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630th Meeting of the Health Services Cost Review Commission
April 9, 2025

(The Commission will begin in public session at 12:00 pm for the purpose of, upon motion and
approval, adjourning into closed session. The open session will resume at 1:00 pm)

CLOSED SESSION
12:00 pm

1. Update on Administration of Model - Authority General Provisions Article, §3-103 and §3-104

PUBLIC MEETING
1:00 pm

1. Review of Minutes from the Bublidand ElosedMeetings on March 12, 2025

Specific Matters
For the purpose of public notice, here is the docket status.
Docket Status — Cases Closed

2669A Johns Hopkins Health System

2. Docket Status — Cases Open

2668R Johns Hopkins Howard County Medical Center
2670A] University of Maryland Medical Center

Informational Subjects
1. Presentation: Advancing Innovation in Maryland (AIM) Winners

E Pilot Integration of Methadone Treatment Information into CRISP

El Leveraging CRISP to Share the Asthma Action Plan Across Hospital-based, Ambulatory
and School-based Healthcare Providers

Subjects of General Applicability

2. Report from the Executive Director
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E Model Monitoring
E Legislative Update

Final Recommendation: Maryland Hospital Acquired Conditions (MHAC) Policy for RY 2027
Final Recommendation: Readmission Reduction Incentive Program (RRIP) Policy for RY 2027

Final Recommendation: Medicare Performance Adjustment (CY 2025 Policy / FY 2027
Payment)

Presentation: FY24 Hospital System Financial Results

Hearing and Meeting Schedule
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MINUTES OF THE
629th MEETING OF THE
HEALTH SERVICES COST REVIEW COMMISSION
MARCH 12, 2025

Chairman Joshua Sharfstein called the public meeting to order at 12:00 p.m. In
addition to Chairman Sharfstein, in attendance were Commissioners James
Elliott, M.D., Ricardo Johnson, Maulik Joshi, DrPH., Nicki McCann, J.D., and
Farzaneh Sabi, M.D. Upon motion made by Commissioner Sabi and seconded by
Commissioner Joshi, the Commissioners voted unanimously to go into Closed
Session. The Public Meeting was reconvened at 1:10 p.m.

REPORT OF MARCH 12, 2025, CLOSED SESSION

Mr. William Hoff, Deputy Director, Audit and Integrity, summarized the items
discussed on March 12, 2025, in the Closed Session.

ITEM I
REVIEW OF THE MINUTES FROM FEBRUARY 12, 2025, PUBLIC
MEETING AND CLOSED SESSION

Upon motion made by Commissioner Johnson and seconded by Commissioner
Sabi, the Commission voted unanimously to approve the minutes of February 12,
2025, for the Public Meeting and Closed Session and to unseal the Closed
Session minutes.

ITEM 11
OPEN CASES
2668R Johns Hopkins Howard County Medical Center
2669A Johns Hopkins Health System
2670A University of Maryland Medical Center

ITEM 111

Joshua Sharfstein, MD
Chairman

James N. Elliott, MD
Vice-Chairman

Ricardo R. Johnson
Maulik Joshi, DrPH
Adam Kane, Esq
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Jonathan Kromm, PhD
Executive Director

William Henderson
Director
Medical Economics & Data Analytics

Allan Pack
Director
Population-Based Methodologies

Gerard J. Schmith
Director
Revenue & Regulation Compliance

Claudine Williams
Director
Healthcare Data Management & Integrity

PRESENTATION BY ADVANCING INNOVATION IN MARYLAND (AIM) WINNERS

Chairman Sharfstein outlined the purpose of the Advancing Innovation in Maryland (AIM) Awards and
introduced two recipients of the Award, Dr. Sarah Szanton and Dr. David Newman-Toker.

CAPABLE and Neighborhood Nursing

Dr. Sarah Szanton, PhD, MSN, Dean of the Johns Hopkins School of Nursing (JHSON), presented an
update on two innovative community-based healthcare models developed at Johns Hopkins University:

the CAPABLE program and the Neighborhood Nursing initiative.
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The CAPABLE program, initiated in 2008, is a four-month, home-based intervention designed to enhance
the independence of individuals with functional limitations. Utilizing a holistic approach, CAPABLE
integrates occupational therapy, nursing, and home modification services to optimize the individual's
environment and address their specific needs. Dr. Szanton presented evidence of the program's cost-
effectiveness, particularly in mitigating the significant healthcare expenditures associated with individuals
experiencing both chronic conditions and functional limitations. Randomized controlled trials have
consistently demonstrated improvements in physical function, reduced hospitalizations, and decreased
nursing home admissions.

Dr. Szanton also discussed the Neighborhood Nursing initiative, a model designed to provide universal
access to nursing and community health worker services for all Maryland residents. Recognizing the
current fragmented landscape of community health programs, she advocated for a standardized, accessible
system focused on preventative, person-centered care. She outlined a collaborative framework involving
nursing schools, community organizations, and healthcare providers, with the goal of improving
population health and reducing health disparities through a proactive, place-based approach that
complements existing community resources and aligns with state and federal healthcare objectives.

Tele-Dizzy

Dr. David Newman-Toker, MD, PHD, Director, Division of Neuro-Visual & Vestibular Disorders,
Department of Neurology, Johns Hopkins Medicine & Bloomberg School of Public Health presented an
update on the “Tele-Dizzy: Democratizing Access to Vertigo and Posterior Circulation Stroke Diagnosis
in Maryland Emergency Departments.”

Dr. Newman-Toker described the Tele-Dizzy program, designed to improve the diagnosis of dizziness
and vertigo in Maryland emergency departments, enhancing care quality and reducing costs. The program
uses teleconsultation and FDA-approved video oculography ("stroke goggles™) to provide expert
diagnosis of eye movements, which is more accurate than current methods to diagnosis patients with
vestibular problems. This technology allows remote specialists to assess patients' eye movements,
differentiating between inner ear diseases and strokes, and providing recommendations to emergency
physicians. The goal is to accurately and efficiently diagnose 32,000 Marylanders who present to
Emergency Departments annually with dizziness or vertigo.

No action was taken on this agenda item.

ITEM 1V
REPORT FROM THE EXECUTIVE DIRECTOR

Model Monitoring

Ms. Deon Joyce, Chief, Hospital Rate Regulation, reported on the Medicare Fee-for-Service (FFS)
data through November 2024 (for claims paid through January 2025). The data showed that Maryland’s
Medicare hospital spending per capita growth was favorable when compared to the nation. Ms. Joyce



stated that Medicare non-hospital spending per capita and Total Cost of Care (TCOC) spending per capita
were also favorable when compared to the nation. Ms. Joyce stated that the Medicare TCOC guardrail is -
1.82 percent below the nation through November 2024, and that Maryland Medicare hospital and non-
hospital growth through August resulted in savings of $168 million.

Deregulation Oversight Activities

Ms. Claudine Williams, Principal Deputy Director, Healthcare Data Management and Integrity reported
on HSCRC Deregulation Oversight Activities. Ms. Williams stated that staff support deregulating certain
services and shifting care to the most appropriate, often lower-cost, settings. However, deregulating or
closing services can negatively impact patients' access to necessary care. This concern arose from an
investigation of a complaint and subsequent reviews of hospital reporting requirements. Consequently,
staff is actively working to strengthen their oversight of service changes. Staff is evaluating revisions to
hospital notification guidelines, intending to require hospitals to provide more detailed information about
the potential impact on patient access whenever they plan to deregulate, relocate, or close services. Staff
is also considering implementing more rigorous reporting requirements to better monitor and mitigate any
adverse effects on patient care.

Legislative Update

Ms. Megan Renfrew, Deputy Director, Policy & Consumer Protection, presented the Legislative Update.
Ms. Renfrew stated that the legislative session is nearing its critical "crossover" deadline, where bills
must pass their originating chamber to have a realistic chance of becoming law. Staff is closely
monitoring several key bills. Notably, legislation adjusting the user fee that funds the HSCRC's operating
budget has passed both the House and Senate. The budget bill itself has undergone hearings, and the
Budget Reconciliation and Financing Act (BRFA) is being watched for potential changes related to
Medicaid funding, including the creation of a primary care fund and adjustments to the Maternal and
Child Health Fund.

Other bills under consideration include extending the expiration date for the Maternal and Child Health
Fund, and a bill related to Total Cost of Care (TCOC) implementation, which involves data access for the
Maryland Health Care Commission (MHCC) and the establishment of a population health fund. A bill
aimed at enabling hospitals to use state data to identify and reimburse patients eligible for free care was
withdrawn, effectively ending that project. Additionally, a bill concerning hospital partnerships with
community health worker organizations, which would allow these partnerships to be reported as
community benefits, is facing a critical deadline for committee approval.

No action was taken on these agenda items.



ITEM V
FINAL RECOMMENDATION: RESPIRATORY SURGE POLICY PROPOSAL

Mr. Allan Pack, Principal Deputy Director, Quality and Population-Based Methodologies presented the
staff’s Final Recommendation for the Respiratory Surge Policy Proposal (see “Final Recommendation:
Respiratory Surge Policy Proposal” available on the HSCRC website).

Mr. Pack noted that staff is considering a Surge Policy to address the significant increase in respiratory
hospitalizations in Maryland, which rivals the COVID-19 public health emergency. Data shows a
substantial rise in use rates, particularly in infectious diseases, pulmonary, and potentially avoidable
utilization (PAU) services, driven by respiratory illnesses. This surge has placed considerable strain on
hospitals, with many struggling to meet their Global Budget Revenue (GBR) targets.

The proposed policy would reinstate the COVID-19 Surge Policy with modifications to include growth in
all respiratory cases from a 2019 baseline. Funding would be offset by RY 2025 revenue or full rate
application adjustments to avoid double payment. The estimated $140-145 million in surge funding
would be allocated based on the lesser of: a hospital's volume overages relative to its GBR or the
hospital’s growth in respiratory cases compared to 2019. Hospitals receiving funding would be expected
to maintain or increase staffing capacity to meet patient demand, participate in MDH prevention
activities, and support Respiratory Syncytial Virus (RSV) immunization reporting.

Stakeholders were generally supportive of the policy; however, they expressed concerns about the
policy's rapid consideration and the delayed timing of funding, requesting it be applied to the current rate
year. Staff responded by proposing to allow earlier access to funds for hospitals with financial needs or
those whose rates remain within budget. The Commission will also address future surge concerns through
ongoing policy discussions. The decision to use patient days as the unit of measure, instead of Equivalent
Case Mix Adjusted Discharges (ECMADs), was based on two key factors. First, GBRs were initially
designed to assess and reimburse volume based on patient days or Equivalent Inpatient Admissions
(EIPAs). Second, modeling revealed that while some hospitals saw a decline in overall ECMADs due to
reductions in high-weighted services (such as orthopedic procedures), this decline was counterbalanced
by significant increases in low-weighted respiratory cases, which had high-cost burdens due to prolonged
lengths of stay. This shift had a notable impact on overall hospital costs.

Mr. Pack presented the staff’s Final Recommendation for the Respiratory Surge Policy Proposal as
follows.

1. Implement the Respiratory Surge Policy based on Rate Year 2024 volume increases, with
funding provided in FY 2026 or earlier based on hospital needs.

2. Hospitals accepting the funding will be expected to maintain or increase their staffing
capacity to meet the needs of patients in Maryland.

3. Hospitals should coordinate respiratory virus prevention activities with Maryland Department
of Health.

4. Staff will require reporting of RSV immunization for infants, thus allowing the Commission
to provide volume variable funding based on this report.



Chairman Sharfstein called for a motion to adopt staff’s Final Recommendation. Vice Chairman Elliott
moved for approval, which was seconded by Commissioner Joshi. Vice Chairman Elliott cast his vote and
also voted by proxy on behalf of Commissioner Kane. The motion was approved, with one dissenting
vote from Commissioner Johnson.

ITEM VI
FINAL RECOMMENDATION: ED BEST PRACTICES INCENTIVE POLICY & ED WAIT
TIMES ACTIVITIES

Ms. Tina Simmons, Associate Director for Quality Methodologies, presented the staff’s Final
Recommendation on the ED Best Practices Incentive Policy and ED Wait Times Activities (see “ED Best
Practices Incentive Policy & ED Wait Times Activities” available on the HSCRC website).

Ms. Simmons presented the staff’s Final Recommendation for Emergency Department (ED) hospital
throughput best practice policy, which aims to improve ED efficiency and reduce wait times. The policy
outlines six best practices for hospitals to implement, each with three weighted tiers reflecting varying
levels of intensity. Hospitals must select and report on two of these practices by October 20, 2025. Failing
to report these metrics will result in a 0.1 percent penalty on all-payer inpatient revenue in January 2026.
Future rate years may include a plus or minus 0.25 percent revenue at risk, but this will be evaluated after
the initial implementation.

Stakeholders provided feedback, requesting flexibility in data collection, reporting timelines, and
consideration of external factors impacting ED throughput. They also suggested a shift in the reporting
deadline from October to December 2025, and advocated for a comprehensive evaluation of measures,
including length of stay, post-acute care transitions, and patient experience. In response, staff agreed to
support flexible reporting measures and timelines, including the potential shift to a December deadline.
They also committed to addressing external drivers like workforce challenges and capacity constraints
through ongoing workgroups and analyses, and to continue a concurrent review of other relevant
measures.

Ms. Simmons presented the staff’s Final Recommendation for the ED Best Practices Incentive Policy for
RY 2027 (CY 2025) as follows.

1. Approve and implement the specifications of the Best Practices policy including a set of six
Hospital Best Practices that are designed to improve the emergency department (ED) and hospital
throughput and reduce ED length of stay (LOS).

e For each best practice identified, three weighted tiers were developed with corresponding
measures that reflect the fidelity and intensity of each best practice.

2. Require hospitals to select two Best Practices to implement and report data on for RY 2027.

e The target date for data submission is October 1, 2025. Any hospitals with justifiable
reporting delays must notify HSCRC prior to October 1st. Failure to report data to the
Commission by December 2025 will result in a 0.1 percent penalty on all-payer, inpatient
revenue to be assessed in January 2026.



e We will follow our extraordinary circumstances exception policy to address any
unforeseen events (i.e., cyberattack, natural disaster, etc.).

e Hospitals will submit their selected best practices within 30 days of final approval of this
policy.

3. Staff proposes for subsequent rate years to have a (+/-) 0.25 percent inpatient hospital revenue at
risk tied to performance on these best practice metrics with the intent to evaluate the impact of the
best practices and make a final recommendation for subsequent rate years after the Year 1
program impact is assessed.

Commissioner Sabi praised the staff’s approach but reiterated that the proposed "best practices” should be
considered fundamental hospital operations, or "Hospital Hygiene 101." While acknowledging the value
of sharing and discussing these practices, she emphasized the need to expand the focus beyond the basics.
She urged staff to prioritize initiatives that prevent hospitalization and reduce ED utilization, such as
investments in primary and urgent care, and to improve patient transitions to post-acute care settings. She
also noted that these broader, preventative and transitional activities will significantly enhance the overall
effectiveness of the initiative. Ms. Simmons highlighted the collaborative effort of hospitals in developing
the best practices and emphasized that this collaboration was crucial in tackling future, more complex
projects, and acknowledged the significant resources hospitals have already invested.

Vice Chairman Elliott sought clarification on the eligibility of clinical pathways under the best practices
initiative. Specifically, he inquired whether pathways established in non-regulatory, hospital-affiliated
settings, as well as collaborations with proximate primary care groups, would qualify. Ms. Simmons
confirmed that both scenarios would be deemed eligible.

Chairman Sharfstein called for a motion to adopt the staff recommendation. Commissioner Johnson
moved for approval, which was seconded by Vice Chairman Elliott. Vice Chairman Elliott cast his vote
and also voted by proxy on behalf of Commissioner Kane. The motion passed unanimously in support
of the staff’s recommendation.

NEW STAFF ANNOUNCEMENTS/PROMOTIONS

Chairman Sharfstein announced the promotion of Mr. William Hoff to the position of Deputy Director of
Audit and Integrity within the Healthcare Data Management and Integrity Center.

He also extended a warm welcome to Mr. Steven A. Crocker, who joins the Audit and Integrity Team as
Chief Audit & Integrity, and to Mr. Joe Peshek, Analyst, who will be contributing to the Medical
Economics and Data Analytics Team.

ITEM VII
FINAL RECOMMENDATION: PHASE I REVISIONS TO THE ACCOUNTING AND BUDGET
MANUAL, COMAR 10.37.01.02




Mr. Wayne Nelms, Chief, Audit & Integrity presented the staff’s Final Recommendation on the Phase 1
Revisions to the Accounting and Budget Manual, COMAR 10.37.01.02 (see “Phase 1 Revisions to the
Accounting and Budget Manual, COMAR 10.37.01.02” available on the HSCRC website).

Notice of Final Action

On September 11, 2024, the HSCRC proposed amendments to the Accounting and Budget Manual. The
proposed amendments appeared in the Maryland Register on January 24, 2025. The purpose of the
proposed amendments was to update and streamline the manual. The public comment period ended on
February 24, 2025. No comments were received. Staff anticipates that these amendments will become
effective April 14, 2025.

Mr. Nelms presented the staff’s Final Recommendation regarding Phase 1 Revisions to the Accounting
and Budget Manual as follows.

e Commission approval of the final adoption of these amendments to the Accounting and Budget
Manual.

