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l. INTRODUCTION

Johns Hopkins Health System (“the System”) filed a renewal application with the
HSCRC on December 17, 2010 on behalf of its member hospitals, the Johns Hopkins
Hospital, Johns Hopkins Bayview Medical Center, and Howard County General Hospital
(the “Hospitals”) for an alternative method of rate determination, pursuant to COMAR
10.37.10.06. The System requests approval from the HSCRC for continued participation
in a capitation arrangement serving persons insured with Tricare. The arrangement
involves the Johns Hopkins Medical Services Corporation and Johns Hopkins
Healthcare as providers for Tricare patients. The requested approval is for a period of

one year.

II. OVERVIEW OF APPLICATION

The parties to the contract include the Johns Hopkins Medical Services
Corporation and Johns Hopkins Healthcare, a subsidiary of the System. The program
provides a range of health care services for persons insured under Tricare including
inpatient and outpatient hospital services. Johns Hopkins Health Care will assume the
risk under the agreement, and all Maryland hospital services will be paid based on
HSCRC rates.

lll. STAFF RECOMMENDATION

The staff recommends that the Commission approve the Hospitals’ renewal
application for an alternative method of rate determination for a one year period
beginning January 1, 2011. This recommendation is based on historical favorable
contract performance.

Consistent with its policy paper regarding applications for alternative methods of
rate determination, the staff recommends that this approval be contingent upon the
execution of the standard Memorandum of Understanding ("MOU") with the Hospitals

for the approved contract. This document would formalize the understanding between



the Commission and the Hospitals, and would include provisions for such things as
payments of HSCRC-approved rates, treatment of losses that may be attributed to the
contract, quarterly and annual reporting, confidentiality of data submitted, penalties for
noncompliance, project termination and/or alteration, on-going monitoring, and other
issues specific to the proposed contract, The MOU will also stipulate that operating

losses under the contract cannot be used to justify future requests for rate increases.



