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Figure 1

Percent of U.S. Hospital Bed Capacity
that Is Part of Systems, 2000-2020
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Figure 2

Percent of Hospital Referral Regions
by Market Characteristics

® Without any independent hospitals
® Top two systems > 50% share
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EXHIBIT 2
|

Trends in private equity (PE) penetration at the physician level in the US among 10 physician specialties, 2012-21

Average PE penetration rate
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Source: Health Affairs, Abdelhadi, et al. 2024. “Private Equity—Acquired Physician Practices And Market Penetration Increased Substantially, 2012-21."
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Vertical Business Relationships Among Insurers, PBMs, Specialty Pharmacies, and Providers, 2023
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So what? Bigger could be better

e Little evidence this is true for horizontal combinations

— For 366 hospital mergers between 2007 & 2011, prices 1 6% if
hospitals w/in 5m. (Cooper et.al. QJE 2019)

— For 558 mergers b/w 2009 & 2016, prices 1 5%.

— Mergers identified by FTC for further review had 8% price 1
(Brand et. al. JLE 2023)

— Insurance mergers lead to higher premiums even though

providers may be paid less (Dafny, et.al. AER 2012; Trish &
Herring JHE 2014)
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So what? Bigger could be better, continued

» Discouraging early evidence for non-horizontal integration
— Independent hospitals acquired by systems outside their market

raise price 14-18% (Lewis and Pflum
RAND 2014)
— Hospitals gaining a system member in the same state (but not same
geo market) raise price 7-9 percent (Dafny et. al. RAND 2019)
— VI of PCPs w/ large health systems had 23% more specialist
visits and 6% more spending per year (Sinaiko et. al. JAMA
HF 2023)
— Patients in PPOs owned by hospitals vs. physicians have 5.8%
higher annual spending (Ho et. al. JGIM 2019

- e B . 009090909090 Yoo as



COVID-19, Market Consolidation, And

Price Growth 8/3/2020
Health Affairs COVID-19 a Catalyst for Healthcare
Merger and Acquisition Activity
1/13/21
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Health Affairs

By Zack Cooper, Stuart Craig, Martin Gaynor, Nir J. Harish, Harlan M. Krumholz, and John Van Reenen

Hospital Prices Grew Substantially
Faster Than Physician Prices For

Hospital-Based Care In 2007-14

Dol 10,1377 /hithaff.2018.05424
HEALTH AFFAIRS 38,

NO. 2 (2019): 184-189
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“We found that in the period 2007—14 hospital
prices grew substantially faster than physician
prices. For inpatient care, hospital prices grew 42
percent, while physician prices grew 18 percent.
Similarly, for hospital-based outpatient care,
hospital prices grew 25 percent, while physician
prices grew 6 percent...”

L. Cooper et al, Health Affairs 2019



Our work suggests that efforts to reduce health care spending
should be primarily focused on addressing growth in hospital
rather than physician prices. Policy makers should consider a
range of options to address hospital price growth, including
antitrust enforcement, administered pricing, the use of reference
pricing, and incentivizing referring physicians to make more
cost-efficient referrals.

L. Cooper et al, Health Affairs 2018



Employer Sponsored Insurance Prevalence, 2021

Source: Kaiser
Family
Foundation,
State Health
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Price Changes: January 2000 to December 2022

Selected US Consumer Goods and Services, Wages
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Fund Balance Net Charity Care Cost Operating Profit (Loss)

CHI ST LUKES BAYLOR MC S 650,282,689 S 27,143,559 S (60,019,241)
MEM HERMANN TX MC S 1,482,478,109 S 142,157,949 S 523,211,204
THE METH HOSP S 6,607,189,090 S 62,216,600 S 655,375,369
UT MD ANDERSON CC S 12,903,344,842 : S 1,135,101,023
UT SW UNIV HOSP S 1,361,725,633 S 49,116,584 S 233,042,439
MED CITY DALLAS S 4,424,168,762 S 48,705,944 S 503,572,844
TX HLTH DALLAS S 317,188,081 S 53,084,144 S 89,131,500
BAYLOR UNIV MC S 3,166,922,368 S 83,197,068 S 114,001,237
ST DAVIDS MC S 2,486,712,642 S 34,091,815 S 277,651,897
ASCENSION SETON MC S 319,735,124 S 48,519,340 S 175,737,456
METH HOSP-SA S 4,266,307,633 S 131,721,279 S 600,824,294
BAPT HLTH SYS S 1,719,823,238 S 59,868,144 S 283,725,499
SANTA ROSA HC S 324,537,679 S 49,073,189 S (1,175,518)
UNIV HLTH SYS-SA S 2,380,154,462 S (162,419,021) S (305,146,598)



Standard Demand Curve




Insurance Alters the Demand Curve
-

*Employers pay an insurance company to negotiate
prices with healthcare providers.

