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Average Amount Paid For A Hospital Stay in Maryland 
 

 
The average amount paid for a hospital admission in Maryland rose 5.4 percent in Fiscal 

Year (FY) 2006 to $9,440 from $8,958 in FY 2005, according to a report released today by the 

Maryland Health Services Cost Review Commission (HSCRC).  This increase is below the 

estimated national average increase of 6.4 percent for the same time period. Maryland=s rate of 

growth is also below the national Consumer Price Index for Hospital and Related Services of 6.8 

percent.   

In addition to the success experienced over the rate of growth in payment, the rate-setting 

system used in Maryland has retained other unique benefits, such as keeping the mark-up in 

hospital costs (i.e., the difference between hospital costs and charges) the lowest in the nation. 

The mark-up in Maryland hospitals averaged 21 percent, while the average mark-up for hospitals 

nationally is 172 percent, according to the most recent data from the American Hospital 

Association.  

 



Maryland’s system builds the cost of uncompensated care into the rates, and all payers 

pay the same rates for hospital care.  In the absence of rate setting, hospitals in the rest of the 

nation must artificially mark-up their charges by 100-200 percent in order to cover shortfalls due 

to uncompensated care, discounts to large HMOs and other third-party payers, and inadequate 

payments from Medicare and Medicaid. These marked-up charges make payment difficult for 

the Aself-pay@ patients and other third-party payers not granted discounts and present a serious 

dilemma in healthcare today. Indeed, for those who pay for hospital services, the charge picture 

seemingly becomes more irrational and more inequitable every year. 

Further, an analysis of hospital costs shows that the average cost per admission at 

Maryland hospitals increased by 5.4 percent during FY 2006. From 1977 to 2005, Maryland 

hospitals experienced the second lowest cumulative growth in cost per admission of any state in 

the nation.  

The rate system continues to follow the blueprint it established in Fiscal Year 2004 for 

bringing the rate of increase in costs, charges, and payments in Maryland below the national 

average.  According to the HSCRC Chairman, Irvin W. Kues: 

 AThe Maryland All-Payer hospital rate system has always been adaptive and resilient. 

When hospitals were experiencing serious financial distress and their ability to enter the 

capital markets was severely hindered, the system responded, not with a blank check, but 

with a well thought out plan that never lost its primary focus of ultimately meeting its 

core mandates of cost containment, unparalleled access to quality care, and equity of 

payment. As was the case last year, we are back on track in doing better than the nation 

in managing the rate of growth in hospital payments. We are also on course in Maryland 

to bring about the finest quality of care in the nation in conjunction with a rate system 

that continues to provide the right incentives for enhancing efficiency and effectiveness 

in our hospitals. While we are gratified at the latest results, we will never take for granted 



the reliance of our citizens on the HSCRC to make hospital stays more affordable and to 

protect the Medicare waiver, the lynchpin of the system.@  

The report also showed that: 

! Uncompensated care (i.e., bad debt and charity care) was $842 million in FY 2006 (8% 

of gross patient revenue) compared to $738 million in FY 2005. 

! Hospital profitability continued to increase substantially in FY 2006: 

TB Total profits (otherwise known as “excess profit”), which include profits and 

losses from operating and non-operating activities (both regulated and 

unregulated), increased to $463 million in FY 2006 (4.5 percent of total revenue) 

from $369 million (4.0 percent of total revenue) in FY 2005. 

TB Operating profits on regulated activities alone in FY 2006 increased to $462 

million (5 percent of regulated net operating revenue) from the previous year’s 

$415 million (4.9 percent of regulated net operating revenue). 

T Operating profits from both regulated and unregulated activities increased to $273 

million in FY 2006 (2.7 percent of total net operating revenue) from the previous 

year’s $269 million (2.9 percent of total net operating revenue). 

T These positive results reflect the annual rate increases given as well as the 

Maryland hospitals= fulfillment of their pledge to control their expenses during 

this period in order to accomplish the HSCRC goal of improving the financial 

condition of the industry.  

! Total net regulated patient revenue increased 9 percent to $9.1 billion in FY 2006 from 

$8.4 billion in FY 2005, due, in part, to a 2 percent increase in admissions. 