Chairman Sharfstein called for a motion to adopt the staff’s Final Recommendation. Commissioner Sabi
moved for approval, which was seconded by Commissioner McCann. Vice Chairman Elliott cast his vote
and also voted by proxy on behalf of Commissioner Kane. The motion passed unanimously in support
of the staff’s recommendation.

ITEM VIII
DRAFT RECOMMENDATION: MARYLAND HOSPITAL ACQUIRED CONDITIONS (MHAC)
POLICY FOR RY 2027

Ms. Diane Feeney, Associate Director, Quality Initiatives, presented staff’s draft recommendation on
Maryland Hospital Acquired Conditions (MHAC) Policy for RY 2027 (see " Maryland Hospital Acquired
Conditions (MHAC) Policy for RY 2027 available on the HSCRC website).

Ms. Feeney presented the draft recommendation for the Potentially Preventable Complications (PPCs)
program, focusing on maintaining the existing list of 15 clinically significant PPC measures while
addressing concerns about small cell sizes and improving the program's overall reliability. The staff
conducted an evaluation of performance trends, showing that current PPC performance has returned to
2018 levels after a period of fluctuation that was likely influenced by the COVID-19 pandemic. The
evaluation also demonstrated that most PPCs have seen improvement over time, with the exception of
accidental puncture and laceration, which was impacted by coding updates.

To address statistical concerns, particularly those arising from small cell sizes, the staff explored a
composite methodology that evaluates all PPCs as a single measurement, rather than individually. This
approach significantly increases the number of PPCs evaluated for small hospitals and improves the
signal-to-noise reliability ratio, bringing it to a level deemed acceptable by the staff. The recommendation



included a comparison of the current and composite methodologies, highlighting differences in
calculation steps, exclusion criteria, and the consideration of volume weights.

Ms. Feeney also presented various revenue adjustment options, including the use of a continuous linear
scale with or without a hold-harmless zone, and proposed setting a reward and penalty cut points based on
the average MHAC score derived from prospective modeling. Staff suggested exploring additional
candidate measures, such as digitally specified safety ECQM:s, to further enhance the assessment of
avoidable harmful complications.

Ms. Feeney presented the staff’s draft recommendations for RY 2027 as follows.
1. Use 3M Potentially Preventable Complications (PPCs) to assess hospital acquired complications.

a. Maintain a focused list of PPCs in the payment program that are clinically recommended
and that generally have higher statewide rates and variation across hospitals.

b. Assess monitoring PPCs based on clinical recommendations, statistical characteristics,
and recent trends to prioritize those for future consideration for updating the measures in
the payment program.

c. Engage hospitals on specific PPC increases as indicated/appropriate to understand trends
and discuss potential quality concerns.

2. Assess performance using more than one year of data for small hospitals (i.e., less than 21,500 at-
risk discharges and/or 22 expected PPCs). The performance period for small hospitals will be
CYs 2024 and 2025.

3. Assess hospital performance based on statewide attainment standards.
4. Consider options for determining hospital scores:

a. Optionl (current methodology): Score hospital performance on each PPC individually
weighted by Solventum (3M) cost weights as a proxy for patient harm. Hospitals are only
assessed on the PPCs that meet minimum volume criteria.

b. Option 2 (staff proposal): Score hospital performance on a PPC composite that
includes all payment PPCs weighted by hospital specific expected volume and Solventum
(3M) cost weights as a proxy for patient harm

The draft recommends the measures used for RY 2026 but presents potential options for updating the
methodology using composite scores to address concerns of small cell sizes and other concerns raised by
small hospitals. The results of the composite models will be presented in the final policy.

Chairman Sharfstein asked for more details of how cost weights are being used as a proxy for patient
harm. Ms. Feeney responded that staff uses the 3M cost weights, which represent the average incremental
cost incurred by a hospital when a Potentially Preventable Complication (PPC) occurs. These weights are
incorporated into the calculation to accurately reflect the resource utilization associated with each PPC.

Chairman Sharfstein followed up his inquiry by emphasizing that a significant point of divergence
between the methodologies under discussion pertains to the application of minimum volume criteria. Ms.



Feeney responded confirming that the primary difference lies in the minimum volume criteria, which
directly impacts the number of PPCs evaluated, especially for smaller hospitals. By adjusting the criteria,
small hospitals can now be assessed on an average of 13.5 PPCs, significantly higher than the previous
3.6. This change addresses the issue of reduced reliability observed with the prior measurement approach.

No action was taken on this agenda item.

ITEM IX
AHEAD MODEL PUBLIC TESTIMONY

Chairman Sharfstein announced that the HSCRC is officially transitioning from the Total Cost of Care
(TCOC) model to the AHEAD model on January 1, 2026. To prepare for this change, the HSCRC sought
public comment through written submissions and a public hearing. The Commission acknowledged CMS'
confirmation of the transition and expressed enthusiasm about collaborating with CMS on the new model.
The Commission is committed to making necessary policy adjustments to ensure a successful transition
and build upon Maryland's healthcare achievements. Three panels provided public testimony, followed by
a discussion period with the Commission.

The first panel consisted of Dr. Sarah Szanton, representing Johns Hopkins School of Nursing (JHSON);
Dr. John Chessare, representing Greater Baltimore Medical Center (GBMC); Dr. Dale Schumacher,
representing Rockburn Institute; and Mr. Tyler Blanchard, representing Aledade, via Zoom.

Dr. Sarah Szanton, PhD, MSN, Dean of JHSON, advocated for increased investment in community-
based care models to achieve the goals of Maryland's AHEAD program. Despite the success of programs
like the aforementioned Neighborhood Nursing and CAPABLE programs, current payment structures do
not adequately support these models, contributing to hospital capacity challenges.

She urged the Commission to shift towards a preventative healthcare system, ensuring equitable access to
comprehensive care for all Marylanders, regardless of payer or provider. She recommended implementing
flexible funding models, such as shared savings or pooled funds, to scale proven interventions and
integrate whole-person health measures into the assessment framework, ensuring that AHEAD policies
prioritize patient-centered care and address the root causes of healthcare crises.

Dr. John Chessare, CEO of GBMC proposed enhancing funding for provider organizations, particularly
Accountable Care Organizations (ACOs), to improve health outcomes, patient experience, and reduce
costs. He argued that while hospitals excel in acute care, they are not designed for population health
management. He advocated for increased resources for ACOs to drive better access and accountability,
especially for the growing population with chronic illnesses. He also suggested addressing the high bed-
per-thousand ratio in Baltimore City by reallocating resources to value-driven care.

Furthermore, Dr. Chessare highlighted the need for standardized processes in the transition from inpatient
to post-acute care, emphasizing the current lack of a unified system and the resulting inefficiencies. He
proposed creating standard work to reduce waste and improve patient flow. Finally, he addressed the
importance of palliative medicine, noting the disparity between patient preferences for end-of-life care



and the reality of hospital deaths. He pointed out Maryland's low hospice utilization and called for
improved palliative care access to alleviate suffering and honor patient preferences.

Dr. Dale Schumacher, MD, MPH, MEd, President of the Rockburn Institute recommended that the
HSCRC incorporate the CMS Medicare Spending per Beneficiary (MSPB) program data into its analysis.
He highlighted that MSPB, which tracks Medicare spending related to hospital stays, is available for all
states except Maryland due to its historical unique rate-setting approach. However, CMS policy changed
in 2018, allowing Maryland to participate.

Dr. Schumacher emphasized that MSPB provides valuable data, including hospital-level performance and
aggregate claims data, which could aid in identifying utilization trends and effective cost-saving efforts.
He pointed out that hospitals in neighboring states and even within Maryland's health systems (operating
in D.C.) already report MSPB results. He argued that implementing MSPB would be straightforward and
provide crucial external comparison data, addressing the Commission's need for additional utilization
insights, especially in light of issues like the recent surge policy. He deemed it a "low-hanging fruit"
opportunity to enhance the Commission's data analysis capabilities.

Mr. Tyler Blanchard, MBA, PMP, Market President of Aledade, presented via zoom, commended
Maryland's efforts in promoting value-based care and expressed excitement about the upcoming AHEAD
model. He highlighted the beneficial interoperability between AHEAD and the Medicare Shared Savings
Program (MSSP), noting that AHEAD's upfront funding addresses MSSP's delayed payment structure,
enabling primary care providers to invest in essential outreach and care coordination.

Mr. Blanchard applauded the inclusion of Medicaid in the multi-payer AHEAD model but emphasized
the need for better alignment in commercial value-based care programs. He pointed out the current
challenges faced by primary care providers due to varying quality measures, reporting processes, and
payment mechanisms across different payers. He also recommended shifting towards results-oriented
models, suggesting that the previous Maryland Primary Care Program (MDPCP) lacked sufficient
performance-based incentives. He advocated for a model that balances the upfront funding of AHEAD
with the strong outcome-driven incentives of MSSP.

Commissioner Joshi inquired of Dr. Chessare whether he proposed a strategy wherein a reduction in
hospital capacity within Baltimore would facilitate the reallocation of resultant cost savings towards the
implementation of novel payment models. Dr. Chessare agreed, and while acknowledging the inherent
organizational pride and advocacy of hospital leadership, he believed there is potential to optimize
hospital capacity. This could be achieved by strategically reducing certain capacity elements, while
simultaneously allowing the respective organizations to retain a portion of the resulting financial
resources. These funds could then be directed towards the establishment or enhancement of Accountable
Care Organizations (ACOs) strategically located to serve underserved neighborhoods within the city.

Vice Chairman Elliott asked whether the multi-specialty groups needing funding are independent
collaborative groups or those directly affiliated with hospital systems. Dr. Chessare explained that
Maryland's healthcare system, unlike the Midwest, primarily consists of hospital-affiliated physician
groups. He proposed leveraging these groups as ACOs, expanding their reach into underserved
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communities with primary care, and shifting their focus to proactive population health management. He
emphasized that provider-run organizations are crucial for achieving better healthcare outcomes, and that
improved chronic disease management is essential to reduce hospital overcrowding and improve end-of-
life care.

Chairman Sharfstein asked the panelists how important the ability is to implement these healthcare
innovations across all payers, as is uniquely possible in Maryland's system.

. Dr. Szanton believes the all-payer system is crucial for healthcare innovation, preventing "wrong
pocket" issues and allowing unique, collaborative opportunities that would be wasted otherwise.

« Dr. Chessare argues that an all-payer system is essential because providers resist treating patients
differently based on their insurance, and it helps unify care across academic and community
providers.

« Dr. Schumacher believes an all-payer system fosters unity by overcoming divisions between
different medical groups, enabling better collaboration and care.

«  Mr. Blanchard emphasized the need for an all-payer approach to standardize care management.
He pointed out that current care management practices vary significantly based on the payer, not
the patient's needs, leading to inconsistencies in programs, payment mechanisms, and staffing. He
believes standardizing these practices across all payers would significantly improve efficiency
and patient care.

The second panel consisted of Ms. Melony Griffith and Ms. Tequila Terry, both representing the
Maryland Hospital Association (MHA); Ms. Hannah Jacobs, representing Frederick Health; Dr. Sherry
Perkins, representing Luminis Health; and Dr. Steve Leonard, representing Tidal Health.

Dr. Steven Leonard, Ph.D., MBA, President and Chief Executive Officer of Tidal Health expressed
concerns about the AHEAD model's potential impact on rural healthcare access, particularly on
Maryland's Eastern Shore. He highlighted Tidal Health's significant growth and role as a tertiary referral
center serving a large, geographically dispersed population with high chronic disease rates. Despite Tidal
Health's efficiency and high performance across various metrics, they face challenges in physician
recruitment and struggle with the current model's lack of support for their Graduate Medical Education
(GME) programs.

Dr. Leonard emphasized the importance of GME programs in rural areas to address physician shortages
and ensure future access to care. He criticized the model's inequity, where efficient hospitals like Tidal
Health are not guaranteed funding for their GME investments, while less efficient hospitals may retain
higher revenues. He urged the HSCRC to prioritize GME policy and funding, advocating for resource
allocation that reflects population growth and supports unique rural tertiary centers. He called for a
narrowing of the funding gap between high and low-cost hospitals to ensure equitable access to care for
all Maryland residents.

Ms. Hannah Jacobs, Sr. Vice President and Chief Financial Officer of Frederick Health, emphasized

the challenges her organization faces due to rapid population growth and an aging demographic. She
argued that the current demographic adjustment policy does not adequately account for the increased

11



costs associated with this demographic shift, leading to financial strain. Ms. Jacobs also highlighted the
recent surge in patient volumes, significantly exceeding licensed bed capacity, and the rising costs of
subsidizing provider services, which have increased dramatically since pre-COVID levels.

These financial pressures have forced delays in crucial capital investments, impacting both acute and
ambulatory care access. While Frederick Health appreciates the recent Set Aside and RSV Surge funding,
Ms. Jacobs stressed that these pressures are not temporary and require permanent funding solutions to
ensure continued access to safe and necessary care in the county. She called for a continued partnership
with the HSCRC to refine policies, particularly regarding demographic adjustments and capital funding,
to better reflect the realities of growing communities.

Dr. Sherry Perkins, Ph.D., RN, FAAN, President of Luminis Health Anne Arundel Medical Center,
highlighted critical issues facing Maryland hospitals under the current healthcare model. She emphasized
the need for better alignment between policy and practice, arguing that hospitals like hers, which maintain
full access and handle high patient volumes, are being disproportionately harmed. The current policies,
focused on value-based outcomes and cost control, fail to recognize the realities of overcrowded
emergency rooms and limited resources, leading to patient delays and compromised care. Dr. Perkins
stressed that funding must follow care, and that a "one-size-fits-all" approach is unsustainable, as
hospitals operate with varying levels of access and service provision.

Dr. Perkins urged urgent action to address the financial strain on hospitals, stating that survival is a
prerequisite for thriving within the model. She pointed to suppressed rates and increased denials as major
obstacles, hindering investments in staffing, post-acute care, preventative programs, and even essential
medications. She called for adjustments to volume policies to ensure that hospitals with higher patient
loads receive adequate funding, and for a recognition that current financial pressures are undermining
access to care and the overall sustainability of the healthcare system in Maryland.

Ms. Melony Griffith, President and Chief Executive Officer of MHA expressed gratitude to the
HSCRC for their ongoing collaboration and for the recently adopted policy addressing the respiratory
surge. She acknowledged the significant challenges hospitals face due to increased RSV, influenza,
pneumonia, and COVID-19 cases, and emphasized the importance of the new funding. Ms. Griffith
highlighted the Maryland hospital system's success under previous models, generating $4.6 billion in
Medicare savings through high-quality, efficient care, reduced readmissions, and investments in
preventative care.

Ms. Griffith emphasized the opportunity to modernize policies to support the evolving needs of
Maryland's patient population. This includes ensuring hospitals can accommodate the growing, aging, and
increasingly complex patient population, modernize facilities, expand capacity, and recruit and retain
essential staff. She reiterated the hospital field's commitment to collaborating with the HSCRC and other
healthcare partners to innovate, lower costs, and improve quality.

Ms. Tequila Terry, Senior Vice President of Care Transformation and Finance of MHA, outlined

specific policy recommendations for the AHEAD model, focusing on three key areas: high-value care,
access to care, and the cost to hospitals to provide the care.
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For high-value care, Ms. Terry emphasized the need for workforce stability through improved
recruitment, retention, and reimbursement. She also called for enhanced data sharing, stronger
partnerships across the healthcare spectrum, and policies that address patient behavior and chronic disease
management. Regarding access to care, Ms. Terry stressed the importance of financially healthy hospitals,
advocating for revised volume policies, capital funding for maintenance and modernization, and broader
metrics for assessing hospital sustainability. She highlighted the need to account for the growing elderly
population and the impact of non-hospital care resources on hospital capacity.

Finally, related to hospital costs, Ms. Terry raised concerns about rising physician costs, urging HSCRC
to recognize these costs as essential expenses for hospitals under the AHEAD model. She expressed the
hospital field's commitment to collaborating with the HSCRC to modernize policies and achieve the
model's cost, quality, and health improvement goals.

Commissioner McCann noted that better data is needed on licensed, staffed, and occupied beds and asked
whether the hospital field would be amenable to report this information to the State. Additionally, given
the concerns that have been raised about the current state of hospitals, she asked panelists to weigh in on
their predictions for the future, either for their hospital or for the industry as a whole. Dr. Perkins stated
that if current financial challenges persist, hospitals may have to prioritize core mission services over
subsidized, non-essential community programs. This means potentially cutting beneficial community
services to ensure the survival of critical hospital functions, which is an undesirable but possible outcome.

Dr. Leonard emphasized the persistent rise in total healthcare costs, despite population health initiatives,
and stressed the critical need for accessible acute care, especially in rural areas like the Eastern Shore,
which experiences significant population fluctuations. He called for a state-level policy to support GME
and physician workforce development, highlighting the difficulties rural hospitals face with higher costs
and lower access compared to urban centers. Without a dedicated state policy, rural hospitals are forced to
navigate complex rate applications, hindering their ability to effectively address workforce shortages and
provide essential services. He argued that Maryland, with its all-payer system, should adopt a similar
approach to the federal government and other states to support GME and alleviate the unique challenges
faced by rural healthcare providers.

