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Good afternoon Senator Bailey, Representative Mathieson, and Members of the Joint Standing Committee on
Health Coverage, Insurance and Financial Services.

My name is Trevor Putnoky and I'm the President and CEO of the Healthcare Purchaser Alliance of Maine. The
HPA is a nonprofit that represents the purchasers of health care in Maine. Our mission is to advance and
support access to high-quality, affordable care. We have over 60 members, including some of the largest public
and private employers and health trusts in Maine. Collectively, our members spend over a billion dollars
annually providing health care for nearly one quarter of the commercially insured population in the state.

I'm here to testify in support of LD 1972, legislation that | believe will provide robust evaluation of transactions
that have the potential to further consolidate Maine’s already concentrated healthcare market, where over
half of the state’s hospitals are owned by two large health systems and many primary care and specialty
practices are system owned as well. Importantly, LD 1972 also includes safeguards to protect Maine’s
healthcare system from private equity entering the state and financializing our healthcare system in ways that
put finances ahead of access to high quality and affordable patient care. Private equity investment in health
care has increased substantially over the last several years, particularly with respect to hospitals and clinician
practices.! As private equity’s expansion into the healthcare sector continues, it is essential that Maine has a
framework in place to ensure that any incursions into Maine’s healthcare market are rigorously assessed to
ensure the long-term viability of the state’s healthcare resources, and continued access to affordable quality
care for Maine consumers.
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While some mergers and acquisitions may be necessary to maintain financial viability and access to care—as
we have seen in the proposed acquisition of Central Maine Health Care by Prime Healthcare—some studies
have found that hospital system-led acquisitions and mergers are associated with higher prices.2 They have
also found that prices in consolidated markets are higher than in competitive markets, with one study
estimating average prices are 12 percent higher at monopoly hospitals, compared to markets with robust
competition.® Other studies have found that mergers do not necessarily result in improved quality. In fact, a
study of hospital acquisitions in the New England Journal of Medicine found that they were “associated with
modestly worse patient experiences and no significant changes in readmission or mortality rates.”* Still other
studies of system purchases of physician practices have found that mergers and acquisitions can increase
prices, with a 2020 Kaiser Family Foundation literature review concluding that such vertical consolidation
results in higher prices, which can lead to higher premiums.®

Likewise, studies have found that private equity acquisition of health care entities is also associated with
higher cost.® For example, one study found that prices at private equity-acquired specialty physician increased
between 4 and 16 percent (depending on the specialty), when compared to similar practices not acquired by
private equity. Prices increased 16 percent at acquired oncology practices, for example, 14 percent at
gastroenterology practices, and 9 percent at cardiology and OB/GYN practices relative to non-acquired
practices.”
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And despite the higher costs paid by employers and consumers when healthcare entities are acquired by
private equity, we need look no further than Massachusetts to see that those additional dollars do not
necessarily leave acquired entities financially better off—indeed, they are often left considerably worse off,
For instance, private equity firms sometimes use acquired facilities as collateral to take out loans that are used
to pay back investors, while the facility is left carrying the debt. Private equity firms also have sold off
healthcare entities’ land or facilities, generating more returns for themselves and their investors, while the
healthcare entities are suddenly forced to pay rent for land or buildings that they used to own.®

Here in Maine, businesses and families are already facing healthcare cost increases that are leaving Mainers
increasingly unable to afford care and employers searching for ways to absorb double digit premium increases.
These rising costs have eaten into wage increases,® and led to higher premiums, more cost sharing, and higher
deductibles for Maine families. In fact, due to the high price of healthcare services in our state, Maine
currently has the 8" highest individual deductibles in the country.’® Without robust and comprehensive
review of future merger and acquisitions proposals—which research shows can further increase healthcare
costs—we are concerned that such transactions could exacerbate the affordability challenges already facing
Maine employers and consumers.

LD 1972 would create a robust and transparent process for the state to evaluate both the positive and
negative impacts of healthcare transactions on healthcare affordability, quality, efficiency, and accessibility.
The proposed process will supplement Maine’s existing CON law by expanding state review to include other
major transactions that are not subject to CON. It would also expand the type of criteria that can be evaluated
during a transaction review, including the potential impact on consumers and clinicians. Such comprehensive
reviews will ensure that proposed mergers and acquisitions would not destabilize our state’s healthcare
system, nor negatively impact the cost of care, health outcomes, or access to services.

Thank you for the opportunity to share HPA’s feedback on LD 1972. I'd be happy to answer any questions.
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