Chairman Kues urged the chief participants in the All-Payer System, including HSCRC 

staff, providers and payers, and business and labor, to maintain the cooperative spirit that has 

become inextricably connected to Maryland=s longstanding leadership position in delivering the 

most efficient and effective hospital care to its citizens: 



AThe more than thirty year proven track record of the All-Payer System would be hollow 

without the fundamental commitment of all involved to look first, beyond provincial 

interest, to what is in the best interests of our citizens. It is clear that these interests are 

best served when we work together to preserve the basic tenets of the system, protect the 

federal waiver, and develop new and innovative strategies for meeting the challenges 

inherent in a landscape as dynamic and critical as that of healthcare. Our success over the 

past three decades does not guarantee future success; however, it does validate the 

importance of cooperation as an indispensable ingredient for maintaining the most stable, 

viable, and indeed, healthiest hospital system in the nation.@ 

 

Editor=s Note:  The Disclosure of Hospital Financial and Statistical Data report can be found in PDF format 
under Financial Data Reports/Financial Disclosure.  The HSCRC website can be found at 
HTTP://www.hscrc.state.md.us. 
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DISCLOSURE OF 
 

HOSPITAL FINANCIAL AND STATISTICAL DATA 
 

The average amount paid for a hospital stay in Maryland rose by 5.4 percent in 

Fiscal Year (FY) 2006 to $9,440 from $8,958 in FY 2005, according to figures released 

today by the HSCRC. The average amount paid by a patient nationally for a hospital 

stay was estimated to have risen by 6.4%, based on data from the Colorado Data Bank, 

a survey tool utilized by the hospital industry nation-wide  to assess overall hospital 

performance. Maryland=s rate of growth is also below the national Consumer Price 

Index for Hospital and Related Services of 6.8 percent.     

Also, the mark-up, the difference between hospital costs and charges, in 

Maryland hospitals remained the lowest in the nation at 21 percent compared to the 

average mark-up of 172 percent for hospitals nationally, according to the most recent 

data from the American Hospital Association (AHA).  In the absence of rate setting, 

 



non-Maryland hospitals must artificially mark-up their charges by 100-200 percent in 

order to cover shortfalls due to uncompensated care, discounts to large HMOs, and low 

payments from Medicare and Medicaid. 

This issue of charge shifting among payers is a serious dilemma in healthcare 

today.  In Maryland, the payment system builds the cost of uncompensated care into the 

rates, and all payers pay the same rates for hospital care. 

In addition, an analysis of hospital costs shows that the average cost per 

adjusted admission in Maryland hospitals increased by 5.4 percent during FY 2006.  In 

FY 1976, the cost per adjusted admission to a Maryland hospital was 26 percent above 

the national average.  In FY 2005, the year for which the most recent data are available 

from AHA, the average cost per adjusted admission was 3.7 percent below the nation.  

From 1977 through 2005, Maryland experienced the second lowest cumulative growth 

in cost per adjusted admission of any state in the nation.  

The HSCRC, established to regulate rates for all those who purchase hospital 

care, is this country=s pioneer hospital rate review agency.  The HSCRC began 

regulating hospital rates in 1974 and has assisted Maryland hospitals for the majority of 

the intervening years in remaining well below the national rate of hospital cost 

increases. 

Equivalent Inpatient Admissions (EIPAs) is a statistic that equals inpatient 

admissions plus a conversion of outpatient visits into equivalent admissions.  

The new financial disclosure shows that for Maryland acute hospitals in FY 2006: 

1) The average charge per admission for regulated activities increased 6 

percent to $10,992 in FY 2006 from $10,370 in FY 2005; 

2) The average cost per EIPA for regulated activities increased 5.4 percent 

to $9,082 in FY 2006 from $8,617 in FY 2005; 



3) The average payment received by Maryland hospitals per EIPA for 

regulated activities increased by 5.4 percent to $9,440 in FY 2006 from 

$8,958 in FY 2005; 

4) Operating profits on regulated activities alone increased substantially in 

FY 2006, from $415 million (4.9 percent of regulated net operating 

revenue) to $462 million (or 5 percent of regulated net operating revenue); 

5) Profits on operations (which include profits and losses from regulated and 

unregulated day-to-day activities) increased from $269 million (or 2.9 

percent of  total net operating revenue) in FY 2005 to $273 million in FY 

2006 (or 2.7 percent of total net operating revenue); 

6) Total profits, otherwise known as excess profits (which include profits and 

losses from regulated and unregulated operating and non-operating 

activities), increased to $463 million in FY 2006 (or 4.5 percent of the total 

revenue) from $369 million in FY 2005 (or 4% of the total revenue); 

7) Total regulated net patient revenue rose from approximately $8.4 billion in 

FY 2005 to $9.1 billion in FY 2006, an increase of 9 percent, due, in part, 

to a 2 percent increase in admissions; and 

8) The positive profitability results reflect, in large part, Maryland hospitals= 

fulfillment of their pledge to control their expenses during this period of 

time in order to accomplish the HSCRC goal of improving the financial 

condition of the industry. 