Chairman Sharfstein asked what other policy changes Maryland should consider to address the financial
challenges related to physician costs beyond providing more funding for physicians and GME. Are there
innovative or unconventional approaches that the Commission should explore? Ms. Terry proposed
adjusting the existing global budget system to include physician costs as a recognized and covered
expense. This would acknowledge the essential role physicians play in hospital operations and adapt to
the current reality where hospitals heavily rely on them for critical acute care services. Dr. Perkins
expressed strong support for collecting and analyzing data on hospital bed capacity (occupied, staffed,
licensed) to inform policy decisions. She also emphasized the importance of physician support, stating her
willingness to share physician expense data, and highlighted that having adequate physician coverage is
crucial for hospital operations and population health investments.

Commissioner Johnson asked how Maryland’s regulated hospital margins compare to the national
average. Dr. Leonard contends that focusing solely on regulated margins is outdated and misleading, as it
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doesn't reflect the reality of hospitals employing physicians and ignores crucial financial metrics like
retained revenue and capacity. He advocates for a holistic financial assessment and better resource
alignment based on population needs, rather than relying on a single, isolated metric. Ms. Jacobs
highlighted the challenge of balancing contracted physician services, like anesthesia, with hospital costs
and community access. She emphasizes that hospitals must meet the financial demands of these
contracted groups to maintain essential services like surgery, but that there needs to be a balance, and that
this is both a financial and policy issue that needs to be addressed.

Chairman Sharfstein acknowledged that the challenges discussed are both financial and policy-related and
emphasized the need to develop solutions that address both aspects. Dr. Perkins reinforced the need for a
shift in how hospital financial performance is evaluated, moving beyond the traditional regulated/non-
regulated margin approach. She advocated for a more comprehensive assessment, recognizing that the
current system disproportionately harms some hospitals, leading to safety and access issues. She
acknowledged the hospitals don't have all the solutions but stressed the urgent need for a different
approach.

Commissioner Johnson asked how the Commission should determine and allocate physician costs
between in-hospital and out-of-hospital services, especially within unregulated areas. Dr. Leonard
explained that some physician services, like anesthesia, are clearly in-hospitals ("black and white"), while
others, such as primary care and certain specialties, exist in a "gray area" where in-hospital versus out-of-
hospital usage is less distinct. He emphasized that these gray areas necessitate further discussion to
appropriately allocate physician costs, with tertiary facilities having more gray areas than other facilities.

Dr. Chessare asserted that the current efficiency calculation policy unfairly penalizes hospitals for
including essential physician costs, labeling them "inefficient," and calls for policy adjustments.
Chairman Sharfstein noted the unregulated nature of physician professional fees and the need to explore
diverse regulatory solutions to address the financial and policy challenges.

The third panel consisted of Dr. Hakan Koymen, Dr. Brent Berger, MCMS, Dr. Padmini Ranasinghe,
MedChi and Mr. Arin Foreman, CareFirst.

Dr. Hakan Koymen, DDS, MS, Board Certified Pediatric Dentist, highlighted the severe and often
overlooked public health crisis of dental decay in children, emphasizing that it is the most common
chronic childhood disease, far surpassing asthma in prevalence. Dr. Koymen explained that while many
children can be treated in traditional dental settings, a significant number, particularly those with complex
medical or behavioral needs, require general anesthesia in a hospital operating room. He expressed
concern over long wait times and access barriers that delay necessary treatment, impacting overall health
and even interfering with critical medical procedures. He argued that timely hospital-based dental care not
only alleviates immediate suffering but also yields long-term benefits, improving sleep, behavior, and
academic performance, while reducing emergency department visits and healthcare costs.

Dr. Koymen advocated for the inclusion of pediatric dentistry within the AHEAD model and address

payment system issues that currently hinder access to hospital operating rooms for dental rehabilitation.
He proposed a partnership between hospitals and pediatric dentists to create a comprehensive care model,
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emphasizing the transformative impact of timely dental treatment on children's overall well-being. He
stressed that prioritizing pediatric dental care aligns with the AHEAD model's goals of improving health
outcomes, reducing costs, optimizing resource utilization, and addressing health disparities.

Dr. Brent Berger, MD, President of the Montgomery County Medical Society, expressed concerns
about the impact of cost containment efforts on healthcare quality and access in Maryland. He fears the
AHEAD model will exacerbate these issues, highlighting two primary threats: inadequate community-
based primary and behavioral physician care, and reduced access to innovative hospital care due to cost
containment. He emphasized the lack of a coordinated effort to address these deficiencies, particularly the
shortage of primary and specialty care physicians, which leads to increased emergency room visits and
hospitalizations.

Dr. Berger pointed to Maryland's challenging private payer environment, dominated by CareFirst, as a
significant driver of physician shortages. He cited low commercial insurance payments, burdensome prior
authorizations, and recruitment difficulties as factors contributing to Maryland's reputation as a difficult
state to practice medicine. He argued that expanding the scope of practice for advanced practice
professionals is not the solution and instead recommended greater collaboration and financial support
between hospitals and community physicians to enhance care transitions and population health.

Finally, Dr. Berger raised concerns about reduced access to innovative hospital care, citing delays in
diagnostic testing, surgical procedures, and emergency care due to staffing shortages and cost
containment. He emphasized the disparity between access to care in Maryland and neighboring states,
particularly for Medicaid patients. He urged the HSCRC to take urgent action to address these issues,
emphasizing that Marylanders deserve high-quality, accessible care.

Dr. Padmini Ranasinghe, MD, President of MedChi, the Maryland State Medical Society, focused
on ensuring the AHEAD model effectively supports physicians and maintains quality care. She
emphasized the need for an improved volume policy that doesn't penalize necessary patient volume
increases, particularly in primary and specialty care. She advocated for a savings attribution model that
rewards high-value care across all settings, and for standards requiring specialty physician availability in
emergency rooms. Furthermore, she called for increased oversight through a transparent appeals process
and transparency in value-based models, ensuring all practitioners have access to financial information.

Dr. Ranasinghe also stressed the importance of fair and transparent payment flows, suggesting the state
should set annually adjusted rates to compensate physicians adequately. Recognizing the complexity of
the healthcare system, she reiterated MedChi's commitment to collaborating with the HSCRC to refine the
AHEAD model. She underscored MedChi's dedication to advocating critical issues and working towards
shared goals of improving health equity and quality of care for all Marylanders.

Mr. Arin Foreman, Vice President and Deputy Chief of Staff for CareFirst BlueCross BlueShield,
began by acknowledging the session's focus on improvement, emphasizing strong support for the current
healthcare model, which CareFirst believe drives value through access preservation, cost control, and
quality improvement. He appreciated the opportunity to provide feedback and highlighted the importance
of addressing unintended consequences within the Model.
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Mr. Foreman identified Medicare Advantage as a key area for improvement in Maryland. He pointed out
that the current model inhibits the growth of Medicare Advantage, resulting in higher cost-sharing and
fewer supplemental benefits for Maryland seniors compared to national trends. He urged the HSCRC to
prioritize fixing this issue in the AHEAD model, suggesting that with appropriate incentives, Medicare
Advantage plans could effectively deploy population health interventions to support the model's
objectives.

Furthermore, Mr. Foreman advocated for the implementation of access standards within global budgets to
ensure appropriate access and utilization reductions. He also recommended embracing value-based care
across payers and facility types to improve throughput and optimize bed capacity. Addressing the issue of
physician costs, he stated that while CareFirst understands the seriousness of this issue faced by hospitals,
CareFirst does not believe global budget funding for these costs is appropriate or within the HSCRC's
statutory authority, citing benchmarking data that suggests Maryland's physician reimbursement is
already on par with national averages.

Commissioner Sabi highlighted the shift in physician practice dynamics, where specialists now generate
sufficient revenue outpatient, reducing their need for hospital-based revenue, which impacts hospital
efficiency and length of stays. She emphasized the need to re-evaluate the role of physicians in hospitals
and the total cost of care, considering the delays caused by specialist availability. She proposed exploring
models like shared services or pooled physician groups to ensure both patient care sustainability and
physician practice viability.

Dr. Ranasinghe agreed with Commissioner Sabi, acknowledging the national trend of physicians moving
towards outpatient practice. She raised concerns about hospital-based procedures becoming less viable,
potentially driving physicians to practice in neighboring states due to hospitals' cost-containment efforts.
She emphasized the importance of finding a balance and called for a nuanced approach to address these
complex issues.

Vice Chairman Elliott noted the significant financial pressures facing hospitals and providers, and the
potential impact of pre-authorization and payment processes. Dr. Elliott asked whether CareFirst
considered any modifications to their pre-authorization and payment practices to contribute to the success
of the new AHEAD model. Mr. Foreman stated CareFirst is considering changes to pre-authorization and
payment processes, with the direction dependent on policy decisions, and believes they can help address
throughput issues by leveraging their interactions with various providers. He indicated a willingness to
collaborate and assist, though he did not commit to specific changes.

Chairman Sharfstein asked Dr. Koymen if he had a sense of the volume of inpatient surgeries that are
needed for pediatric dentistry in the State of Maryland within a year. Dr. Koymen stated he couldn't give

a precise number but estimated it would be "several thousand" cases per year.

No action was taken on this agenda item.
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ITEM X
HEARING AND MEETING SCHEDULE

April 9, 2025, Time to be determined
4160 Patterson Ave.
HSCRC Conference Room

There being no further business, the meeting was adjourned at 4:37 p.m.
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Closed Session Minutes
of the
Health Services Cost Review Commission

March 12, 2025

Chairman Sharfstein stated the reasons for Commissioners to move into
administrative session, under the Authority provided by the General Provisions
Article §3-103 and §3-104 for the purposes of discussing the administration of the
Model, the FY2025 Hospital unaudited financial performance and the Deregulation
Oversight Activities.

Upon motion made in public session, Chairman Sharfstein called for adjournment
into closed session:

The Administrative Session was called to order by motion at 12:05 p.m.

In addition to Chairman Sharfstein, Commissioners Elliott, Johnson, Joshi,
McCann and Sabi were in attendance.

Staff members in attendance were Jerry Schmith, William Henderson, Allen Pack,
Geoff Dougherty, Claudine Williams, Cait Cooksey, Christa Speicher, Megan
Renfrew, Erin Schurmann, and William Hoff.

Joining by Zoom: Jon Kromm and Alyson Schuster.

Also attending were Assistant Attorney General Stan Lustman, and Ari Elbaum,
Commission Counsel.

Item I
Mr. William Henderson, Principal Deputy Director, Medical Economics and Data
Analytics, updated the Commission, and the Commission discussed the TCOC
model monitoring.

Item II
Mr. Henderson also updated the Commission, and the Commission discussed the
FY2025 Hospital Unaudited Financial Performance.

Item III
Ms. Claudine Williams, Principal Deputy Director, Healthcare Data Management
and Integrity, updated the Commission, and the Commission discussed staff
internal processes to respond to complaints regarding access to needed services.



The Closed Session was adjourned at 12:55 p.m.
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DETERMINATION *  COMMISSION

UNIVERSITY OF MARYLAND MEDICAL *  DOCKET: 2025
CENTER *  FOLIO: 2480
BALTIMORE, MARYLAND * PROCEEDING: 2670A

. INTRODUCTION

On February 27, 2025, University of Maryland Medical Center (“Hospital”) filed a renewal
application for an alternative method of rate determination, pursuant to COMAR 10.37.10.06. The Hospital
is requesting approval to continue to participate in a global price arrangement with Cigna Health
Corporation for solid organ and blood and bone marrow transplants. The Hospital requests that the

Commission approve the arrangement for one year beginning April 1, 2025.

Il. OVERVIEW OF APPLICATION

The contract will continue to be held and administered by University of Maryland Faculty
Physicians, Inc. (“FPI”), which is a subsidiary of the University of Maryland Medical System. FPI will
continue to manage all financial transactions related to the global price contract including payments to the

Hospitals and bear all risk relating to regulated services associated with the contract.

lll. FEE DEVELOPMENT

The hospital portion of the updated global rates was developed by calculating mean historical
charges for patients receiving the procedures for which global rates are to be paid. The remainder of the
global rate is comprised of physician service costs. Additional per diem payments were calculated for cases

that exceed a specific length of stay outlier threshold.

IV. IDENTIFICATION AND ASSESSMENT OF RISK

The Hospital will continue to submit bills to FPI for all contracted and covered services. FPI is
responsible for billing the payer, collecting payments, disbursing payments to the Hospital at its full HSCRC
approved rates, and reimbursing the physicians. The Hospital contends that the arrangement between FPI
and the Hospital holds the Hospital harmless from any shortfalls in payment from the global price contract.
FPI maintains it has been active in similar types of fixed fee contracts for several years, and that FPI is

adequately capitalized to bear risk of potential losses.
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V. STAFF EVALUATION

Staff found that the experience under the arrangement for the last year has been favorable. Staff

believes that the Hospital can continue to achieve a favorable performance.

VI. STAFF RECOMMENDATION

The staff recommends that the Commission approve the Hospital's application for an alternative
method of rate determination with Cigna Health Corporation. for solid organ transplant and blood and bone
marrow transplants for one-year beginning April 1, 2025. The Hospital must file a renewal application

annually for continued participation.

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 Hospital for the approved contract. This document would formalize the
understanding between the Commission and the Hospital 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.
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TREATMENT WITH LIFE-SAVING METHADONE CURRENTLY RELIES ON

ABILITY TO REACH SOMEONE ON THE PHONE

Opioid Withdrawal Over Time

Withdrawal
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1. Nolan NS et al. 2021 2. Rosenthal ES et al 2023 3. Santos CJ et al. 2021 4. Lewer D et al 2020 5. Brothers TD et al. 2022 6.
Barocas JA et al. 2021 7. Manhapra A et al. 2017 8 McAuley A et al 2023 9. Schoenfeld EM et al 2020.

Methadone and buprenorphine, FDA-
approved medications for OUD (MOUD),
reduce patient-directed discharge,*
rehospitalization>®, and mortality’

These medications provide similar reduction
in one-year all-cause -mortality for patients
with OUD as aspirin after myocardial
infarction®?

In Maryland, patients transitioning between
healthcare settings face delays in receiving
methadone which is not currently available
in the PDMP

Busy clinicians in the ED must reach another
provider from opioid treatment program on
the phone to confirm medication
maintenance therapy, this is very difficult on
weekends, after hours

If unable to confirm, the dosage is often
capped at 40mg/day (common therapeutic
dose is ~100mg/day)

Delays and stigma in OUD care increase the
likelihood of suboptimal medical outcomes
and self-discharge from treatment settings
(rates are in the 15-20% range)



DATA FLOWS TO ESTABLISH INTEROPERABILITY

Methasoft == V %ﬁﬁ%%r%

Hospital

MRFACH — g@CRISP ™"

Health Services Chesapeake Regional Information
System for our Patients

Methasoft data will integrate into Netsmart CareConnect
which is an integration engine that empowers
organizations to connect with other providers across all
care settings enabling the ability to share data across
Health Information Exchanges (HIEs) like CRISP

REACH Health Services utilizes Methasoft as its
electronic health records. This system is used by
most of the opioid treatment programs in
Maryland

Once data is integrated into CRISP, bidirectional
information exchange between REACH and hospital
systems will be possible




PROJECT FINANCING

 Ateam led by REACH Health Services submitted its plan to pilot integration of methadone data
into CRISP to the Maryland Office of Overdose Response for funding in FY26. Funding is to

support the costs associated with data integration of Methasoft into Netalytics CareConnect
system

» Total project costs total $160,779 inclusive of data integration development, programmatic
support, and approximately $12,500 in annual operating costs for continuous data integration

* Projected MOOR grant award date is May 2025 with project implementation timeline from July
2025 to June 2026. We provided letter of support from CRISP, HSCRC innovation award letter
and scope of work from Netalytics (owner of Methasoft).



PROJECT
@ SINAT HOSPITAL MPLEMENTATION AND

A LifeBridge Health Center

FUTURE DIRECTIONS

@FFP“H *  Successful completion of REACH data integration into CRISP will
serve as a model for broader integration of system OTP data.

f
*’Lb * Baltimore hospital systems are the next most logical entities to
JOHNS HOPKINS complete data integration

M

* 5 OTPs have close affiliations with Baltimore hospitals and
associated health systems:

*  University of Maryland: CAM, 1001 W Pratt St Clinic
W * Johns Hopkins: Johns Hopkins Hospital, Johns
' Hopkins Bayview Medical Center, ATS, Broadway
Center
* Sinai Hospital: SHARP

* Baltimore City Opioid Restitution Fund could help support
additional data operations costs

* Additional OTPs can be encouraged to share data via Maryland
Association for the Treatment of Opioid Dependence (MATOD)
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Asthma: An Opportunity to Improve

Health Outcomes

ﬁsthma-driven Health Outcomes\

* Leading cause of pediatric ED visits

calls and EMS transports from schools

L

* Leading cause of pediatric hospitalizations

* Respiratory distress the leading cause of 911
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Outcomes




Asthma: An Opportunity to Improve
Educational Outcomes

Educational
.Outcomes

»

*Leading cause of health-related school absences
- miss average 9 days/year

/ Asthma-driven Educational
Outcomes

*Risk for poor school performance due to
inability to participate fully & missed class time

*Higher risk for chronic absenteeism




Asthma: A Unique Opportunity to Improve
Health and Educational Outcomes

—

Health Outcomes

* Improved asthma control

leads to improved
educational attainment
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Health
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Educational Outcomes

*Higher educational
attainment leads to better
health throughout life
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Asthma in Maryland

Emergency Department (ED) Visits for Asthma
Age-adjusted rate per 10,000 population (2021)

On average in Maryland,
2-3 children in a classroom of
30 will have asthma.