Administrative Services Only (ASO) contract.

®*Insurance companies can use volume of business from
multiple employers to negotiate lower prices for a
network of providers.



Insurance Alters the Demand Curve
-

*Employers are in a “war for talent.”

Firms are worried they will lose workers, so they offer
generous benefits.

®Insurers will threaten to remove a hospital from their
network if their prices are too high.

But if the employer disagrees, the insurer will give in.



Demand Curve with Generous Insurance

Q, Q



Insurance Alters the Demand Curve
-

*Hospitals can raise their prices, and expect little
decline in demand.
Higher prices generate even more profits.

*Because employers self-insure, higher hospital
spending translates into higher insurance premiums

the following year.
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Most institutions in the United States that are licensed as hospitals or otherwise approved
as meeting applicable licensing requirements must post their standard charges
prominently on a publicly available website.

For additional details on the definition of hospital refer to 45 CFR §180.20 and on the federally owned or operated
hospitals already deemed to be in compliance refer to 45 CFR §180.30.




Standard charges must be posted 2 ways:
-

°* Machine readable file of: gross charges, discounted
cash prices, payer-specific negotiated charges, and
de-identified minimum and maximum negotiated
charges.

°* Consumer-friendly Display of Shoppable Services
Display of at least 300 “shoppable services”
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Transparency in Coverage (TiC) Requirements

e
°* Machine-readable files

In-network rates
Out-of-network allowed amounts & billed charges

* Internet-based price comparison tool for 500
items and services

* 2024: price comparison tool for all items and
services



- Houston Methodist Main Site International Patients Careers

HOUSTON

I let l 1 I iSt Find a Doctor Get Care Now MyChart Login
Contact Us Giving Pricing Transparency Q
LEADING MEDICINE
Patients & Visitors Services & Specialties Health Professionals Research & Education Locations

Show Health Professionals menu

#1 HOSPITAL IN TEXAS FOR
PATIENT CARE & SAFETY*

U.5. News & World Report has named Houston Methodist
Hospital the Best Hospital in Texas* for 12 years in a row and
recognized us on the Honor Roll seven times.

*Two-way tie

Learn More




Machine Readable Files

To download a Houston Methodist machine-readable pricing file, please click on the name of the
applicable hospital below. All machine-readable pricing files are updated annually.

74110155 _the-methodist-hospital_standardcharges.json

741287015 _houston-methodist-baytown-hospital _standardcharges.json
464389870 _houston-methodist-clear-lake-hospital _standardcharges.json
760545192 _houston-methodist-the-woodlands-hospital _standardcharges.json
760545192 _methodist-sugar-land-hospital_standardcharges.json

760545192 _methodist-west-houston-hospital _standardcharges.json
760545192 _methodist-willowbrook-hospital _standardcharges.json
452118_Houston Methodist Continuing Care Hospital _Standard Charges.json
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[ ] O] 74110155_the-methodist-hospital_standardcharges.json