Outpatient gross revenue was $3.1 billion.  This represented an increase of 12.7 

percent in FY 2006 compared to an increase of 13.2 percent in FY 2005. As a 

percentage of total revenue, outpatient revenue increased in FY 2006 to 29.7 percent 

from 28.8 percent in FY 2005. 



Regulated hospital admissions increased from 664,475 in FY 2005 to 676,527 in 

FY 2006, or 2 percent.  In addition, hospital emergency room and clinic visits increased 

from 3,446,185 in FY 2005 to 3,645,524 in FY 2006, or 5.8 percent. 

A unique feature of the Maryland hospital rate system is the coverage of the 

reasonable cost of providing care to those who cannot pay -- i.e., uncompensated care. 

 Maryland continues to be the only state in the nation that assures its citizens that they 

can receive care at any hospital regardless of their ability to pay.  In Maryland alone, 

uncompensated care is financed by all payers, including Medicare and Medicaid.  As a 

result, there are no charity hospitals in Maryland; patients who are unable to pay are not 

transferred into hospitals of Alast resort.@  In 2006, Maryland hospitals incurred $842 

million of uncompensated care, approximately eight cents of uncompensated care cost 

for every dollar of gross patient revenue.  Approximately 84 percent of the statewide 

uncompensated care expenditure originated in the State's metropolitan areas. 

The HSCRC was established by the General Assembly in 1971.  It is an 

independent Commission functioning within the Department of Health and Mental 

Hygiene.  It consists of seven members who are appointed by the Governor.  The 

Commission's rate review authority includes assuring the public that: (a) a hospital's 

total costs are reasonable; (b) a hospital's aggregate rates are reasonably related to its 

aggregate costs; and (c) rates are set equitably among all purchasers of care without 

undue discrimination or preference. 
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Introduction 

Historically, the Commission has published an annual comparison of Maryland 

hospitals= regulated cost per adjusted admission with the national average cost per 

adjusted admission in the Executive Summary of its Disclosure of Financial and 

Statement Data (Report).  In the past, the Commission believed that cost per adjusted 

admission represented the best measure for determining hospital performance under 

rate regulation.  Beginning with the 2004 data, however, the Commission shifted its 

primary attention from cost per adjusted admission to net revenue per adjusted 

admission. The Commission did so because net revenue per adjusted admission better 

indicates what Maryland citizens pay for hospital care. 

In 2004, the Commission made several additional changes to the Report. The 

first major change was the expansion of the Report to include both regulated and 

unregulated operating data. Also, the chronology of the data presented in the Report 

was changed to include all annual data for the fiscal year ended in that calendar year, 

e.g., data from hospitals with fiscal years that end December 31, 2006 are included with 

data from hospitals with June 30 and August 31, 2006 fiscal year ends. The 

Commission implemented these changes so that Maryland hospitals= data would be 

consistent with the manner in which national hospital data are published by the 

American Hospital Association. 

The Commission will continue to use cost per adjusted admission as a secondary 

measure of hospital performance in the Report.  Because of the importance of per 

capita costs in determining health care premiums and taxes, the Commission will  



explore estimates of this measure, which involve the use of migration, case mix, and 

population data.  

Contents of Report 

Under its mandate to Acause the public disclosure of the financial operations of all 

hospitals,@ the Commission has prepared comparative statements from information 

made available by the respective hospitals. 

Gross Patient Revenue, Net Patient Revenue, Other Operating Revenue, Net 

Operating Revenue, % Uncompensated Care, Total Operating Costs, Operating Profit / 

Loss, Non-Operating Income and Expense, and Excess Profit / Loss, as itemized in this 

Report, were derived from the Annual Report of Revenue, Expenses and Volumes 

(Annual Report) submitted to the Commission. The Annual Report is reconciled with 

audited financial statements of the respective institutions.   