Five-Year Rate per 1,000 Population
o o

Sources: MDH Environmental Public Health Tracking; Classroom figure courtesy of Dr. Lynn Gerald
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Asthma in Baltimore City

Rate of Youth Asthma-related ED
visits per 1,000 — Baltimore City
¢ .
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Sources: MDH Environmental Public Health Tracking; Classroom figure courtesy of Dr. Lynn Gerald
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How do schools know if a child has asthma @

and emergency plan?

ASTHMA ACTION PLAN

Take this ASTHMA ACTION PLAN with you when you visit your doctor

N —

NAME DOCTOR’'S CONTACT DETAILS EMERGENCY CONTACT DETAILS
DATE Name

NEXT ASTHMA CHECK-UP DUE Phone
Relationship

WHEN WE Asthma control (almost no symptoms| ALWAYS CARRY YOUR RELIEVER WITH YOU

Your preventer is: OTHER INSTRUCTIONS.

Take pulis/lablets times every day
0Use & spacer with yeur inhaler

Your reliever is:

Take putts

When: You have symptoms like wheezing, coughing or shortness of breath
0/Use 8 spocer mith your inhaler

Keep taking proventar:

[ contact your dector
Take puts/tablets. timas every day

Ouse

wath yeur inhaler
Your reliever is:

Take putfs

10 Use 5 zpocer mith your inhsler

seve liever again within 3 hours, increasing difficulty breathing,
waking often at night with asthma symptoms|

IF SYMPTOMS GET WOR!

Keep taking preventer:

OTHER INSTRUCTIONS [ED contact your doctor taday
Take putls/lablets. times every day s medscinas, jung o

Prednisclane/prednisene.
0 Use & spocer with yout inhaler Take each morning for days

Your reliever is:

Take putts

D Use 5 spacer with your inhsler
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How do schools know if a child has asthma &) /01N HOPKINS
~ and what emergency plan is?




How do schools know if a child has asthma &) JOUNS HOPKINS
and emergency plan?




How do schools know if a child has asthma &) /01N HOPKINS
and emergency plan? NOT SO SIMPLE




How do schools know if a child has asthma &) /01N HOPKINS
and emergency plan? NOT SO SIMPLE
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Community Asthma
Programs (CAP)



Current
Asthma Action Plan

T 2k uuﬁo oo
Prog?::::l (aCAP)
Paper-based Hard to update

High caregiver burden Moderate clinician time burden

1
)Y

Used by schools and families

CRISP-based
Asthma Action Plan

Stock
Albuterol

Electronic-based Easily updated

Low caregiver burden Low clinician time burden

Used by schools, families, and across the
health system







HB 86
Department of Legislative Services
Maryland General Assembly
2024 Session

FISCAL AND POLICY NOTE

Enrolled - Revised
House Bill 86 (Delegate Boyce, ef al.)

Ways and Means Education, Energy, and the Environment
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Public and Nonpublic Schools - Bronchodilators - Use, Availability, Training,
and Policies

Mild/Moderate 2"

Respiratory Distress

Algorithm for Stock Bronchodilator Use in K-12 Students

Maryland | stare pepartmenT o epucation

Use this algorithm if a student does not have an asthma action plan by their health care provider and
appears to be having mild te moderate respiratory distress.

Mild/moderate symptoms of respiratory distress may
include one or more of the following:

+ Fast, shallow breathing

+ Breathing hard, shortness of breath

« Repeated coughing or clearing of throat

+ Wheezing, which may sound like whistling or squeaking in chest

+ Chest tightness or pain

« May have difficulty speaking in full sentences

MILD/MODERATE

Based on symptomns, determine that respiratory distress appears to be
accurring. Act quickly as it is safer to give albuterol than to delay treatment.

Call For Help If Needed:

i

Administer 4 puffs of albuterol MDI with a spacer,
each 30-60 seconds between puffs.

‘

No Improvement in 15-20 minutes Improvement

Repeat four puffs of albuterol

If student’s breathing returns to
MDI with a spacer, each 30-60 normal no tightness in chest, no o
seconds between puffs, ==} shortness of breath, and student

can walk and talk easily}, the
student may return to class at
‘ the discretion of the school
nurse and with parent/guardian
notification.
— oC
]

Albuterol
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CRISP-based for Asthma ActionPlan ~ — "~
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COSTS

=i CRISP
Design time
Implementation time
~~ N Clinician Education
School Health
= Ambulatory
Hospital-based

|
|
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|

COST SAVINGS

Health System
$ asthma ED visits
$ asthma hospitalizations

—a| School System
|ﬂﬁﬁ ¥ school days missed for asthma
4 academic achievement

Clinicians (Ambulatory & Hospital-based)
$ time completing forms
¥ time for care coordination

o¢ |Families
i § time getting paperwork completed

3§ days missed of work due to
child’s asthma exacerbation
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CRISP-based Asthma Action Plan

COST SAVINGS

Health System
¥ asthma ED visits
$ asthma hospitalizations

COSTS

=i CRISP
Design time
Implementation time

<~ Clinician Education
School Health
= Ambulatory

Hospital-based

ALIGNS WITH STATE GOALS

O | Maryland Statewide Integrated Health
Improvement Strategy (SIHIS) Goal
* decreasing childhood (age 2-17 years)
asthma related ED visits between 2018
and 2026 by 42% for all children and by

50% for Black children

N
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COSTS

F CRISP
Design time
Implementation time
~~ N Clinician Education
School Health
= Ambulatory
Hospital-based

NI

COST SAVINGS

Health System
¥ asthma ED visits
¥ asthma hospitalizations

> ALIGNS WITH STATE GOALS
1o Maryland Statewide Integrated Health

Improvement Strategy (SIHIS) Goal

IMPROVED CARE COORDINATION

* CRISP infrastructure could be used
for other vital school & clinician

coordination
 Mental health plans

 |EPs, 504 plans
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Update on Medicare FFS Data & Analysis

April 2025 Update
Data through December 2024, Claims paid through February 2025

Data contained in this presentation represent analyses prepared by HSCRC staff based on data summaries provided by the
Federal Government. The intent is to provide early indications of the spending trends in Maryland for Medicare FFS patients,
relative to national trends. HSCRC staff has added some projections to the summaries. This data has not yet been audited
or verified. Claims lag times may change, making the comparisons inaccurate. ICD-10 implementation and EMR conversion
could have an impact on claims lags. These analyses should be used with caution and do not represent official guidance on
performance or spending trends. These analyses may not be quoted until public release.
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I \edicare Non-Hospital Spending per Capita
Actual Growth Trend (CY month vs. Prior CY month)
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I \edicare Hospital and Non-Hospital Payments per Capita
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I \edicare Total Cost of Care Spending per Capita
Actual Growth Trend (CY month vs. Prior CY month)
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I \edicare Total Cost of Care Payments per Capita
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I \aryland Medicare Hospital & Non-Hospital Growth
CYTD through December 2024
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Legislative Update
HSCRC April 2025 Commission Meeting

April 9, 2025




B Overview

- Legislative Process after Session
- Bill Status

- |nterim Tasks

AW maryland

k9 healthservices @ 2

cost review commission

Information is accurate as of Sunday, March 9, 2025.



I | cgislative Process after Session

Bills that pass the General Assembly Bills that pass the General Assembly do
become law if: not become law if the Governor vetoes the
bill.
« The Governor signs the bill.
» The General Assembly may override
* The Governor does not sign the bill vetoes in the next legislative session
within 30 days of receiving the bill (for with a three-fifths vote, if that session is
bills presented after the session) not the first year in a legislative term.
July 1 October 1°
« Sine Die  Signing  Earliest - Effective date » Usual effective
« Signing Ceremonies effective date for budget, date
Ceremonies - May 27- Last (except for revenue, and
- April 27- day for emergency tax bills
Deadline for Governor to Sil)
presentment of ~ Sign or veto
bills to the bills
Governor

maryland
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I Bills that Passed the General Assembly

Budget Bill & Budget Reconciliation and
Financing Act (Conference Committee)

AHEAD - Electronic Health Care
Transactions and Population Health
Improvement Fund

HSCRC User Fee Assessment — Sunset
on Formula

Maternal and Child Health Population
Health Improvement Fund Sunset

Community Benefits & Community Health
Worker Workforce Program

Hospital Financial Assistance and Debt
Collection Policies

Hospitals - Sale of Patient Debt to
Government Entities and Nonprofits

Consumer Protection - Credit Reporting -
Medical Debt (Fair Medical Debt
Reporting Act)

Maryland Health Insurance Coverage
Protection Commission

Workgroup to Study the Rise in Adverse
Decisions in State Health Care System

4 maryland

k9 health services
W cost revies i
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I Interim Tasks: Fees, Budgets, Funds, & Assessments

User Fee
Assessment <

/"

Cap

-
Budget Bill {
/"

Budget
Reconciliation <
and

Financing Act

* Low Level of Effort — Calculating and collecting this
assessment is routine.

* Low Level of Effort — Managing to our appropriation is
routine.

 Low Level of Effort

* Fund Medicaid Primary Care Fund, using funds from
the previously approved $31 M savings in the MPA.

* Increase the Medicaid Deficit Assessment by $50
million in FY 25 and $100 M in FY 26.

* Reduces the Maternal and Child Health Population
Improvement Fund by $13.1M in FY 26.

SLreview commission



I Interim Tasks: Budget, Funds, & Assessments (continued)

/"

Maternal and Child < * Low Level of Effort — Transfer funds when MDH requests
Health Fund reimbursement for approved activities.

A4

 Low Level of Effort — Collect HSCRC-Approved
assessments and determine whether to approve any
future assessments

AHEAD Model <
Implementation

N

* Medium Level of Effort

« Report on Medicare Advantage, due 10/1/25. $250K of
our budget is contingent on submitting this report.

» Report on Hospital Apprenticeships, due 12/1/25
» Subject to change

Joint Chairman’s <
Report

maryland
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I (nterim Tasks: Consumer Protection and Community Benefits

Financial
Assistance, Medical
Debt, Sale of Debt,
Etc.

Benefits and

Community Health <

Worker Partnerships

/‘

N/

* Medium Level of Effort

» Updates to regulations, including stakeholder workgroups,
presentations to the Commission, & public comment periods.

» Develop guidance for industry
« Update audit procedures

« Update program documents, including the uniform financial
assistance application.

* Review data collection to determine if updates are needed.

* Low Level of Effort: Update annual community benefit
reporting instructions

maryland

ic§ health services
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I Interim Tasks: Insurance-Related Workgroups

Maryland Health  Medium Level of Effort

Insurance Coverage < « Executive Director or Designee is a Commission Member
Protection

Commission* o Staff will likely support presentations, data analysis, and

modeling related to the Model for the Commission

N

* Medium Level of Effort
Workgroup to Study
the Rise in Adverse < * Executive Director or Designee is a Commission Member
Decisions + HSCRC & MIA will staff the workgroup.

maryland
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I Other Interim Tasks

Develop HSCRC
legislation for 2026

Submit Additional
Reports

Additional Legislative Reports Due
(Pre-2025 legislation)

1st ED Wait Time Commission Report
2nd Facility Fee Study Report
HSCRC Annual Report

UMMS Corporation Board of Directors
Financial Disclosure

Hospital-Based, Rate Regulated Outpatient
Services Report (related to facility fees)

Financial Assistance & Medical Debt Data
Report

Community Benefits Report

maryland
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B Questions?

Janice Lepore, Chief of Policy and Government Affairs
Janice.lepore1@maryland.gov

Megan Renfrew, Deputy Director, Policy & Consumer Protection
Megan.renfrew1@maryland.gov

maryland
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Final RY 2027
Maryland Hospital Acquired Conditions Policy

April 9, 2025

HSCRC Quality Team




I Overview of MHAC Policy

MHAC is one of several quality pay-for-performance initiatives that provide incentives for hospitals
to improve and maintain high-quality patient care and value over time.

Policy holds 2 percent of hospital revenue at-risk for hospital acquired complications that occur
during a hospital stay, as a result of treatment, rather than the underlying progression of disease.

o Examples: sepsis, pulmonary embolisms, surgical-site infections

MHAC policy currently evaluates hospitals on a subset of the Solventum (formerly 3M) Potentially
Preventable Complication (PPC) measures (15 of 59).

o The PPCs included in the payment policy were originally selected by a workgroup of clinical
and measurement experts. Criteria for inclusion included:

m Clinically significant to patients, clinically actionable, high rates or volume, significant
variation across hospitals, most hospitals eligible for the PPC, and acceptable levels of
reliability and validity.

maryland
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B 2024-2025 Development Work: PPC Composite

e Various stakeholders have raised concerns about the small cell size approach used in the current
MHAC policy to determine whether a hospital should be assessed on a PPC.

o The current MHAC program requires that a hospital have 2 expected PPCs and 20 admissions
at-risk for a PPC.

e To address this concern, stakeholders were supportive of testing new methods to address potential
unintended consequences of the current methodology, including:

o Low Content Validity - the degree to which a measure captures the concept it is intended to
measure

o Low Reliability - the degree to whether the measure captures meaningful variation on hospital
complications (signal) relative to random variation or error that can mask the signal (noise).

e New PPC Composite method has much higher reliability and higher content validity because it
includes all PPCs for which a hospital has at-risk patients, weighted by hospital specific expected
PPCs (i.e., volume weight)

o The addition of volume weighting allows inclusion of low volume PPCs but places greater
emphasis on a hospital’s greatest areas of opportunity

maryland
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I First Evaluation Criteria: Content Validity

# Avg. # PPCs Evaluated
Hospital Category* Hospitals
Current Composite
Method
Small Hospitals S 3.6 13.2
Medium 15 11.0 14.5
Hospitals
21 13.8 15

Large Hospitals

*Hospital category definitions are based on FY 2024 data. Small
hospitals had less than 21,500 at-risk discharges or 22 expected
PPCs; medium hospitals had between 60,000 and 150,000 at-risk
discharges; large hospitals had greater than 150,000 at-risk

discharges.

PPC Composite significantly
improves Content Validity by
increasing number of PPCs on which
Hospitals are assessed/scored

Improvement in Content Validity
occurs across all sized hospitals

Given clinical significance of each
PPC measure, the staff believes the
increased Content Validity is
important and is most fairly achieved
through use of volume weighted
composite.
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I Sccond Evaluation Criteria: Signal-to-Noise Reliability

Composite Methodology significantly improves
reliability

o Score of 1.00 indicates a perfect signal of
hospital performance without noise (i.e.,
perfect reliability)

o Score of 0 indicates no signal of hospital
performance and all noise (i.e., worst
reliability).

o  Staff considers reliability above 0.50 to be
acceptable

Put another way:

o On average, measure results are unreliable
61% under the current methodology

o On average measure results are unreliable
24% of the time under Composite Option 1.

Performance Current Composite
Period Methodology* Option 1
FY 24 0.24 0.61
FY 23 0.38 0.81
FY 22 0.50 0.81
FY 21 0.42 0.80

Average 0.39 0.76
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Il Stakeholders Feedback on Composite Methodology

Composite
Stakeholder Support?
Garrett or hybrid
JHHS X
Medstar
MHA hybrid or
w/additional
analyses to
UMMS address AMC
concerns

Staff Response:

e  Staff concurs with support for composite and do not recommend hybrid
approach or delay in implementation.

e  Staff will continue to work with AMCs to assess specific concerns related to
the unique procedures and higher severity patients they serve and how
performance in benchmarked.

o  Staff believes that unique procedures done at AMCs should be
assessed for safety concerns deemed potentially preventable.

o Using the diagnosis and severity of iliness PPC rates in the base period
to set norms should be sufficiently granular to account for higher
severity patients at AMCs.

e Hospitals that perform worse than expected (i.e., O/E Ratio >1) have declined
in performance and/or perform worse than other hospitals for patients with
similar diagnoses and severity of illness.

e Hospitals should continue to raise clinical concerns about whether a
complication is truly preventable for specific types of patients or procedures.
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s RY 2027 Final Recommendations for MHAC Program

1.

Use 3M Potentially Preventable Complications (PPCs) to assess hospital acquired complications.

a. Maintain a focused list of PPCs in the payment program that are clinically recommended and
that generally have higher statewide rates and variation across hospitals.

b. Assess monitoring PPCs based on clinical recommendations, statistical characteristics, and
recent trends to prioritize those for future consideration for updating the measures in the
payment program.

c. Engage hospitals on specific PPC increases to understand trends and discuss potential
quality concerns.

Assess performance using more than one year of data for small hospitals (i.e., less than 21,500 at-
risk discharges and/or 22 expected PPCs). The performance period for small hospitals will be CYs
2024 and 2025.

Assess hospital performance based on statewide attainment standards.

Score hospital performance on a PPC composite that includes all payment PPCs weighted by
hospital specific expected volume and Solventum (3M) cost weights as a proxy for patient harm.

maryland

health services

cost review commission



B RY 2027 Final Recommendations for MHAC Program

5. Maintain a prospective revenue adjustment scale with a maximum penalty at 2 percent and
maximum reward at 2 percent:

a. Use a continuous linear scale that ranges from 0 to 100 percent without a hold harmless
zone.

b. Establish the cut point for penalties and rewards as the average hospital MHAC score as
determined through prospective modeling.

c. Retrospectively assess the average hospital MHAC scores and propose to the
Commissioners that the cutpoint be modified if the actual average score is more than +/-
10 percent different from the prospectively modeled average MHAC score.