{"File Summary":[{"Hospital Name":"The Methodist Hospital","Prices Posted And Effective":"7/1/2023 12:80:80 AM","File Disclaimer":"The information contained
im this file is intended for informaticnal purposes only amd does not represent any cobligation or agreement.","Payer Disclaimer":"In the absence of payment
rates by plan type (HMO vs PPO), unless otherwise noted, please assume all plans are contracted under the same payer specific negotiated charge.","Gross
Charge":"This section presents the standard gross charge for items And services.",'"Discounted Cash Price":"This section presents information regarding
discounted cash pricing for those patients who decide to pay without insurance coverage.","Inpatient De-identified Megotiated Charge":"This section presents
the de-identified minimum and maximum charge for items, services, and service packages that occcur inm the inpatient setting.","Inpatient Payer Specific
Charge":"This section presents the payer specific negotiated charge for items, services, and service packages that occur inm the inpatient
setting.","Outpatient De-identified MNegotiated Charge":"This sectiom presents the de-identified minimum and maximum charge for items, services, and service
packages that occcur in the outpatient setting.","Outpatient Payer Specific Charge":"This section presents the payer specific negotiated charge for items,
services, and service packages that occur in the outpatient setting."}],"Gross Charges":[{"Itemcode":"11000081","Description":"HC PRIVATE - GEMERAL","CDM
Revenue Code'":"118","Standard Price":"1,565","Standard Discounted Cash Price":"782","Mote":""},{"Itemcode":"11000882","Description":"HC PRIVATE - SNF","CDM
Revenue Code":"11@","Standard Price":"1,565","Standard Discounted Cash Price":"782","Mote":""},{"Itemcode":"110680883","Description" :"HC PRIVATE -
TELEMETRY","CDM Revenue Code":"118","Standard Price":"3,842","Standard Discounted Cash Price":"1,521","Mote":""},{"Itemcode":"110680884","Description" :"HC
ISOLATION","CDM Revenue Code":"118","Standard Price":"1,977","Standard Discounted Cash Price":"388","MNote":""},{"Itemcode":"110808885","Description" :"HC
PRIVATE - LTAC","CDM Revenue Code":"118","Standard Price":"2,062","Standard Discounted Cash Price":"1,831","Mote":""},{"Itemcode":"1108088086","Description":"HC
PRIVATE — LTAC TELEMETRY","CDM Revenue Code":"11@","Standard Price":"2,424","Standard Discounted Cash Price":"1,212","Mote":""},
{"Itemcode":"1100808@87", " "Description":"HC PRIVATE - LTAC ISOLATION","CDM Revenue Code'":"118","Standard Price":"2,654","Standard Discounted Cash
Price":"1,327","Note":""},{"Itemcode":"1128080081" ,"Description"”:"HC PRIVATE - OB","CDM Revenue Code":"112","Standard Price":"1,568","Standard Discounted Cash
Price":"784" ,"Note":""}, {"Itemcode" :"11400081","Description' :"HC PRIVATE - PSYCH","CDM Revenue Code":"114", “Standard Price":"2,820","Standard Discounted Cash
Price":"1,818","MNote":""}, {"Itemcode":"1158080081" ,"Description”:"HC PRIVATE HOSPICE","CDM Revenue Code":"115","Standard Price":"1,565","Standard Discounted
Cash Price":"782","Note":""},{"Itemcode" :"11800081","Description' :"HC PRIVATE - REHAB","CDM Revenue Code":"118","Standard Price":"1,565","Standard Discounted
Cash Price":"782","Note":""},{"Itemcode" :"12000081","Description' :"HC SEMIPRIVATE - GEMERAL","CDM Revenue Code':"128","Standard Price":"1,565","Standard
Discounted Cash Price":"782","Mote":""},{"Itemcode":"12008802","Description" :"HC SEMIPRIVATE - SMF","CDM Revenue Code":"12@8","Standard
Price":"1,565","Standard Discounted Cash Price":"782","Note":""},{"Itemcode" :"12000083","Description' :"HC SEMIPRIVATE - TELEMETRY","CDM Revenue
Code":"12@8","Standard Price":"3,842","Standard Discounted Cash Price":"1,521","Note":""},{"Itemcode":"12000004" ,"Description":"HC EMERGENCY ROOM","CDM Revenue
Code":"128","Standard Price":"1,565","Standard Discounted Cash Price":"782","MNote":""},{"Itemcode":"12208001","Description":"HC SEMIPRIVATE - OB","CDM Revenue
Code":"122","Standard Price":"1,569","Standard Discounted Cash Price":"784","Note":""},{"Itemcode":"124000081","Description":"HC SEMIPRIVATE - PSYCH","CDM
Revenue Code":"124","Standard Price":"2,0828","Standard Discounted Cash Price":"1,818","Mote":""},{"Itemcode":"128080801","Description":"HC SEMIPRIVATE -