This year=s Disclosure Statement also includes the following six Exhibits: 

Exhibit I - Change in Cost per EIPA (Regulated Operations)  

Exhibit II - Change in Revenue per Admission (Regulated Operations) 

Exhibit III - Change in Uncompensated Care (Regulated Operations) 

Exhibit IV - Change in Net Patient Revenue per EIPA (Regulated Operations)  

Exhibit V - Change in Net Operating Revenue (Regulated Operations) 

Exhibit VI - Change in Total Operating Profit / Loss (Regulated and Unregulated  

        Operations) 

The following explanations are submitted in order to facilitate the reader=s 

understanding of this report:  



Gross Patient Revenue means all regulated and unregulated patient care 

revenue and should be accounted for at established rates, regardless of whether the 

hospital expects to collect the full amount. Such revenues should also be reported on an 

accrual basis in the period during which service is provided; other accounting methods, 

such as the Adischarge method,@ are not acceptable. For historical consistency, 

uncollectible accounts (bad debts) and charity care are included in gross patient 

revenue. 

Net Patient Revenue means all regulated and unregulated patient care revenue 

realized by the hospital. Net patient revenue is arrived at by reducing gross patient 

revenue by contractual allowances, charity care, bad debts, and payer denials, Such 

revenues should be reported on an accrual basis in the period in which the service is 

provided.  

Other Operating Revenue includes regulated and unregulated revenue 

associated with normal day-to-day operations from services other than health care 

provided to patients. These include sales and services to non-patients, revenue from 

miscellaneous sources, e.g., rental of hospital space, sale of cafeteria meals, gift shop 

sales, research, etc.  Such revenue is common in the regular operations of a hospital, 

but should be accounted for separately from regulated patient revenue.  In addition, 

because the Commission’s jurisdiction is limited to Part A hospital services, the revenue 

associated with Part B physicians’ professional services is included in other operating 

revenue. 

Net Operating Revenue is the total of net patient revenue and other operating 

revenue. 



Uncompensated Care is composed of charity and bad debts. This is the 

percentage difference between billings at established rates and the amount collected 

from charity patients and patients who pay less than their total bill, if at all. For historical 

consistency, uncompensated care is treated as a reduction in revenue.   

Total Operating Expenses equal the costs of Commission regulated and 

unregulated inpatient and outpatient care, plus costs associated with Other Operating 

Revenue. Operating expenses are presented in the Report in accordance with generally 

accepted accounting principles with the exception of bad debts. For historical 

consistency, bad debts are treated as a reduction in gross patient revenue.  

Equivalent Admission (EIPA) is a statistic formulated by the Commission which 

equals admissions plus a conversion of outpatient visits into equivalent admissions 

calculated as follows: 

EIPAs = Admissions  x Total Gross Patient Care Revenues 

       Gross Inpatient Care Revenues 

Average Cost per EIPA is operating costs divided by EIPAs. 

Operating Profit / Loss is the profit or loss from ordinary, normal recurring 

regulated and unregulated operations of the entity during the period.  Operating Profit / 

Loss also includes restricted donations for specific operating purposes if such funds 

were expended for the purpose intended by the donor during the fiscal year being 

reported upon (i.e., June 30, 2004 and December 31, 2004). 

Non-Operating Profit / Loss includes investment income, extraordinary gains, 

and other non-operating gains and losses. 



Excess Profit / Loss represents the bottom line figure from the Audited 

Financial Statement of the institution.  It is the total of the Operating Profit / Loss and  

Non-Operating Profit / Loss.  (Provisions for income tax are excluded from the 

calculation of profit or loss for proprietary hospitals.) 

Financial information contained in the Report provides only an overview of the 

total financial status of the institutions.  Additional information concerning the hospitals, 

in the form of Audited Financial Statements and reports filed pursuant to the regulations 

of the Health Services Cost Review Commission, is available at the Commission=s 

offices for public inspection between the hours of 8:30 a.m. and 4:30 p.m. 

Notes to the Financial and Statistical Data 

1.  Admissions include infants transferred to Neo-Natal Intensive Care units in the 

hospital in which they were born.  

2. Revenues and expenses applicable to physician Part B professional services are 

only included in regulated hospital data in hospitals which had Commission 

approved physician rates on June 30, 1985 and that have not subsequently 

requested that those rates  be abolished so that the physicians may bill fee-for-

service.  

3. The Special Hospitals in this Report are:  Adventist Health Care-Potomac Ridge, 

Adventist Rehabilitation Hospital, Brook Lane Psychiatric Center, Chesapeake 

Youth Center, Levindale Hebrew Geriatric Center and Hospital, Mt. Washington 

Pediatric Hospital, Sheppard Pratt Hospital, St. Luke Institute, and University 

Speciality Hospital. 



4. February 1, 2007, Scared Heart Hospital changed its name to Braddock Hospital. 

   

5. In FY 2006, Total Non-Operating Expenses were reduced by extraordinary items 

totaling $17,837,526, which were reported as reductions to expenses rather than 

as revenue. 
































































































































































