key functional areas (supply

« Enterprise Clinical Services to deliver a clinically integrated,
chain, revenue cycle, etc))

consistent patient experience

- Increased emphasis on ntelligent automation - Enterprise and Local Asset Management to improve cross-system
resource and capacity management

« Labor productivity benchmarking and management pactty 9

« Service lines to improve integration and impact across the system
- Systemwide approaches to managing large non-labor spend
areas (IT, pharmacy, real estate, etc.) « Access integration to promote easy access and reduce leakage

rsuing diversified businesses to improve our margin

New scientific businesses (e.g., expansion of innovation funds, gene & cell therapy)
New clinical businesses (e.q., specialty pharmacy, global advisory, destination patient, home care, sports medicine)
New focused on new

marketing reach
Health insurance (Mass General Brigham Health Plan) expansion into additional lines of business

Possible investments in or acquisitions of targeted companies in key growth areas
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 The Boston Globe -

Serving our community for 150 years

At Mass General Brigham, a sweeping effort to
unify hospitals and shed old rivalries

Executives say greater cooperation is necessary to stay relevant in a dynamic and
competitive health care industry. But the aggressive push to integrate is stirring tensions

and sowing discontent among doctors and hospital leaders.
B
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.y and Larry G , Updated March 27, 2021, 6:15 p.m.
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Emerging Trends

LEADERSHIP IN TURBULENT TIMES

Emerging Trends in Anesthesiology Practice

Workforce

Practice Consolidation

TRV Anestrosiotogists:

15
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Workforce Trends

Practices of all types are reporting recruiting challenges

Anesthesiology is among the most popular of specialties for medical school graduates
but cannot keep up with growing demand
+ Demand for anesthesiology likely to increase in coming years
« Ability to impact supply is limited due to funding limitations and lengthy timelines to
impact training

ASA convened a Workforce Summit on June 9-10, 2022, focusing on means to address
demand, rather than supply

« Stimulate discussion among U.S. Health systems and anesthesiology leadership

« Create next steps to address the supply/demand imbalance

Anesthesiologist Supply v. Demand

Factors affecting Supply Factors affecting Demand

Residency Match results signal strong
demand for anesthesiology residency
programs

-Growth in the number of applicants
-Growth in positions offered

-Increase in percentage of positions filled

Aging of the population
Growth of ambulatory surgery

Growth of non OR anesthesia services

Greater emphasis on shift work/lifestyle/
locum tenens among new graduates

Aging of the anesthesiologist workforce
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How Many Total Anesthesia Professionals Are There?

140,000

128,917

130,000

120,000 These differences
reflect anesthesia
professionais

o have not biled
Wedicarein the
previous 6 or 12
months

110,000
Number of

Professionals 100,000

‘Source: NPPESINP! Datasets, 12/15/2012-2/1712022 and CMS Provider Data: Doclors and Clinicians, National Downioadable File (NDF). Updated 121/2022.
Available at ips i CMS P Downioadatie File prior to May 2021
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90,000 (e il
NDF o Total anesthesia professionals
80,000 72,458 /"a—v‘"’ = Anesthesiologiats + Nurse
coe CMS changed the lookback anesthelits + Certiied
70,000 0o } ¥ period from 12 months 106 anesihesiogstassistanis
Dec 2012 Feb 2022

Job Postings: Non-Recruiting Agencies
Oct 2019—Feb 2022
Non-Recruiting Agency Job Posting Trends for

Anesthesiologists (AN) and Nurse Anesthetists (NA)
October 1, 2019-February 1, 2022
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‘Source: yuy GasWorkgom, an anesthesia employment resource, October 1, 2019-February 1, 2022
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Anesthesiology Positions Available Compared to

Total Anesthesiology Candidates Matched", 1990—2021
2,000
1,800
1,600
1,400

1200
Number of Al
positionsMatches 7000
a ‘ H ‘
9 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20

YEAR mp

2021 Match Year: The
fewest unfilled positions on
record (4) with an overall
match rate of 99.8%, the
highest documented to date.

Bsgs

m 2014 12 2030, Physician (R) pragrams. Sas “Defiions” i fo candidata dascripton.