6. Going forward, consider other candidate measures/measure sets that may be important for
assessing hospital avoidable, harmful complications and appropriate for use in the program, e.g.,
digitally specified measures.
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I Rationale for weighting by expected PPCs

Pct. of Pct. of Expected

At-risk Expected expected 3M Cost PPCs *3M Cost
discharges PPCs PPCs Weight Weight

4  Acute Pulmonary Edema and Respiratory 4 555 7.3 6.5%  1.16 0.0754
Failure with Ventilation
67 Combined Pneumonia (PPC 5 and 6) 11,856 13.8 12.3% 1.17 0.1439
28 In-Hospital Trauma and Fractures 20,270 54 4.8% 0.45 0.0216
42 Accidental Puncture/Laceration during Invasive 20,294 10.2 9.1% 0.50 0.0455
Procedure

3M cost weights measure the marginal cost (proxy for harm) of an observed PPCs.
 The expected harm of a PPC measure is the measure’s 3M Cost Weight*Expected PPCs.
« Sensible for PPC measures with higher expected harm to have a higher weight in hospitals’ MHAC scores.

* Inthis example, PPC 67 has a similar 3M Cost Weight as PPC 4 but roughly twice as many expected
PPCs. Thus, it makes sense for PPC 67’s weight to be roughly twice PPC 4’s weight in MHAC composite
calculations. The logic is the same for PPC 28 versus PPC 42.
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Final Recommendation for the

Maryland Hospital Acquired Conditions
Program for Rate Year 2027

April 9, 2025

This document contains staff final recommendations for the RY 2027 Maryland Hospital Acquired Conditions

Program.
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List of Abbreviations
AHRQ Agency for Health Care Research and Quality
APR-DRG All Patients Refined Diagnosis Related Groups

CMS Centers for Medicare & Medicaid Services
CY Calendar Year

DRG Diagnosis-Related Group

FFY Federal Fiscal Year

FY State Fiscal Year

HAC Hospital-Acquired Condition

HAI Hospital Associated Infection

HSCRC Health Services Cost Review Commission
ICD International Statistical Classification of Diseases and Related Health Problems
MHAC Maryland Hospital-Acquired Condition
NHSN National Healthcare Safety Network

NQF National Quality Forum

PMWG Performance Measurement Work Group
POA Present on Admission

PPC Potentially Preventable Complication

PSI Patient Safety Indicator

QBR Quality-Based Reimbursement

RY Rate Year

SIR Standardized Infection Ratio

SOl Severity of lliness

TCOC Total Cost of Care

VBP Value-Based Purchasing

YTD Year to Date
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Key Methodology Concepts and Definitions

Potentially preventable complications (PPCs): 3M originally developed 65 PPC measures, which are
defined as harmful events that develop after the patient is admitted to the hospital and may result from
processes of care and treatment rather than from the natural progression of the underlying ililness. PPCs,
like national claims-based hospital-acquired condition measures, rely on present-on-admission codes to
identify these post-admission complications.

At-risk discharge: Discharge that is eligible for a PPC based on the measure specifications

Diagnosis-Related Group (DRG): A system to classify hospital cases into categories that are similar
clinically and in expected resource use. DRGs are based on a patient’s primary diagnosis and the presence
of other conditions.

All Patients Refined Diagnosis Related Groups (APR-DRG): Specific type of DRG assigned using 3M
software that groups all diagnosis and procedure codes into one of 328 All-Patient Refined-Diagnosis
Related Groups.

Severity of lliness (SOI): 4-level classification of minor, moderate, major, and extreme that can be used
with APR-DRGs to assess the acuity of a discharge.

APR-DRG SOI: Combination of Diagnosis Related Groups with Severity of lliness levels, such that each
admission can be classified into an APR-DRG SOl “cell” along with other admissions that have the same
Diagnosis Related Group and Severity of lliness level.

Case-Mix Adjustment: Statewide rate for each PPC (i.e., normative value or “norm”) is calculated for each
diagnosis and severity level. These statewide norms are applied to each hospital’s case-mix to determine
the expected number of PPCs, a process known as indirect standardization.

Observed/Expected Ratio: PPC rates are calculated by dividing the observed number of PPCs by the
expected number of PPCs. Expected PPCs are determined through case-mix adjustment.

Diagnostic Group-PPC Pairings: Complications are measured at the diagnosis and Severity of lliness
level, of which there are approximately 1,200 combinations before one accounts for clinical logic and PPC
variation.

Zero norms: Instances where no PPCs are expected because none were observed in the base period at
the Diagnosis Related Group and Severity of lliness level.
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Policy Overview

Policy Objective Policy Effect on Effect on Effects on Health Equity
Solution Hospitals Payers/Consu
mers

The quality programs The MHAC The MHAC policy This policy Historically the MHAC policy
operated by the Health program is currently holds 2 affects a included the better of
Services Cost Review one of several | percent of hospital’s improvement and
Commission, including the pay-for- inpatient hospital | overall GBR attainment, which
Maryland Hospital Acquired | performance revenue at-risk and so affects | incentivized hospitals to
Conditions (MHAC) quality for complications | the rates paid improve poor clinical
program, are intended to initiatives that | that may occur by payers at outcomes that are often
drive improvements in provide during a hospital that particular | emblematic of disparities.
patient outcomes and to incentives for | stay asaresult of | hospital. The The protection of
ensure that any incentives hospitals to treatment rather HSCRC quality | improvement has since
to constrain hospital improve and than the programs are been phased out to ensure
expenditures under the maintain high- | underlying all-payer in that poor clinical outcomes
Total Cost of Care Model do | quality progression of nature and so | and the associated health
not result in declining patient care disease. improve disparities are not made
quality of care on an all- and value Examples of the quality for all permanent, which is
payer basis. Thus, HSCRC’'s | over time. types of hospital patients that especially important for a

quality programs reward
quality improvements and
achievements that
reinforce the incentives of
the Total Cost of Care
Model, while guarding

acquired
conditions
included in the
current payment
program are
respiratory

receive care at
the hospital.

measure that is limited to
in-hospital complications. In
the future, the MHAC policy
may provide direct hospital
incentives for reducing
disparities, similar to the

against unintended failure, approved readmission
consequences and pulmonary disparity gap improvement
penalizing poor embolisms, and policy. Also for future
performance. surgical-site consideration is inclusion of
infections. electronic Clinical Quality

Measures to address areas
such as maternal
complications, which
disproportionately impact
lower income, minority
patients.
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Recommendations
The MHAC policy was redesigned in Rate Year (RY) 2021 to modernize the program for the new Total Cost

of Care Model." The RY 2021 policy approach to performance assessment, scoring, and conversion of
scores to revenue adjustments has been maintained through RY 2026. This RY 2027 final
recommendation maintains the Potentially Preventable Complication (PPC) measures used for RY 2026
and also presents methodology updates to address small cell size concerns and scaling to determine
revenue adjustments. Specifically, the policy provides validity and reliability analysis results, hospital-level
and statewide scores and revenue adjustments for the current methodology that scores hospitals on each
PPC individually compared to an option that scores hospitals based on a PPC composite measure. While
small hospitals initially raised concerns about small cell sizes, staff proposes the Commission consider
adopting this new scoring methodology for all hospitals based on the findings outlined in this policy. Staff
also proposes changes for how scores are converted to revenue adjustments. Lastly, staff outlines

stakeholders’ feedback to the policy as well as our responses.

The final recommendations for the RY 2027 Maryland Hospital Acquired Conditions (MHAC) program are

as follows:

1. Use 3M Potentially Preventable Complications (PPCs) to assess hospital acquired complications.

a. Maintain a focused list of PPCs in the payment program that are clinically recommended
and that generally have higher statewide rates and variation across hospitals.

b. Assess monitoring PPCs based on clinical recommendations, statistical characteristics, and
recent trends to prioritize those for future consideration for updating the measures in the
payment program.

c. Engage hospitals on specific PPC increases to understand trends and discuss potential
quality concerns.

2. Assess performance using more than one year of data for small hospitals (i.e., less than 21,500 at-
risk discharges and/or 22 expected PPCs). The performance period for small hospitals will be CYs
2024 and 2025.

Assess hospital performance based on statewide attainment standards.

Score hospital performance on a PPC composite that includes all payment PPCs weighted by

1 See the RY 2021 policy for detailed discussion of the MHAC redesign, rationale for decisions, and approved
recommendations.


https://hscrc.maryland.gov/Documents/RY%202021%20Final%20MHAC%20Policy.pdf
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hospital specific expected volume and Solventum (3M) cost weights as a proxy for patient harm.?
5. Maintain a prospective revenue adjustment scale with a maximum penalty at 2 percent and
maximum reward at 2 percent:

a. Use a continuous linear scale that ranges from 0 to 100 percent without a hold harmless
zone.

b. Establish the cut point for penalties and rewards as the average hospital MHAC score as
determined through prospective modeling.

c. Retrospectively assess the average hospital MHAC scores and propose to the
Commissioners that the cutpoint be modified if the actual average score is more than +/- 10
percent different from the prospectively modeled average MHAC score.

6. Going forward, consider other candidate measures/measure sets that may be important for
assessing hospital avoidable, harmful complications and appropriate for use in the program, e.g.,

digitally specified measures.

Introduction

Maryland hospitals are funded under a population-based revenue system with a fixed annual revenue cap
set by the Maryland Health Services Cost Review Commission (HSCRC or Commission) under the All-
Payer Model agreement with the Centers for Medicare & Medicaid Services (CMS) beginning in 2014, and
continuing under the current Total Cost of Care (TCOC) Model agreement, which took effect in 2019. Under
the global budget system, hospitals are incentivized to shift services to the most appropriate care setting
and simultaneously have revenue at risk in Maryland’s unique, all-payer, pay-for-performance quality
programs; this allows hospitals to keep any savings they earn via better patient experiences, reduced
hospital-acquired infections, or other improvements in care. Maryland systematically revises its quality and
value-based payment programs to better achieve the state’s overarching goals: more efficient, higher
quality care, and improved population health. It is important that the Commission ensure that any
incentives to constrain hospital expenditures do not result in declining quality of care. Thus, the

Commission’s quality programs reward quality improvements and achievements that reinforce the

2 Hospitals without any at-risk or expected for a specific PPC would not be assessed on that PPC. The two
maternity related PPCs are dropped for hospitals without this service line, but almost all other Payment
PPCs are included for all hospitals at this time weighted by the hospital volume.
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incentives of the global budget system, while guarding against unintended consequences and penalizing

poor performance.

The Maryland Hospital Acquired Conditions (MHAC) program is one of several quality pay-for-performance
initiatives that provide incentives for hospitals to improve and maintain high-quality patient care and value
over time. The program currently holds 2 percent of hospital revenue at-risk for hospital acquired
complications that may occur during a hospital stay as a result of treatment rather than the underlying
progression of disease. Examples of the types of hospital acquired conditions included in the current

payment program are sepsis, respiratory failure, pulmonary embolisms, and surgical-site infections.

For MHAC, as well as the other statewide hospital quality programs, annual updates are vetted with
stakeholders and approved by the Commission to ensure the programs remain aggressive and progressive
with results that meet or surpass those of the national CMS analogous programs (from which Maryland
must receive annual exemptions). With the onset of the Total Cost of Care Model Agreement, each Quality
program was overhauled to ensure they support the goals of the Model. For the MHAC policy, the overhaul
was completed during 2018, which entailed an extensive stakeholder engagement effort. The major
accomplishments of the MHAC program redesign were focusing the payment incentives on a narrower list
of clinically significant complications, moving to an attainment only system given Maryland’s sustained
improvement on complications, adjusting the scoring methodology to better differentiate hospital
performance, and weighting complications by their associated cost weights as a proxy for patient harm.
The redesign also assessed how hospital performance is converted to revenue adjustments, and ultimately

recommended maintaining the use of a linear revenue adjustment scale with a hold harmless zone.

For this RY 2027 MHAC policy, staff proposes maintaining the current focused list of payment PPCs and
suggests consideration of potential changes to calculate hospital scores and applying revenue adjustments
to address small cell size concerns that particularly impact small hospitals; the potential changes entail the
use of a composite measure to calculate all hospital scores, and updating the revenue adjustment scaling
approach. The Assessment section below includes an evaluation of PPCs in the payment program as well
as those in “monitoring” status using the RY 2026 current MHAC methodology. This recommendation does
not propose moving any complication categories from monitoring to payment. However, the Assessment

section does provide analyses to evaluate the current methodology versus using a composite score, and

includes a discussion of options for updating revenue adjustment scaling.
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Background

Exemption from Federal Hospital-Acquired Condition Programs

The Federal Government operates two hospital complications payment programs, the Deficit Reduction Act
Hospital Acquired Condition program (DRA-HAC), which reduces reimbursement for hospitalizations with
inpatient complications, and the HAC Reduction Program (HACRP), which penalizes hospitals with the
highest rates of complications. Detailed information, including HACRP complication measures, may be
found in Appendix I. Also, it should be noted that the CMS Value-Based Purchasing program and the
analogous Quality Based Reimbursement program contain a safety domain that assess hospital acquired

complication measures.

Because of the State’s unique all-payer hospital model and its global budget system, Maryland does not
directly participate in the federal pay-for-performance programs. Instead, the State administers the
Maryland Hospital Acquired Conditions (MHAC) program, which relies on quality indicators validated for use
with an all-payer inpatient population. However, the State must submit an annual report to CMS
demonstrating that Maryland’s MHAC program targets and results continue to be aggressive and
progressive, i.e., that Maryland’s performance meets or surpasses that of the nation. Specifically, the State
must ensure that the improvements in complication rates observed under the All-Payer Model through 2018
are maintained throughout the TCOC model. Based on performance to date, CMS has granted Maryland
exemptions from the federal pay-for-performance programs (including the HAC Reduction Program) each

year through Federal Fiscal Year 2025.

Overview of the MHAC Policy

The MHAC program, first implemented for Rate Year 2011, is based on a classification system developed
by 3M Health Information Systems (3M), now Solventum. To identify potentially preventable complications
(PPCs), the system uses the present-on-admission (POA) variable for eligible secondary diagnosis codes
available in claims data to identify conditions not POA. The PPC system originally comprised specifications
for 65 PPCs,? defined as harmful events that develop after the patient is admitted to the hospital and may

result from processes of care and treatment rather than from the natural progression of the underlying

3 In RY 2020, 45 out of 65 PPCs or PPC combinations were included in the program as 3M had discontinued some
PPCs and others were deemed not suitable for a pay-for-performance program. The re-designed RY 2021 policy
reduced the PPCs assessed to a focused list of 14 PPCs that were clinically actionable and had higher rates and
greater variation across hospitals, and/or were clinically significant. In RY 2025, the policy was updated to include PPC
47 Encephalopathy, so there are now 15 payment PPCs.
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illness. For example, the program holds hospitals accountable for venous thrombosis and sepsis that occur
during inpatient stays. These complications can lead to 1) poor patient outcomes, including longer hospital
stays, permanent harm, and death; and 2) increased costs. Thus, the MHAC program is designed to

provide incentives to improve patient care by adjusting hospital budgets based on PPC performance.

Current MHAC Methodology

Figure 1 provides an overview of the three steps in the Rate Year 2026 MHAC methodology (also see
Appendix Il) that converts hospital performance to standardized scores, and then payment adjustments, as

outlined below:

Step 1. For the PPCs identified for payment, clinically-determined global and PPC-specific
exclusions, as well as volume based hospital-level exclusions are identified to ensure fairness in

assignment of complications.

Step 2. Case-mix adjustment is used to calculate observed to expected ratios that are then
converted to a standardized point score (from 0-100 points) based on each hospital’s attainment
levels using a similar scoring methodology that is used for CMS Value-Based Purchasing and

Maryland QBR program.

Step 3. Overall hospital scores are then calculated by taking the points for each PPC and
multiplying by the 3M PPC cost weights, then summing numerator (points scored) and denominator
(possible points) across the PPCs to calculate a percent score. A linear point scale set
prospectively is then used to calculate the revenue adjustment percent. This prospective scaling
approach differs from national programs that relatively rank hospitals after the performance period.

Additionally, the HACRP differs in that it provides no opportunity for rewards and reduces payments

by 1 percent for hospitals in the worst-performing quartile.
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Figure 1. Overview Rate Year 2026 MHAC Methodology

Potentially Preventable
Complication Measures

List of 15 clinically significant PPC
included in payment program.

3-Acute Pulmonary Edema g-pcute Pulmonary
and Respiratory Failure Edema and Resp
w/o Ventilation Failure w/ Vent

7-Pulmonary Embolism

28-In-Hospital Trauma
/[Fractures

9-Shock 16-Venous
Thrombosis
37-Post-Operative

Infection without

Procedure

41-Post-Operative
Hemor/ Hematoma
w/Procedure or I1&D

35-Septicemia & Severe
Infections

42-Accidental Puncture/  47-] 49

Laceration w/Invasive Pneumothorax

Procedure

60-Major Puerperal 61-Other 67-Pneumonia Combo
Infection and Other Major Complications of OB  (with and without
OB Complications Wounds Aspiration)

Global Exclusions:

* Palliative care

» Discharges >6 PPCs

* APR-DRGSOI cells with less than 31
at-risk discharges

Hospital PPC Exclusions:
* <20 at-risk discharges
* <2 expected PPCs

Case-Mix Adjustment and

Standardized Scores

Performance Measure: CY 2024
Observed to Expected PPC Ratio.*

Expected calculated by applying
statewide average PPCrates by
diagnosis and severity of illness level to
hospitals” patient mix (i.e., indirect
standardization)

Attainment only score (0-100 points)
calculated by comparing hospital
performance to a statewide threshold
and benchmark.