REHAB" ,"CDM Revenue Code":"128","Standard Price":"1,565","Standard Discounted Cash Price":"782","Note":""},{"Itemcode":"140808003","Description" :"HC PRIVATE
DELUXE SUITE PREM","CDM Revenue Code":"14@","Standard Price":"3,@865","Standard Discounted Cash Price":"1,532","MNote":""},
{"Itemcode":"140080084" , "Description":"HC PRIVATE DELUXE SUITE REG","CDM Revenue Code':"148","Standard Price":"2,865","Standard Discounted Cash
Price":"1,832","MNote":""}, {"Itemcode":"1718080081" ,"Description":"HC MEWBORN - LEVEL I","CDM Revenue Code":"171","Standard Price":"921" , "Standard Discounted
Cash Price":"46@","MNote":""},{"Itemcode" :"17100082"  "Description' :"HC MEWBORM BOARDER","CDM Revenue Code":"171","Standard Price":"1,@888","Standard Discounted
Cash Price":"543", "Note":""},{"Itemcode" :"17200881","Description" :"HC MEWBORM - LEVEL II","CDM Revenue Code":"172","Standard Price":"&,828","Standard
Discounted Cash Price":"3,818","Note":""},{"Itemcode":"17200002","Description":"HC MNEWBORMN - LEVEL II MN1","CDM Revenue Code":"172","Standard
Price":"6,828","Standard Discounted Cash Price":"3,018","MNote":""},{"Itemcode":"1720080083" ,"Description":"HC WNEWBORM - LEVEL II N2","CDM Revenue
Code":"172","Standard Price":"6,598","Standard Discounted Cash Price":"3,299","Note":""},{"Itemcode":"17200884"," "Description':"HC MEWBORN - LEVEL II N3",'"CDM



Blue Cross Blue Shield

MH St Luke's MH St Luke's MH Blue Cross M
Blue Cross BCBSTX Blue Cross | BCBSTX PPO |PPO/CHOICE/OT| Methodist St Luke's Unit
2 |Code | Description Essentials Premier Premier TRAD H BCBS United HMO | Navig
5|7 LUNG TRANSPLANT 352,631.81 141,181.00 352,631.81 171,079.00 352,631.81 506,207.00 155,361.83 169,
6 652 KIDNEY TRANSPLANT 119,124.71 76,166.00 119,124.71 92,643.00 119,124.71 162,835.00 42,710.64 46,
7 219 CARDIAC VALVE AND OTHER MAJOR CARDIOTHORACIC PROCEDURES WITHC 74,173.13 88,026.38 159,921.00 108,123.61
8 473 CERVICAL SPINAL FUSION WITHOUT CC/MCC 33,595.52 22,343.10 34,582.64 26,516.10 39,523.02 66,147.00 34,097.10 37,
9 [274 PERCUTANEOUS AND OTHER INTRACARDIAC PROCEDURES WITHOUT MCC 37.78 26,991.90 37.78 32,033.16 37.78 80,103.00 44,099.92
10 |273 PERCUTANEOUS AND OTHER INTRACARDIAC PROCEDURES WITH MCC 34,896.23 41,413.77 82,942.00 51,506.74
11 1460 SPINAL FUSION EXCEPT CERVICAL WITHOUT MCC 57,162.93 39,145.28 58,842.53 46,456.41 67,248.60 132,093.00 52,788.63 57,
12 1286 CIRCULATORY DISORDERS EXCEPT ACUTE MYOCARDIAL INFARCTION, WITH ¢ 21,724.95 25,782.50 34,082.00 29,719.86
13 247 PERCUTANEOUS CARDIOVASCULAR PROCEDURES WITH DRUG-ELUTING STEI 29,407.58 20,627.10 30,271.66 24,479.61 34,596.18 40,352.00 26,687.61 28,
14 1215 OTHER HEART ASSIST SYSTEM IMPLANT 182,441.40 71,441.00 187,802.02 86,569.00 214,630.88 603,877.00 149,772.49 154,
15 |467 REVISION OF H OR KNEE REPLACEMENT WITH CC 33,908.55 40,241.62 96,191.00 48,003.33
16 1220 CARDIAC VALVE AND OTHER MAJOR CARDIOTHORACIC PROCEDURES WITHC 50,117.92 59,478.41 100,545.00 72,482.86
17 | 700 OTHER KIDNEY AND URINARY TRACT DIAGNOSES WITHOUT CC/MCC 56.94 7,570.88 56.94 8,984.88 56.94 11,465.00 9,997.45
18 |870 SEPTICEMIA OR SEVERE SEPSIS WITH MECHANICAL VENTILATION >96 HOURS 89,128.86 59,373.60 91,747.70 70,462.76 104,854.52 358,427.00 86,240.09 94,
19 236 CORONARY BYPASS WITHOUT CARDIAC CATHETERIZATION WITHOUT MCC 55,588.56 37,867.05 57,221.90 44,939.45 65,396.45 62,816.00 54,776.58 60,
20235 CORONARY BYPASS WITHOUT CARDIAC CATHETERIZATION WITH MCC 56,341.35 66,864.18 114,880.00 80,943.37
21 1454 COMBINED ANTERIOR/POSTERIOR SPINAL FUSION WITH CC 63,343.80 75,174.47 168,496.00 81,854.80
22 |872 SEPTICEMIA OR SEVERE SEPSIS WITHOUT MECHANICAL VENTILATION >96 HC 14,906.96 10,282.35 15,344.96 12,202.78 17,537.10 15,725.00 13,712.94 15,
231177 18.044.33 21.414.45 28.405.00 24.769.46