Practice Consolidation

Anesthesiology is becoming increasingly diverse and competitive

Types of practices
« Traditional, small practices
Medium to large, regional independent practices, often formed as a result of
merger
National corporate
Hospital or health-system employed
Academic

Practice Consolidation

Type of consolidation

Private equity

Practice mergers and organic growth
Hospital acquisition/employment

Factors accelerating consolidation

Need for scale relative to insurance and health systems negotiation

Ability to compete in marketplace

Increasing expense of information systems, compliance, billing and specialized
back-office functions

(EN

A Trend Throughout Healthcare

In 2018 the valuation of private equity deals in the US health care sector surpassed
$100 billion—a twentyfold increase from 2000 (when it was less than $5 Billion)
Private Equity Investments In Health Care; Health Affairs, May 2021

Private Equity is attracted to healthcare because it is recession resistant, has

operational inefficiencies, and projected demand for increased services (aging of
population)

Key attributes of Private Equity: Diverse structures and source of funds; reliance on
leveraged buyouts and outsized returns; seek to grow through acquisition of platform
practices in target markets
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https://data.cms.gov/provider-data/dataset/mj5m-pzi6
http://www.gaswork.com/

Large Anesthesia Group Practices and Private Equity Timeline

Healthcare’
“AmSurg acquired fiom

TeamHealth
Blackstone Group rescquied for
sere

s2.358 COPQ; PSP Investments; NPS. Kohiberg, Kravis, Roberts.
Prytad :
I T P
T
Merger Jun 2018
o | T
e g tncznd
outaot R P T vy Y
e e
Apr 201 |
2020
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PhyMed Healthcare Group, 2012
USAP WCAS partners with GHA', 2012

“Acronyms: coPa -

“Sheridan Healthcare Purchase History:

- May Capit private equi
frme)
+ Oct2004: )

senior management)

. v Friecman
“TeamHealth Purchase History:
+ 19905 purchased by MePartners, Inc.

rostor Houston Anesthesiology: NPS = Natonsi

+ Nov2005:
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11l Mass General Brigham
Enterprise Anesthesiology

Share Best
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Enhance
Strengthen Develop o
Departments Affiliates Efficiency and

Assure Quality )\ Align
& Safety Practices Compensation
Provide quality and Createforumsto  Alignon Strengthen Develop Overall, create
safety oversightto | share best ionand | academic community coordinated
~ ensureexpertlevel || practices, liates withi iti
dlinical careis synchronize dlinical _ ensuring MGB seeking Community ‘enhance efficiency,
jided to all practice, streamline | Anesthesia ‘opportunities to Division to bring i and
patients and " standard operating || locations as alignand together service to patients.
follows national procedures premier place of ity il iati
accepted standards employment for dlinical and practices history and
of care and anesthesiologists, academic missions, nuances of each
regulatory intensivists, and fostered by close location (i.e.
guidelines, as well pain medicine communicationand administrative
as high ethical providers joint strategic functions—IT,
standards. planning scheduling
’1 ‘administration)
Governance

Enterprise Anesthesiology Governance Structure

Local ot and o
Hosptl i6ro “Bwro. wos coo wosacoo | | ewandwen commnty
presidents presidents Presidents oo C00s/Leader
Enterprse ice President,
‘Anesthesiology
)

Chief, Enterprise
Anesthesiology and
BWH Char

Local (Community/MEE)
Physician Leads
Community Sites

| N [ [
| [ [

Local Community

‘BWH Administrative 'MGH Administrative
Manager) Manager)

2

Dark Blue boxes = medical side

Teal boxes = system/hospital

leadership
Light biue boxes = community

\
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Summary

The COVID pandemic has created new opportunities for =
anesthesiologists to serve as leaders within heath care systems.

The i will change i in the
decade ahead and will change our everyday practice.

Large health care systems are emerging as the predominant mode
of health care delivery in the United States.
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MGH Enterprise Anesthesiology FY23 Goals

MGB Enterprise
structure
2. Establish MGB Enterprise Anesthesia Community structure
3. Launch Enterprise structure for Quality & Safety
4. Develop Enterprise ia Clinical O i D:

MGB Enterprise Anesthesiology

)

1l Mass General Brigham

30



