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Selling Points:

Increased efficiency and economies of scale.

Greater bargaining power.

Capital infusion for facilities, technological upgrades, turnaround support.
Access to business expertise.

Standardized patient experience.

Improved compliance.




Pitfalls:

Tension between maximizing profits and maximizing patient care.
Increased cost to patients and payors.

« BMJ, “Evaluating trends in private equity ownership and impacts on health
outcomes, costs, and quality,” July 2023: reviewed 55 studies that met inclusion
criteria; concluded, “Across the outcome measures, PE ownership was most
consistently associated with increases in costs to patients or payors.”




Pitfalls:

Increased cost to patients and payors.

* Aetna Health, Inc. et. al. v. Radiology Partners, et.al., United States District Court
for the Middle District of Florida, Jacksonville division, Case No. 3:24-cv-01343

» Aetna alleges that Radiology Partners is illegally engaging in corporate practice of
medicine, fraudulently billing other RP-owned practices at RP-affiliate Mori, Bean, and
Brooks’ higher contracted rates, and abusing the No Surprises Act arbitration process to
increase its out-of-network payments.

» Radiology Partners denies all allegations, alleges Aetna is using the courts to “pressure
physicians with false and defamatory claims” to “shape public perception while
shamelessly prioritizing profits over patient care.”




Pitfalls:

Increased provider burnout:

* Health Affairs, “Physician Turnover Increased in Private Equity-Acquired
Physician Practices,” March 2025: In reviewing PE acquisitions of 200
ophthalmology practices with 1,980 clinicians, 265% increase in physician
turnover after acquisition relative to non-PE acquired practices.

« JAMA, “Sale of Private Equity—Owned Physician Practices and Physician
Turnover,” February 2025: “In this case-control study, PE exit was followed by an
increase in physician turnover and subsequent employment at a large (>120-
physician) practice relative to matched controls, notwithstanding similar turnover
rates between these physicians and matched controls prior to exit.”




Pitfalls:

Negative impact on patient care experiences:

- JAMA, “Changes in Patient Care Experience After Private Equity Acquisition of US

Hospitals,” February, 2025: In 73 private equity-acquired hospitals, the percentage
of patients rating the hospital a 9 or 10 and the percentage of patients who would
definitely recommend the hospital decreased compared with pre-acquisition

percentages and compared with percentages at 293 matched control hospitals.

Change in adverse events:

- JAMA, “Changes in Hospital Adverse Events and Patient Outcomes Associated
with Private Equity Acquisition,” December 2023: Based on Medicare Part A

claims data, private equity acquisition was associated with a 25.4% increase in
hospital-acquired conditions.




Risk Reduction Strategies

Communication
Transition Planning

Compensation Model




Communication




Doctors are from Mars, businesspeople are from Venus.




Communication

Is everyone speaking the same language?

Does everyone have the same understanding of how business after the deal
will be different from business before the deal?

e Patient schedule

Does everyone know what all of the documents say and what they mean?
o If the sellers are getting equity, what are their rights and obligations?
* Do equity documents include a separate noncompete and/or nonsolicit?




Communication

Is there an earn-out?

- What metrics will be used to decide right to payouts?
* Who will control the factors that determine payouts?
 Are there forfeiture penalties?

Does everyone know who will have the right to control what aspects of the
business going forward?

« What is the recourse for a physician with concerns about an APP he/she is asked to
supervise?

Bottom line: sellers should get independent, detailed advice from legal and
financial professionals.



Transition Planning




[actual footage of central business office the day after acquisition closes] -



Transition Plan

Slow and steady over time versus shifting on the moment of closing.

Key areas:

» Billing and collections:
« Avoid overwhelming central business office staff.
 Avoid losing AR if billing falls through the cracks.
« Minimize coding errors.
 Patient experience:
 Avoid scheduling and communication disruptions.
 Preserve valuable relationships between non-clinical staff and patient
 Avoid technology failures or slow-downs.
* Sudden technology shifts increase burden on clinicians and staff
 Avoid risk of documentation errors




Compensation Model




A tale of two Scrooges:

How PE sees providers after sale How providers see PE after sale




Compensation Plan

* #1 cause of friction between physicians and private equity ownership.
- Vital that everyone understand the compensation model up front.
* Some models are likely to cause more friction than others.

m Pros and Cons for Providers | Pros and Cons for PE

Revenue — expense  Pros: Pros:
-Often a familiar model -Providers bear financial risks.
-Can increase earnings through -Increased work incentive for
work or efficiency. providers.
Cons: Cons:
-PE controls relevant business -Time consuming record keeping
conditions (e.g., billing and and calculation requirements.

collections, staffing, leases, etc.) -Difficulty handling deficit

-PE controls R and E allocations  situations.

-Data difficulties (too much to -Risk of disputes with providers.
understand vs. too little)

-Complex calculations




Compensation Plan

Straight salary Pros: Pros:
-Predictable and easy to -Minimize risk of compensation
understand. disputes with providers.
-PE receives all profits if business
does well.
Cons: Cons:
-No opportunity to increase -No work incentive for providers.
earnings through more work or -PE carries risk of loss.
efficiency.
Salary plus wRVU -Still predictable and easy to -Still minimizes risk of
incentive understand. compensation disputes.

-Opportunity to earn more. -Incentivizes providers.




And they lived
happily ever after.
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THE END.




QUESTIONS
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