Hospital MHAC Score &

Revenue Adjustments

Hospital MHAC Score is Sum of
Earned Points / Possible Points with
PPC Cost Weights Applied.

Scores Range from 0-100%
Revenue neutral zone 60-70%**

Max Penalty-2% & Reward +2%

Attainment Points

Threshold Benchmark
Avg 0-20" percentile Avg 80" -100" percentile
\ | | | | |

l | I | I
0 20 40 60 80 100 !

July 2021-Jun 23 used to calculate
statewide averages (norms) and

thresholds, benchmarks.
*Small hospitals will be assessed on CYs 23 & 24

Revenue
MHAC Score Adjustment
0% -2.00%
10% -1.67%
20% -1.33%
30% -1.00%
40% -0.67%
50% -0.33%
60% to 70% Hold 0.00%
Harmless

80% 0.67%
90% 1.33%
100% 2.00%

**This scale may be adjusted retrospectively to take

into account COVID impacts.

Assessment

This section provides an overview of the statewide PPC trends—for those used for payment, under

monitoring, and overall (comprising a total of 58 PPCs)-using the current RY 2026 methodology. Following

the results to date, this section provides analyses that evaluate the validity and reliability of hospital scores

using the current methodology compared to options that score hospitals based on a PPC composite

measure. The scoring methodologies vary in terms of PPC inclusion criteria, what is used to weight the
PPC measures for the overall MHAC score, and how PPC performance is assessed relative to performance

standards and rolled up to calculate the overall MHAC score. Lastly, this section provides modeled revenue

adjustments for hospitals based on both scoring methods as well as additional options for scaling rewards

and penalties.
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Statewide PPC Performance Trends
Performance trends to date provided below use the RY 2026 methodology, illustrating Maryland’s

continued improvement under the program.

Complications Included in Payment Program

Under the All-Payer Model, Maryland hospitals saw a dramatic decline in complications and, as a State,
well exceeded the requirement of a 30 percent reduction by the end of CY 2018. These reductions were
achieved through clinical quality improvement, as well as improvements in documentation and coding.

As mentioned previously, the MHAC redesign assessed which PPCs should be included in the pay-for-
performance program based on criteria developed by the Clinical Adverse Events Measures (CAEM)

subgroup that are outlined in the “Monitored Complications” section below.

Under the TCOC Model, Maryland must maintain these improvements by not exceeding the CY 2018 PPC
rates for complications included in the payment program. Figure 2 below shows the statewide observed to
expected (O/E) ratio from 2018 through September CY 2024.4 The O/E ratio presents the count of
observed PPCs divided by the calculated number of expected PPCs (which is generated using statewide
normative values applied to the case-mix of discharges a hospital experiences). An O/E Ratio of greater
than 1 indicates that a hospital experienced more PPCs than expected, and conversely, an O/E Ratio less
than one indicates that a hospital experienced fewer PPCs than expected. Figure 2 below also indicates
how Maryland is performing relative to CY 2018, which is the time period that will be used to assess any
backsliding on performance.® Specifically, there has been a 40.9 percent decrease in the ratio based on
the most recent data available (CY 2018 YTD O/E ratio = 1.15 and CY 2024 YTD O/E ratio = 0.68).

PPCs in the MHAC payment program include:

Acute Pulmonary Edema and Resp Failure w/o Ventilation
Acute Pulmonary Edema, Resp Failure w/ventilation
Pulmonary Embolism
Shock
6 Venous Thrombosis
28 In-Hospital Trauma and Fractures
35 Septicemia & Severe Infections
37 Post-Operative Infection & Deep Wound Disruption Without Procedure

- 0o ~N AW

4 Staff notes that, consistent with federal policies during the COVID Public Health Emergency, PPC data from January-
June 2020 will not be used for assessing quality of care.
5Beginning in v38 of the 3M PPC grouper, COVID exclusions vary by PPC.

11
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41 Peri-Operative Hemorrhage & Hematoma w/ Hemorrhage Control Procedure or 1&D
42 Accidental Puncture/ Laceration During Invasive Procedure

47 Encephalopathy

49 latrogenic Pneumothorax

60 Major Puerperal Infection and Other Major Obstetric Complications

61 Other Complications of Obstetrical Surgical & Perineal Wounds

67 Pneumonia Combo (with and without aspiration)

Figure 2. Payment Program PPCs Observed to Expected Ratios by Quarter CY 2018 to CY 2024 YTD
Through September

Payment PPCs
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In terms of specific improvements among the 15 payment PPCs, Figure 3 shows the O/E ratios for CY 2018
and CY 2024 YTD, sorted from greatest percent decrease (on the left). The three PPCs with the greatest
decreases (improvements) include PPC 4- Acute Pulmonary Edema and Respiratory Failure with
Ventilation, PPC16- Venous Thrombosis, and PPC 67- Combined Pneumonia.

Figure 3. Payment Program PPC Observed to Expected Ratios CY 2018 and CY 2024 September YTD
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Staff also analyzed payment PPC changes for FYs 2023 and 2024 compared to the base period of CY 2018
as illustrated in Figure 4 below. The overall PPC O/E ratios show a steadily declining trend across the three

time periods; from FY2023 to FY2024 all payment PPCs showed a decrease in the O/E ratios

(improvement).
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Figure 4. Payment Program PPC Observed to Expected Ratio Trends; CY 2018, FY 2023, and FY

Payment PPC O/E Ratio CY2018 vs FY2023 and FY2024
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Monitored Complications

In addition to focusing on a narrowed list of PPCs for payment, as stated previously, the RY 2021 MHAC
policy following the program redesign included a recommendation to monitor the remaining PPCs. Staff
fulfills this recommendation by monitoring all PPCs that are still considered clinically valid by 3M, and
distinguishing between “Monitoring” and “Payment” PPCs. The overall PPC trend across all 56 (payment

and monitored) PPCs shows that there has been a decrease in the overall statewide O/E ratio from 0.89 in
CY 2018 to0 0.85 in CY 2024 YTD through September; the minimal improvement in overall performance is
the result both of increases in some of the PPCs under monitoring status and reductions in the payment
program PPCs, as illustrated in Figure 5 below. As also illustrated, the monitored PPC trends have
increased from 0.83 as of 2018 to 0.89 in YTD 2024 with the highest O/E ratios experienced from Q3 2020
to Q1 2021 during the COVID peak period.
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Figure 5. PPC O/E RatioTrends CY 2018 Qtr 1 Through CY 2024 Qtr 3
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To support determinations on whether to move monitored PPCs into the payment program, staff considers
several factors identified by the Clinical Adverse Events Measures (CAEM) subgroup which was convened

when the MHAC program was re-designed for RY 2021. These include:

° PPC Data Analysis/Statistics: greater than 50% increase in O/E ratio compared to 2018, rate per
1,000 generally 0.5 or above, volume of observed events 100 or above (over two years), significant
variation across hospitals, O/E ratios less than .85 and greater than 1.15, and at least half of the
hospitals are eligible for the PPC.

° Additional Considerations: PSI overlap, clinical significance, potential influence of coding

practices/changes, opportunity for improvement/actionability, impact on all-payers.
Based on staff evaluation of the monitored PPCs vetted with the PMWG, staff does not recommend moving
any monitored PPCs into the payment program for RY 2027. Appendix Il provides the statewide
percentage changes in the O/E ratios for the monitored PPCs from 2018 to 2024 YTD through September

sorted by the observed PPCs with the largest increases.
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Stability of Case-Mix Adjusted PPC Rates and Scoring

Small Cell Size Considerations

Statistical issues of measurement validity and reliability related to small cell sizes impact all hospitals but
are amplified for small hospitals. The current MHAC program addresses small cell size concerns in two
ways: 1) All hospitals are excluded from being assessed on a PPC if they do not meet the minimum criteria
of 2 expected PPCs and 20 admissions at-risk for a PPC; and 2) Small hospitals (those with less than
21,500 at-risk or 22 expected PPCs across all payment PPCs) are assessed using two years of data.
Currently in RY 2026, only 4 hospitals are assessed on all of the 15 PPCs in the MHAC program and 5

hospitals are considered small hospitals by the criteria outlined above.

Despite the Commission’s best efforts to address small cell size concerns, one relatively small hospital has
requested changes to the MHAC policy that would better balance the tradeoff between incenting greater
year over year performance across all in-hospital complications and concerns of statistical instability for
PPC evaluations amongst small hospitals. In advance of the RY 2026 Policy, the hospital expressed their
concerns that they had in previous years been eligible for PPC 35-Sepsis but had the previous year seen
their expected rate drop below 2, rendering them ineligible for inclusion of this PPC in their MHAC score.
They noted further that the PPC was serious and highly amenable to interventions which they had identified
and implemented; however, with the minimum expected criteria of 2, their performance on PPC 35 is not
counted or recognized in their score. Staff did not remove the inclusion requirement of 2 expected PPCs, as
there was concern over the potential instability of the measurement with very low numbers of events.
Further, the hospital was concerned that they were measured on two years of performance, vs. one year,

as a small hospital.

As Maryland hospitals continue to improve on payment PPCs, small cell size issues are also impacting
larger hospitals (i.e., non-small hospitals) and reducing the regulatory oversight of complications. The
current approach of having minimum criteria for at-risk and expected is designed to increase validity and
reliability of the measures. However, over time, hospitals may be assessed on fewer PPC measures,
effectively reducing the comprehensiveness of the program and failing the crucial test of content validity, the
degree to which a measure captures the concept it is intended to measure. Thus, staff assessed methods
to evaluate the PPCs through updates to the MHAC methodology aimed at better addressing small cell size

issues and related statistical reliability and validity. Among the methods considered were Bayesian

16
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smoothing®, a statistical approach used by CMS for similar concerns, and scoring performance using a
weighted composite evaluation, which would assess a hospital on all PPCs as one measure relative to
statewide performance standards, as opposed to evaluating each PPC individually compared to
performance standards. Results of the modeling to address small cell sizes and excluded PPCs were
presented to the PMWG during the RY 2026 policy development process. Initial concerns regarding
Bayesian smoothing were that, despite improved statistical reliability, small hospitals’ evaluations and
financial penalties/rewards would be driven by the statewide average as opposed to the hospital’s’
performance, which additionally could reduce the incentive for small hospitals to improve. For these

reasons, staff focused its attention on the composite measurement approach in RY 2027.
Potential PPC Composite Score Options to Improve Statistical Measurement

During the RY 2027 MHAC updating process, concerns were again raised regarding the current MHAC
methodology by PMWG members and other hospital stakeholders and included the following:

e Low Content Validity - Hospital performance may be based on a small subset of PPCs, as few as
two or three of the 15 PPC measures for small hospitals.

e Reduced Reliability - Individual PPC measurement results in lower reliability as measured by
signal to noise ratios, i.e., the degree to which the measurement captures hospital complications
(signal) versus random variation or interference that can mask or obscure the signal (noise).

e Face Validity - Scores for hospitals defined as small tend to be at the high or low ends of
performance.

¢ Redundant Data Use - Two years of data in the measurement period for small hospitals (vs. one
year for other hospitals) means that one year of performance will be counted in two consecutive
Rate Year scores under the program.

Working with Mathematica Policy Research (MPR), staff assessed and presented options for developing a

weighted PPC composite to address these issues. Specifically, three potential composite methodologies

6 Under this Bayesian smoothing approach, a hospital’s smoothed O/E ratio for each PPC measure equals the sum of
a) the hospital’s O/E ratio for the PPC measure times the reliability of the PPC measure at the hospital and b) one
minus the reliability of the PPC measure at the hospital times the statewide O/E ratio for the PPC measure. If the
reliability of a PPC measure is 1.00 at the hospital, then the hospital's smoothed O/E ratio equals the hospital’'s O/E
ratio and is not affected by the statewide average. If the reliability of a PPC measure is 0.00 at a hospital, then the
hospital’s smoothed O/E ratio equals the statewide average.
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were modeled and compared to the current MHAC methodology. Similarities and differences from the

current methodology in the steps for calculating hospital composite scores are outlined in Figure 6 below.

Figure 6. Summary of MHAC Score Calculation Steps for Current Methodology vs
Composite Models 1-3

Calculation

Current
Methodology

PPC Composite
Option 1

PPC Composite
Option 2

PPC Composite
Option 3

PPC Exclusion
Criteria

Exclude PPC measures
with <2 expected PPCs
or <20 at risk
discharges

Exclude PPCs with 0 at-risk discharges

PPC Measure
“Volume”
Weights

PPC measures not
weighted by volume

PPC measures with
greater expected
PPCs at hospital

receive a larger weight

PPC measures with
more at-risk
discharges at hospital
receive larger weight

PPC measures
with more
observed PPCs
across Maryland
hospitals receive a
larger weight

PPC Measure

and threshold

3M Cost . .
Weights PPC measures are weighted by 3M Cost Weights
For each of the 15
Benchmarks avment PPCs
and pay ’ Calculate a benchmark and threshold for the PPC Composite
calculate a benchmark
Thresholds

As shown in Figure 6 above, the differences between the current methodology and the composite options

are the PPC exclusion criteria, what is used to weight the PPC measures, and how performance is

assessed relative to performance standards (i.e., the benchmarks and thresholds). While all of the methods

tested maintain the use of the Solventum (3M) cost weights as a proxy for patient harm, the composite

options also weight by volume using three different methods.

More importantly, the composite

methodologies differ from the current methodology in that hospitals are scored on the PPC measure

composite as opposed to being scored on each individual PPC (i.e., how the benchmarks and thresholds

are calculated).
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In order to evaluate the current methodology and potential composite score options, staff assessed the
validity and reliability of each method. Specifically, the models were assessed on content validity” and
signal to noise ratios for reliability. Content validity refers to the degree to which a measure captures the
concept it is intended to measure. The intention of the MHAC Program is to evaluate Maryland hospitals
based on their performance on the 15 payment PPCs, so methodologies that evaluate Maryland hospitals
on all 15 payment PPCs would have the highest content validity. The composite methodologies tested
evaluate Maryland hospitals on payment PPC measures with greater than 0 at-risk discharges, resulting in
very high content validity, even for the smallest hospitals (Figure 7). Staff believes this is the most

important reason to move to this methodology.

Figure 7. Content Validity Current Methodology Versus Composite Options

Average Number of PPC Measures Evaluated

Number of
Hospital Category* Hospitals Current Methodology Composite Methodology
Small Hospitals 5 3.6 13.2
Medium Hospitals 15 11.0 14.5
Large Hospitals 21 13.8 15

*Hospital category definitions are based on FY 2024 data. Small hospitals had less than 21,500 at-risk discharges or
22 expected PPCs; medium hospitals had between 60,000 and 150,000 at-risk discharges; large hospitals had greater
than 150,000 at-risk discharges.

The current methodology evaluates Maryland hospitals on PPC measures for which the hospital has at
least two expected PPCs, resulting in fewer PPC measures being evaluated, especially for small and
medium hospitals. As illustrated in Figure 7 above, the five small Maryland hospitals are evaluated on an
average of 13.2 payment PPC measures under the composite methodologies compared with 3.6 payment

PPC measures under the current methodology. The 15 medium Maryland hospitals are evaluated on an

7 Staff also assessed predictive validity, the extent that past performance is predictive of future performance
and is assessed by calculating the correlation of results between different performance periods. While all
composite options demonstrated sufficient predictive validity, Composite Option 1 demonstrated slightly
higher correlations compared to the other composite options.
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average 14.5 payment PPC measures under the composite methodologies compared with 11.0 payment
PPC measures under the current methodology. In addition to improving content validity, evaluating small
hospitals on almost all of the 15 payment PPCs under the composite methodologies lessens the degree to
which one observed PPCs on one payment PPC measure can have a drastic negative impact on a small

hospital’s MHAC revenue adjustment in consecutive rate years.

The other evaluation that assisted staff in advancing to a composite methodology was reliability. Reliability
refers to the consistency of a measure and thus its dependability in assessing the performance of a
hospital, minimizing random errors in measurement. Staff assessed the reliability of PPC measures and
PPC composite values using the Morris signal-to-noise method under which a score of 1.00 indicates a
perfect signal of hospital performance without noise (i.e., perfect reliability) and a score of 0 indicates no
signal of hospital performance and all noise (i.e., worst reliability). Staff consider reliability above 0.50 to be
acceptable but would hope the MHAC methodology could achieve an average reliability across Maryland
hospitals of 0.75 or higher. The current methodology achieves reliability generally somewhat below the
desired minimum of 0.50, with the average reliability across FY 2021 to FY 2024 being 0.39. Composite
Options 1, 2, and 3 all yield substantially higher reliability than the current methodology, especially
Composite Option 1 with an average reliability of 0.76 across FY 2021 to FY 2024 (Figure 8).