RESPIRATORY INFECTIONS AND INFLAMMATIONS WITH MCC

Negotiated Prices ™)

-




An Early Comparison of Prices at 3 Major

Texas Medical Center Hospitals
-

Table 1: Average Prices Negotiated by Insurers for Services where Prices were
Reported by Each of 3 TMC Hospitals

Average Negotiated Prices

Insurer Number of Services St. Luke's | Memorial Hermann = Houston Methodist
BCBSTX 139 20.,019.28 29 764.56 48,933.86
UnitedHealthcare 71 24 186.30 28.211.14 58,584.73

Source: V. Ho, G. Kneidel. Baker Institute Report, Oct. 10, 2022. “An Early Comparison of Prices at 3 Major Texas Medical Center Hospitals.”
https: / /www.bakerinstitute.org /research/early-comparison-prices-3-major-texas-medical-center-hospitals



https://www.bakerinstitute.org/research/early-comparison-prices-3-major-texas-medical-center-hospitals

An Early Comparison of Prices at 3 Major
Texas Medical Center Hospitals

Table 2: Ranking of Prices Negotiated by BCBSTX with 3 TMC Hospitals

Insurer: BCBSTX (n=139)

Hospital Highest Price 2nd. Highest Price Lowest Price
St. Luke's 0.0% 9.4% 90.6%
Memorial Hermann 63.3% 30.2% 6.5%
Houston Methodist 36.7% 60.4% 2.9%

Source: V. Ho, G. Kneidel. Baker Institute Report, Oct. 10, 2022. “An Early Comparison of Prices at 3 Major Texas Medical Center Hospitals.”
https: / /www.bakerinstitute.org /research/early-comparison-prices-3-major-texas-medical-center-hospitals



https://www.bakerinstitute.org/research/early-comparison-prices-3-major-texas-medical-center-hospitals

An Early Comparison of Prices at 3 Major
Texas Medical Center Hospitals

Table 3: Ranking of Prices Negotiated by UnitedHealthcare with 3 TMC Hospitals

Insurer: UnitedHealthcare (n=71)

Hospital Highest Price 2nd. Highest Price Lowest Price
St. Luke's 2.8% 49.3% 47.9%
Memorial Hermann 50.7% 40.8% 8.5%
Houston Methodist 46.5% 9.9% 43.7%

Source: V. Ho, G. Kneidel. Baker Institute Report, Oct. 10, 2022. “An Early Comparison of Prices at 3 Major Texas Medical Center Hospitals.”
https: / /www.bakerinstitute.org /research/early-comparison-prices-3-major-texas-medical-center-hospitals



https://www.bakerinstitute.org/research/early-comparison-prices-3-major-texas-medical-center-hospitals

PATIENT RIGHTS HOME
ADVOCATE.ORG

Hospital Price Files Finder

The federal hospital price transparency rule requires hospitals to publish their prices for all items and services online in a
machine-readable standard charges file for all negotiated rates by payer and plan, including discounted cash prices.

