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RE: California.Pacific.Medical Group, Inc., dba Brown & Toland Medical Group

Dear Commissioners:

We have read with interest the proposed Decision and Order, the Agreement Containing
Consent Order to Cease and Desist, and the staff analysis that were sent for public
comment regarding the above mentioned Medical Group. While we are gratified with
many aspects of the proposed settlement agreement, we ask that the Commission
strengthen several parts of it to protect the public interest.

Brown & Toland should not be permitted to continue to benefit from the wrongdoing
documented in the Analysis. Brown & Toland should not be permitted to use the fact of
existing contracts and the transactions costs to physicians and payors to freeze-in its
present anticompetitive advantage. Brown & Toland should not be permitted ever to re-
institute its exclusive contractor rule with its physicians, because this will freeze-out
more efficient competitors such as us. Brown & Toland should not be permitted to offer
its services as a contracting facilitator "for free" (subsidized by its at-risk HMO
operations) which puts even its presumptively legal future operations at a competitive
advantage over nonprofit organizations such as us, who nevertheless must generate
operating revenue from members.

1. Cancellation of existing non-capitated payor agreements

We believe the settlement order should be modified so that Brown & Toland is required
to cancel all pre-existing payor agreements (except those contracts under which
Respondent Brown & Toland is paid a capitated rate.)

By allowing Brown & Toland to continue these agreements by and large nullifies any
penalty that Brown & Toland has to pay for past actions, perpetuates the economic
damage done to community and competing organizations, and creates an uneven playing
field. If the FTC forces Brown & Toland to terminate all existing PPO agreements, then
payors would need to redetermine their strategy for network development. This would
lead to greater competition among payors and between physicians.
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