Figure 8. Average Reliability Across Maryland Hospitals using a 1-year Performance Period
by Methodology

Current Composite Composite Composite
Performance Period Methodology* Option 1 Option 2 Option 3
FY 24 0.24 0.61 0.48 0.54
FY 23 0.38 0.81 0.63 0.68
FY 22 0.50 0.81 0.70 0.76
FY 21 0.42 0.80 0.62 0.72
/Average 0.39 0.76 0.61 0.68
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Based on the results of reliability and validity analyses of the current methodology versus the composite
options presented above and also detailed in Appendix IV, staff supports adoption of Composite Option

1 to replace the current methodology.

Hospital Scores and Revenue Adjustments

The hospital MHAC scores are calculated based on 1) hospital performance on each payment PPC
measure relative to the PPC measure’s benchmark and threshold (current methodology) or 2) hospital
performance on the weighted PPC composite relative to the PPC composite benchmark and threshold
(proposed staff change). Hospital MHAC scores are then converted to revenue adjustments using a
prospectively determined revenue adjustment scale, which allows hospitals to track their progress
throughout the performance period. Since the MHAC program redesign in RY 2021, the scale has
remained the same—that is, it ranges from 0 to 100 percent with a hold-harmless zone between 60 and 70
percent (originally centered around the average hospital score calculated prospectively); subsequently, as
long as the statewide average score was within that zone in a given year, staff did not adjust the range for
simplicity. However, with moving to the Composite scoring methodology, staff is proposing to adopt a
continuous linear revenue adjustment scale that ranges from 0 to 100 percent without a hold harmless
zone. The average hospital MHAC score, as determined through prospective modeling, would still be the
cut point for rewards and penalties. Staff believes there is no longer a need for a hold harmless zone
because the composite methodology is more reliable and the revenue adjustments closer to the cut point
are generally small. Figure 9 provides the estimated revenue adjustments statewide under the current
methodology and Composite Option 1, with and without a hold harmless zone. This prospective modeling
does not provide actual values for any rate year, and has been updated in the final policy with more recent
data. For this modeling, the average MHAC score varied across the two methods with the average score
higher under the Composite score compared to the current methodology. Thus, the changes in revenue

adjustments are due to the change to the Composite and the higher score needed to get a reward.

The estimated statewide aggregate penalties and rewards were larger under Composite Option 1 than the
Current Methodology (Figure 1). Net revenue adjustments increased from $3.7 million under the Current
Methodology to $43.8 million under the Composite Option 1 with no hold harmless zone (staff proposal).
Hospitals’ estimated revenue adjustments under the Current Methodology and Composite Option 1 were

highly correlated (0.83 with no hold harmless zone and 0.85 with a hold harmless zone).
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Figure 9. Statewide Aggregate Revenue Adjustments Under Current Methodology and
Composite Option 1

Current Methodology Composite Option 1 Methodology
No Hold Harmless Zone |Hold Harmless Zone| No Hold Harmless Zone |Hold Harmless Zone
State Net Total $3,673,917 $1,268,658 $43,766,281 $41,640,034
Penalty -$29,096,005 -$21,676,921 -$40,468,836 -$35,363,552
% Inpatient -0.25% -0.18% -0.34% -0.30%
Reward $32,769,922 $22,945,579 $84,235 117 $77,003,586
% Inpatient 0.28% 0.19% 0.71% 0.65%

Appendix V contains the by-hospital MHAC scores and estimated hospital revenue adjustments under the
current methodology and Composite Option 1. Staff has recommended that the cut point be prospectively
set but a retrospective assessment should also be done in the initial years of the methodology to check the
average hospital MHAC scores. Staff proposes that if the actual average MHAC score is more than +/- 10
percentage points different from the prospectively modeled average MHAC score, that the staff provide the

Commission with a recommendation to change the cut point after the performance period.

Stakeholder Feedback and Staff Responses

Feedback on the Draft RY 2027 MHAC Recommendations was offered by Commissioners, PMWG
Members, other hospital stakeholders and in written comments from the Maryland Hospital Association
(MHA), Johns Hopkins Health System (JHHS), University of Maryland Medical System (UMMS), Garrett
Regional Medical Center (GRMC), and Medstar Health. Feedback, summarized below, addressed the
current methodology versus transitioning to Composite Option 1, and did not address use of a continuous
scale versus one with a hold harmless zone as is done with the current methodology. Staff believes that
this is in part because the statewide revenue adjustments do not vary significantly with or without the hold
harmless zone and thus have recommended moving to the full linear scale that assesses revenue

adjustments differentially across all scores.

Transition to a Composite Measure Approach
e Several PMWG members, hospital stakeholders, and written commenters (UMMS, GRMC,
MedStar, MHA) articulated support for the methodology updates, highlighting the improved validity
and reliability of the Composite Option 1 approach compared to the MHAC current methodology,

noting in particular the benefit of more accurate measurement for small hospitals. MedStar
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specifically notes that Composite Option 1 is more comprehensive and that by weighting the PPCs
by the hospital expected PPC rate it holds large and small hospitals accountable for the PPCs that
are most germane to their scope of care.

e GRMC favors Composite Option 1 for all hospitals, but suggests adopting it at least for the hospitals
defined as small, as the approach more fairly measures their actual performance on all of the PPC
measures. In further support of Composite Option 1, GRMC raised concerns with staff that their
hospital would not be assessed on the Sepsis PPC under the current methodology (because they
have less than two expected PPCs), yet they believe inclusion of the PPC allows them to receive
credit for important improvement efforts they have made in this area. Conversely, GRMC
acknowledges that under the Composite methodology they would be newly at risk for PPCs
between zero and two expected occurrences, but believe the Composite more accurately measures
their quality of care. Using similar rationale, GRMC has previously opposed the use of Bayesian
smoothing that is often used to address small cell size measurement concerns, as their scores
would be significantly influenced by the statewide mean, and again not reflect their actual
performance.

e MHA recommends that HSCRC incorporate a hybrid approach that allows smaller hospitals to be
on the new PPC composite methodology and also allows larger hospitals to remain on the existing
MHAC program PPC methodology. They note that while small hospitals are advantaged by
Composite Option 1, they believe an undue burden is placed on Academic Medical Centers (AMCs)
because norms are set on unique surgeries that they perform (e.g., complex bowel procedures,
complex cardiac surgery, major spinal reconstruction/revision surgery, and neurosurgery) and thus
incur greater penalties and have limited opportunities to improve because of the complex nature of
these unique procedures.

e Both JHHS and UMMS support further and more comprehensive refinement and evaluation of the
Composite Option 1.

o  JHHS recommends continuation of the current MHAC methodology for RY2027, pending
this additional work. The JHHS letter also notes that while Maryland transitions from the
Total Cost of Care Model and into the future state, they anticipate significant policy
changes with implications for quality policies and methodologies. Therefore, to ensure
alignment and efficiency, substantial changes to the MHAC program should not be made

until foundational policy and model elements are established.

23



 maryland

@ health services

cost review commission

o UMMS alternatively supports moving ahead with the methodology updates but
recommends additional analyses to enhance the methodology. Specifically, they have
concerns about the specialized procedures performed by the AMCs and suggest further
enhancements to the new methodology such as (a) setting targets for cohorts of hospitals
that have similar patient types; (b) restricting APR-DRG-SOIs (All Patient Refined
Diagnosis-Related Groups - Severity of lliness) in the model to common diagnoses across
hospital types, similar to the Quality Based Reimbursement (QBR) mortality program; and
(c) acquiring data outside the state of Maryland for comparison of academic medical

centers.

Staff Response
Staff concurs that Composite Option 1 offers a superior scoring approach, resulting in hospital specific-
scores with significantly increased content validity and reliability:

e Content validity, the degree to which a measure captures the concept it is intended to measure? is
greatly improved by increasing the number of PPCs on which hospitals are measured. The number
of PPCs out of 15 on which hospitals are measured on average increases from 3.6 PPCs for small
hospitals, 11.0 for medium hospitals, and 13.8 for large hospitals under the current methodology to
13.2, 14.5 and 15 respectively. Given the payment PPCs have been vetted for clinical significance
and actionability, staff believe it is important to assess hospitals on any PPC that is applicable to
the patients they serve. Furthermore, weighting the MHAC score by hospital specific expected
PPCs focuses the hospitals on complications that are more common for the patients they serve and
does not overly weight low volume PPCs for small hospitals.

e Reliability is the consistency of a measure and thus its dependability in assessing the performance
of a hospital versus measurement error®. Higher reliability indicates that the measure methodology
allows us to distinguish one hospital's performance from another, as well as actual clinical
performance from random variation. Reliability of PPC measurement statewide over 4 years (FY

21 through FY 24) improves from an average signal to noise ratio of 0.39 under the current

8 The intention of the MHAC Program is to evaluate Maryland hospitals based on their performance on the 15 payment
PPCs, so methodologies that evaluate Maryland hospitals on all 15 payment PPCs would have the highest content
validity.

9 Using the Morris signal-to-noise method, a score of 1.00 indicates a perfect signal of hospital performance without
noise (i.e., perfect reliability) and a score of 0 indicates no signal of hospital performance and all noise (i.e., worst
reliability). A score of 0.50, for example, means that a given score is subject to random variation and is reliable each at
50% of the time.
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methodology to 0.76 under Composite Option 1, indicating that on average the measure results are
unreliable 61% of the time under the current methodology but that decreases to 24% of the time
under Composite Option 1.
In short, the Composite option is far superior in distinguishing hospital performance such that all hospitals
are held increasingly accountable for PPCs that are most germane to the types of patients and services

they provide.

With regard to the concerns related to PPC norms for rare and complex procedures done at AMCs, staff
looks forward to working with these hospitals to conduct additional analyses and make methodology
refinements if needed. However, the staff does think that the proposed changes are superior to the current
methodology and thus are not supportive of delaying its implementation or adopting a hybrid approach.
Specifically, while AMCs may be performing unique surgeries, staff believes fundamentally that these
surgeries should be assessed for potentially preventable complications. Since the start of using the PPCs,
the individual PPC measures have been refined based on input from Maryland hospitals, and, as such,
changes (e.g., new exclusions) have been made for clinical scenarios where the complication is deemed
not preventable by Solventum. Thus, the HSCRC encourages hospitals to continue to submit input to
Solventum where there are clinical concerns through the established process. Second, staff believes that
the norms at the diagnosis and severity of iliness level are granular enough to take into account differences
in expected outcomes. Hospitals with an observed-to-expected ratio greater than 1 during the performance
period means that either their performance has worsened from the base period for patients where they
heavily influence the normative values, or their performance is worse compared to other hospitals seeing
patients with the same diagnoses and severity of iliness, or a combination of both. But in whatever case,
this type of performance, i.e., an observed-to-expected ratio greater than 1, suggests hospitals do have
room for improvement. Last, in terms of the benchmarks and thresholds, staff will continue to assess

whether AMCs are unfairly being held to performance standards set by smaller hospitals.

Again, staff agrees that ongoing analysis to improve and refine the PPC measures and methodology
should be undertaken for the MHAC program specifically, and staff will continue to partner with hospitals
and other key stakeholders formally through the work of the PMWG and informally through ongoing open

communication.
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Finally, staff agrees that transitioning from the TCOC model to the future model may entail establishing
updated foundational policy elements for the quality programs. As has been our approach, staff will

collaborate with hospitals and other key stakeholders to undertake the needed work.

Updating Measures Based on Data Trends
Commissioner Elliot commented in response to the MHAC Draft RY 27 policy about PPCs in monitoring
status, noting that some have increasing trends that may warrant further investigation,e.g., PPC 26 Diabetic

Ketoacidosis.

Staff Response
Staff notes that in the program redesign in RY 2021 the PMWG subgroup established criteria to evaluate
monitored PPCs to determine whether they should be included in the MHAC payment program. Based on
the established criteria, staff does not recommend moving any monitored PPCs into the payment program
at this time. Staff agrees that the criteria for evaluating PPCs appropriate for inclusion in the payment
program should be updated based on any approved updates to the program methodology (i.e., clinically

significant but low volume complications could be reconsidered under a weighted composite).
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Recommendations
The final recommendations for the RY 2027 Maryland Hospital Acquired Conditions (MHAC) program are

as follows:

1. Use 3M Potentially Preventable Complications (PPCs) to assess hospital acquired complications.

a. Maintain a focused list of PPCs in the payment program that are clinically recommended
and that generally have higher statewide rates and variation across hospitals.

b. Assess monitoring PPCs based on clinical recommendations, statistical characteristics, and
recent trends to prioritize those for future consideration for updating the measures in the
payment program.

c. Engage hospitals on specific PPC increases to understand trends and discuss potential
quality concerns.

2. Assess performance using more than one year of data for small hospitals (i.e., less than 21,500 at-
risk discharges and/or 22 expected PPCs). The performance period for small hospitals will be CYs
2024 and 2025.

Assess hospital performance based on statewide attainment standards.
Score hospital performance on a PPC composite that includes all payment PPCs weighted by
hospital specific expected volume and Solventum (3M) cost weights as a proxy for patient harm.10

5. Maintain a prospective revenue adjustment scale with a maximum penalty at 2 percent and
maximum reward at 2 percent:

a. Use a continuous linear scale that ranges from 0 to 100 percent without a hold harmless
zone.

b. Establish the cut point for penalties and rewards as the average hospital MHAC score as
determined through prospective modeling.

c. Retrospectively assess the average hospital MHAC scores and propose to the
Commissioners that the cutpoint be modified if the actual average score is more than +/- 10
percent different from the prospectively modeled average MHAC score.

6. Going forward, consider other candidate measures/measure sets that may be important for
assessing hospital avoidable, harmful complications and appropriate for use in the program, e.g.,
digitally specified measures.

10 Hospitals without any at-risk or expected for a specific PPC would not be assessed on that PPC. The two
maternity related PPCs are dropped for hospitals without this service line, but almost all other Payment
PPCs are included for all hospitals at this time weighted by the hospital volume.

27



¢ maryland

health services

cost review commission

Appendix |. Background on Federal Complication Programs

The Federal Government operates two hospital complications payment programs, the Deficit Reduction Act
Hospital Acquired Condition program (DRA-HAC) and the HAC Reduction Program (HACRP), both of which

are designed to penalize hospitals for post-admission complications.

Federal Deficit Reduction Act, the Hospital-Acquired Condition Present on Admission Program

Beginning in Federal Fiscal Year 2009 (FFY 2009), per the provisions of the Federal Deficit Reduction Act,
the Hospital-Acquired Condition Present on Admission Program was implemented. Under the program,
patients were no longer assigned to higher-paying Diagnosis Related Groups if certain conditions were
acquired in the hospital and could have reasonably been prevented through the application of evidence-
based guidelines.

Hospital-Acquired Condition Reduction Program

CMS expanded the use of hospital-acquired conditions in payment adjustments in FFY 2015 with a new
program, entitled the Hospital-Acquired Condition Reduction Program, under the authority of the Affordable
Care Act. That program focuses on a narrower list of complications and penalizes hospitals in the bottom
quartile of performance. Of note, as detailed in Figure 1 below, all the measures in the Hospital-Acquired
Condition Reduction Program are used in the CMS Value Based Purchasing program, and the National

Healthcare Safety Network (NHSN) Healthcare-Associated Infection (HAI) measures are also used in the

Maryland Quality Based Reimbursement (QBR) program.
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Figure 1. CMS Hospital-Acquired Condition Reduction Program (HACRP) FFY 2024 Measures

Recalibrated Patient Safety Indicator (PSI) measure:*

PSI 03 — Pressure Ulcer Rate

PSI 06 — latrogenic Pneumothorax Rate

PSI 08 — In-Hospital Fall with Hip Fracture Rate

PSI 09 — Perioperative Hemorrhage or Hematoma Rate

PSI 10 — Postoperative Acute Kidney Injury Requiring Dialysis Rate

PSI 11 — Postoperative Respiratory Failure Rate

PSI 12 — Perioperative Pulmonary Embolism or Deep Vein Thrombosis Rate
PSI 13 — Postoperative Sepsis Rate

PSI 14 — Postoperative Wound Dehiscence Rate

PSI 15 — Unrecognized Abdominopelvic Accidental Puncture/Laceration Rate

Central Line-Associated Bloodstream Infection (CLABSI)**

Catheter-Associated Urinary Tract Infection (CAUTI)**

Surgical Site Infection (SSI) — colon and hysterectomy”*

Methicillin-resistant Staphylococcus aureus (MRSA) Bacteremia™*

Clostridium Difficile Infection (CDI)**

ARecalibrated PSI Composite Measures included in the CMS VBP Program beginning FFY 2023. * National
Healthcare Safety Network (NHSN) Healthcare-Associated Infection (HAI) measures included in both the
CMS VBP and Maryland QBR Programs

For more information on the DRA HAC program POA Indicator, please refer to:
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/HospitalAcqCond/index

For more information on the DRA HAC program, please refer to: https://www.cms.gov/Medicare/Medicare-
Fee-for-Service-Payment/HospitalAcqCond/Downloads/FAQ-DRA-HAC-PSI.pdf

For more information on the HAC Reduction program, please refer to:
https://www.cms.gov/Medicare/Medicare-Fee-for-Service-Payment/AcutelnpatientPPS/HAC-Reduction-

Program
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Appendix Il: RY 2026 MHAC Program Methodology

Figure 1 below provides a summary overview of the approved RY 2026 MHAC methodology.