PatientRightsAdvocate.org aggregated publicly available price transparency data from 6,000 U.S. hospitals to empower all
Americans with actual, upfront hospital prices. We are working on behalf of patients, employers, unions, and workers in the
fight for systemwide healthcare price transparency to reduce healthcare costs through a functional, competitive market.

Click here to watch a video on how to use the Hospital Price Files Finder.

Because of the scope and constantly changing nature of hospital prices, PRA makes no warranty, and expressly disclaims all warranties, as to the accuracy or completeness of
the files and other information provided. Price and other information should always be verified directly with hospitals and service providers. All use of this site and database is
governed by our Terms of Service.
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Ranking cost-sharing designs

Best achievable designs

Reference pricing

Tiered networks with copays

Bad designs

High-deductible health plans
Coinsurance cost-sharing

Complex price transparency

Slides 42-45 from presentation by Elena Prager at: https:/ /www.bakerinstitute.org /event /national-health-care-reform-
tackling-affordability-crisis


Presenter Notes
Presentation Notes
Rigorous research has shown that the last two cost-sharing designs, reference pricing and tiered networks, succeed at reducing overall health care spending. The other three designs—high-deductible health plans, coinsurance, and price transparency tools—which are all a lot more common, don’t do much to reduce health care spending and still expose patients to financial risk. They are exactly the kinds of designs I advocate against.


What is a tiered network?
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Tler 1 $250 OOP

Tier 2 $500 OOP

Tier 3 $750 OOP
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Presenter Notes
Presentation Notes
A tiered network, like any other provider network, begins with a health insurer negotiating prices with providers in the market. So as a simplified example, take a small market with four hospitals, and suppose the insurer has negotiated prices for inpatient care of $11,000, $17,000, $15,000, and $14,000 respectively with the four hospitals. The next thing the insurer will do is bin the hospitals into “tiers”. The lowest-priced darkest blue hospitals will go in Tier 1, the middle-priced medium-blue hospital will go in Tier 2, and the highest-priced light-blue hospital will go in Tier 3. Patients will pay $250 out-of-pocket if they get inpatient hospital care at a Tier 1 hospital, regardless of what that care is; but they’ll pay $500 if they get inpatient care in Tier 2 and $750 in Tier 3. This is supposed to nudge patients toward Tier 1 hospitals, which saves the whole system more money than the patient pays out-of-pocket.


How patients choose in a tiered network
3

Participating hospitals and their tiers

Massachusetts

Hospital

Tier

Addison Gilbert Hospital

Anna Jaques Hospital

Athol Memorial Hospital

Baystate Franklin Medical Center

Baystate Mary Lane Hospital

MNwW N —

(Elena Prager, AEJ Applied Econ 2020)

m Inpatient Hospital Care - Medical

Harvard Pilgrim Health Care tiers its hospitals based on quality
and cost:

Tier 1: 100% after $250 per admission
Tier 2: 100% after $500 per admission
Tier 3: 100% after $750 per admission


Presenter Notes
Presentation Notes
The reason this can work is because once patients know which hospital is in which tier, which they can figure out by looking at a single page of a paper or online brochure without having to know anything further about their treatment like whether they’ll need anesthesia or whether there will be complications, they know exactly how much they’ll have to pay. The information is presented to them in a format that’s about as simple as prices for different boxes of cereal in a supermarket: here’s a list of items, and a list of the full prices you’ll pay for each of those items that we’re showing you *before* you make your purchase decision.
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What a tiered network does

\

2011
Plan year

2012

Hospital tier
——e—— Tier 1 (preferred)
——&—— Tier 3 (least preferred)

—8— Tier 2

2013

After 3 yrs,
spending falls
8.4% ($1,500) If
tier 3 is $1,500
copay, spending
falls 17.4%
($3,700)
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Presentation Notes




Conclusions
-

* Provider consolidation is driving up healthcare
prices.

* Rising hospital prices are the main reason premiums
are rising.

* Hospital prices are becoming more transparent.

*The only way to force hospitals to stop raising prices
is for employer sponsored plans to demonstrate they
are price sensitive.
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