Figure 1. Overview of RY 2026 Approved MHAC Methodology

Hospital MHAC Score &
Revenue Adjustments

Potentially Preventable Case-Mix Adjustment and

Complication Measures Standardized Scores

List of 15 clinically significant PPC Performance Measure: CY 2024 Hospital MHAC Score is Sum of
included in payment program. Observed to Expected PPC Ratio.* Earned Points / Possible Points with
3-Acute Pulmonary Edema  4-acute - |2 y Emboli Expected calculated by applying PPC Cost Weights Applied.
:l“/‘l"‘;:‘:::::: Failure Edema a"/"v"estp statewide average PPC rates by Scores Range from 0-100%
o-Shock 16-Venous SV e diagnosis and severity of iliness level to Revenue neutral zone 60-70%**
Thrombosis [Fractures hospitals’ patient mix (i.e., indirect
35-Septicemia & Severe  37-Post-Operative  41-Post-Operative stanpdardiZZtion) ( Max Penalty -2% & Rewa rd +2%
Infections Infection without Hemor/ Hematoma
Procedure w/Procedure or . .
— —+— L Attainment only score (0-100 points) MHAC Score A:ﬁlv;:g‘t
Laceration w/Invasive Ptmertorex calculated by comparing hospital 0% _]2 00%
Procedure performance to a statewide threshold 10% -1.67‘V
60-Major Puerperal 61-Other 67-Pneumonia Combo and benchmark ° - L
Infection and Other Major Complications of OB  (with and without ul 20% -1.33%
OB Complications Wounds Aspiration) Attainment Points 30% -1.00%
. . 0, - 0,
Global .ExFIu5|ons. Threshold Benchmark 4ODA> 0.67°A
* Palliative care Avg 0-20% percentile Avg 80™ -100™" percentile 50% -0.33%
* Discharges >6 PPCs \ | | | | | 60% to 70% Hold 0.00%
* APR-DRG SOl cells with less than 31 v o @ @ | Ha;?;ess o
. . 0 i) (]
at-risk discharges July 2021-Jun 23 used to calculate 90% 133%
Hospital PPC Exclusions: statewide averages (norms) and 100% 2.00%
* <20 at-risk diSChargeS thrEShOId_S' ber:‘Chmarks' **This scale may be adjusted retrospectively to take
« <2 expected PPCs *Small hospitals will be assessed on CYs 23 & 24 into account COVID impacts.

Performance Metric

The methodology for the MHAC program measures hospital performance using the Observed (O)
/Expected (E) ratio for each PPC. Expected number of PPCs are calculated using historical data on
statewide PPC rates by All Patient Refined Diagnosis Related Group and Severity of lliness Level (APR-
DRG SOI). See below for details on how the expected number of PPCs are calculated for each hospital.

Observed and Expected PPC Values

The MHAC scores are calculated using the ratio of Observed : Expected PPC values.

Given a hospital’s unique mix of patients, as defined by APR-DRG category and Severity of lliness (SOI)
level, the HSCRC calculates the hospital’s expected PPC value, which is the number of PPCs the hospital

would have experienced if its PPC rate were identical to that experienced by a normative set of hospitals.
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The expected number of PPCs is calculated using a technique called indirect standardization. For
illustrative purposes, assume that every hospital discharge is considered “at-risk” for a PPC, meaning that
all discharges would meet the criteria for inclusion in the MHAC program. All discharges will either have no
PPCs, or will have one or more PPCs. In this example, each discharge either has at least one PPC, or does

not have a PPC. The unadjusted PPC rate is the percent of discharges that have at least one PPC.

The rates of PPCs in the normative database are calculated for each diagnosis (APR-DRG) category and
severity level by dividing the observed number of PPCs by the total number of admissions. The PPC norm

for a single diagnosis and severity level is calculated as follows:
Let:
N = norm
P = Number of discharges with one or more PPCs
D = Number of “at-risk” discharges

i = A diagnosis category and severity level

In the example, each normative value is presented as PPCs per discharge to facilitate the calculations in

the example. Most reports will display this number as a rate per one thousand discharges.

Once the normative expected values have been calculated, they can be applied to each hospital. In this
example, the normative expected values are computed for one diagnosis category and its four severity

levels.

Consider the following example in Figure 2 for an individual diagnosis category.
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Figure 2. Expected Value Computation Example for one Diagnosis Category

A B C D E F G
Severity At-risk Observed PPCs per Normative Expected | Observed:
of iliness Dischar Discharges discharge PPCs per # of PPCs | Expected

Level es with (unadjusted discharge Ratio
9 PPCs PPC Rate)
=(C/B) (Calculated =(B xE) =(C/E)
from rounded to
Normative 4 decimal
Population) places

1 200 10 .05 .07 14.0 0.7143

2 150 15 .10 .10 15.0 1.0000

3 100 10 .10 15 15.0 0.6667

4 50 10 .20 .25 12.5 0.8000

Total 500 45 .09 56.5 0.7965

For the diagnosis category, the number of discharges with PPCs is 45, which is the sum of discharges with
PPCs (column C). The overall rate of PPCs per discharge in column D, 0.09, is calculated by dividing the
total number of discharges with PPCs (sum of column C) by the total number of discharges at risk for PPCs
(sum of column B), i.e., 0.09 = 45/500. From the normative population, the proportion of discharges with
PPCs for each SOl level for that diagnosis category is displayed in column E. The expected number of
PPCs for each severity level shown in column F is calculated by multiplying the number of at-risk
discharges (column B) by the normative PPCs per discharge rate (column E). The total number of PPCs

expected for this diagnosis category is the expected number of PPCs for the severity levels.

In this example, the expected number of PPCs for the APR DRG category is 56.5, which is then compared
to the observed number of discharges with PPCs (45). Thus, the hospital had 11.5 fewer observed
discharges with PPCs than were expected for 500 at-risk discharges in this APR DRG category. This

difference can be expressed as a percentage difference as well.

All APR-DRG categories and their SOl levels are included in the computation of the observed and expected
rates, except when the APR-DRG SOl level has less than 30 at-risk discharges statewide.
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PPC Exclusions

Consistent with prior MHAC policies, the number of at-risk discharges is determined prior to the calculation
of the normative values (hospitals with <10 at-risk discharges are excluded for a particular PPC) and the
normative values are then re-calculated after removing PPCs with <2 complication expected. The following

exclusions will also be applied:
For each hospital, discharges will be removed if:

e Discharge is in an APR-DRG SOl cell has less than 31 statewide discharges.

e Discharge has a diagnosis of palliative care (this exclusion may be removed in the future once POA
status is available for palliative care for the data used to determine performance standards); and

e Discharge has more than 6 PPCs (i.e., a catastrophic case, for which complications are probably

not preventable).

For each hospital, PPCs will be removed if during the base period:

e The number of cases at-risk is less than 20; and

e The expected number of PPCs is less than 2.
The PPCs for which a hospital will be assessed are determined using the base period data and not
reassessed during the performance period. This is done so that scores can be reliably calculated during
the performance period from a pre-determined set of PPCs. The MHAC summary workbooks provide the

excluded PPCs for each hospital.
Combination PPCs

Based on clinical input and 3M recommendation, starting in RY 2021 two pneumonia (PPC 5 Pneumonia &
Other Lung Infections & PPC 6 Aspiration Pneumonia) PPCs were combined into single pneumonia PPC

and the 3M cost weight is a simple average of the two PPC cost weights.
Hospital Exclusions

Acute care hospitals that do not have sufficient volume to have at least 15 at-risk and 1.5 expected for any

payment program PPC are excluded from the MHAC policy.
Benchmarks and Thresholds

For each PPC, a threshold and benchmark value are calculated using the determined base period data. In

previous rate years when improvement was also assessed, the threshold was set at the statewide median
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of 1 and the benchmark was the O/E ratio for the top performing hospitals that accounted for 25% of
discharges. For RY 2021 under an attainment only methodology, staff adapted the MHAC points system to
allow for greater performance differentiation by moving the threshold to the value of the observed to
expected ratio at the 10th percentile of hospital performance, moving the benchmark to the value of the
observed to expected ratio at the 90th percentile of hospital performance, and assigning 0 to 100 points for
each PPC between these two percentile values.

Attainment Points (possible points 0-100)

If the PPC ratio for the performance period is greater than the threshold, the hospital scores zero points for
that PPC for attainment.

If the PPC ratio for the performance period is less than or equal to the benchmark, the hospital scores a full
100 points for that PPC for attainment.

If the PPC ratio is between the threshold and benchmark, the hospital scores partial points for attainment.
The formula to calculate the Attainment points is as follows:

e Attainment Points = [99 * ((Hospital’s performance period score - Threshold)/ (Benchmark —
Threshold))] + 0.5

Calculation of Hospital Overall MHAC Score

To calculate the final score for each hospital, the attainment points earned by the hospital and the potential
points (i.e., 100) for each PPC are multiplied by the 3M cost weights. Hospital scores across PPCs are
calculated by summing the total weighted points earned by a hospital, divided by the total possible weighted
points (100 per PPC * 3M cost weight).

RY 2025 Update: Small Hospital Methodology

Hospital-specific PPC inclusion requirements were updated for the RY 2025 policy, i.e., all hospitals are
required to have at least 20 at-risk discharges and 2 expected PPCs in order for a particular PPC to be
included in the payment program. Because of the volatility in performance scores for smaller hospitals, the

Commission also approved the following policy updates in RY 2025:

“Establish small hospital criteria for assessing performance under the MHAC policy based on the
number of at-risk discharges and expected PPCs (i.e., small hospitals are those with less than staff
are proposing for RY 2026 to modify the methodology slightly to make the performance standards

less sensitive to potential outliers by averaging the worst and best performing hospitals (as
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opposed to taking a single value at a given percentile). This methodology is more in line with the
CMS VBP program approach to setting the benchmark. Staff explored a couple of options and
finalized averaging the 20 percent of O/E ratios of the worst and best performing hospitals results,
which results in similar benchmark and threshold values as compared to the current method but
avoids the cliff effects of using a single percentile. 21,500 at-risk discharges and/or 22 expected
PPCs across all payment program PPCs) as opposed to the number of PPC measure types, and
for hospitals that meet small hospital criteria, increase reliability of score by using two years of

performance data to assess hospital performance (i.e., for RY 2025 use CY 2022 and 2023). “
RY 2026 Update: Calculating Performance Standards

Staff modified the methodology slightly to make the performance standards less sensitive to
potential outliers by averaging the worst and best performing hospitals (as opposed to taking a
single value at the 90th and 10th percentile). This updated methodology is more in line with the
CMS VBP program approach to setting the benchmark. Staff explored a couple of options and
determined that averaging the 20 percent of O/E ratios of the worst and best performing hospitals

results yields similar benchmark and threshold values compared to the previous method but avoids

the cliff effects of using a single percentile.
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Appendix Ill: Monitoring PPCs

The table below shows the monitored PPCs’ O/E ratios for CY 24 YTD (through September) and the percent changes in the observed-to-expected
ratio from CY 2018.

onitoring PP 018 O 024 D O 018-2024 % 0 4 oSPp

nange ) )
2:Extreme CNS Complications 1.82 0.82 -55.19% 19 23
21: Clostridium Difficile Colitis 1.31 0.73 -44.50% 54 41
25: Renal Failure with Dialysis 1.19 0.68 -43.37% 4 13
45: Post-Procedure Foreign Bodies 0.79 0.52 -34.51% 1
29:Poisonings due to Anesthesia 0.88 0.61 -30.88% 13 31
10: Congestive Heart Failure 0.82 0.58 -28.67% 6 21
65:Urinary Tract Infection without Catheter 1.1 0.80 -27.62% 407
66: Catheter-Related Urinary Tract Infection 1.02 0.74 -26.95% 6
39:Reopening Surgical Site 1.08 0.85 -20.91% 128
14: Ventricular Fibrillation/Cardiac Arrest 0.84 0.74 -11.31% 168 42
33: Cellutis 0.92 0.90 -2.49% 49
11: Acute Myocardial Infarction 0.96 0.95 -0.95% 67 39
54: Infections due to Central Venous Catheters 0.85 0.88 3.58% 28
18: Major Gastrointestinal Complication with Transfusion or 0.52 0.60 14.66% 35 38
Significant Bleeding
24: Renal Failure without Dialysis 0.81 0.96 17.77% 706 43
40: Peri-Operative Hemorrhage & Hematoma without Hemorrhage [0.82 0.97 18.76% 133
Control Procedure or I&D Proc
20: Other Gastrointestinal Complications without Transfusion or 0.69 0.88 28.36% 82 41
Significant Bleeding
44: Other Surgical Complication- Mod 0.63 0.81 29.38% 14
8: Other Pulmonary Complications 0.72 0.95 31.05% 39 39
23: GU Complications Except UTI 0.61 0.84 38.07% 35 37
1:Stroke & Intracranial Hemorrhage 0.68 0.95 40.57% 104 40
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onitoring PP 018 O 024 D O 018-2024 % 0 4 OSP

nange ) )
48: Other Complications of Medical Care 0.57 0.80 40.77% 84
19:Major Liver Complications 0.69 0.98 41.55% 29 35
26: Diabetic Ketoacidosis & Coma 0.59 0.88 47.97% 29 37
50: Mechanical Complication of Device, Implant & Graft 0.56 0.84 50.35% 75
15: Peripheral Vascular Complications Except Venous Thrombosis [0.53 0.80 50.68% 21 32
34: Moderate Infections 0.60 0.92 52.77 33
13: Other Cardiac Complications 0.57 0.87 52.96% 27 35
64: Other In-Hospital Adverse Events 0.49 0.77 58.40% 56
27:Post-Hemorrhagic & Other Acute Anemia with Transfusion 0.72 1.16 61.66% 106 40
52:Inflammation & Other Complications of Devices, Implants or 0.67 1.09 63.24% 174
Grafts Except Vascular Infection
17: Major Gastrointestinal Complications without Transfusion or  [0.67 1.09 63.24% 53 38
Significant Bleeding 0
38: Post-Operative Wound Infection & Deep Wound Disruption with [1.24 2.07 67.39% 11
Procedure
53:Infection, Inflammation & Clotting Complications of Peripheral 0.54 0.92 69.77% 26
Vascular Catheters & Infusions
51: Gastrointestinal Ostomy Complications 0.47 0.88 87.51% 57
59: Medical & Anesthesia Obstetric Complications 0.48 0.99 106.96% 54
31: Decubitus Ulcer 0.35 0.87 147.91% 80
30: Poisonings due to Anesthesia 0 observed |0 Observed
32: Transfusion Incompatibility Reaction 0 observed |0 Observed
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Appendix IV. Composite Options Testing Results
Working with Mathematica, staff tested three composite options as outlined below.
As shown in the equation below, PPC Composite Option 1 is calculated as the sum of the hospital’s observed PPCs times

the 3M Cost Weight for each payment PPC measure divided by the sum of the hospital’s expected PPCs times the 3M
Cost Weight for each payment PPC measure.

_ (X2, ObservedPPC;; = 3MCostWeight;)
PPC Composite; = ——1= :
(212, ExpectedPPC;; x 3MCostWeight;)

PPC Composite Option 1 does not explicitly weight PPC measures by volume, but PPC measures with higher expected
PPCs receive more weight. The expected PPCs for a PPC measure increases as the volume of at-risk discharges

increases.

As show in the equation below, PPC Composite Option 2 is calculated as the sum of the hospital’s observed-to-expected
(O/E) ratio for each payment PPC measure, weighted by the PPC measure’s 3M Cost Weight and hospital’s volume of at-
risk discharges for the given PPC measure.

PPC C e, = O (Observed PPCsi; Volume;; * 3MCostWeight;
omposite; = ; Expected PPCSU 3‘21 Vﬂfume” + 3MCostWeight;

As shown in the equation below, PPC Composite Option 3 is calculated as the sum of hospital’'s O/E ratio for each
payment PPC measure, weighted by the PPC measure’s 3M Cost Weight and the proportion of observed payment PPCs
statewide for the given PPC measure.

15

PPC Composite; = Z

i=1

Observed FPCSU) StateProportion; = 3MCostWeight;
*
Expected PPCs;; Y15 StateProportion; » 3MCostWeight;
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For example, if there were 10,000 observed PPCs across the 15 payment PPC measures across Maryland hospitals and

there were 1,000 observed PPCs for a given payment PPC measure, then the statewide proportion would be 0.10 for the

PPC measure.

Similarities and differences from the current methodology in the steps for calculating hospital composite scores are

outlined in Figure 1 below.

Figure 1. Summary of MHAC Score Calculation Steps for Current Methodology vs Models 1-3

Calculation Current PPC Composite PPC Composite PPC Composite
Methodology Option 1 Option 2 (0] 0] o] J]

Exclude PPC measures

PPCCE_ch.usmn i =2 expecteld PP Exclude PPCs with 0 at-risk discharges
riteria or <20 at risk
discharges
PPC measures

PPC Measure PPC measures with | PPC measures with with more

“/olume” PRC measures not greater expect.ed ~ more at-risk . observed PPCs

Weights weighted by volume PPCs at hospital |discharges at hospital| across Maryland

receive a larger weight| receive larger weight | hospitals receive a

larger weight

PPC Measure

3M Cost . .
Weights PPC measures are weighted by 3M Cost Weights
Benchmarks For each of the 15

payment PPCs, Calculate a benchmark and threshold for the PPC Composite
calculate a benchmark

and threshold

and
Thresholds

Staff used data from FY 2018 through FY 2024 to model six iterations of Maryland hospital results under each composite
option and the current methodology (Figure 2 ). To inform decision making, staff assessed the content validity, predictive

validity, and reliability of each composite option and the current methodology across the six iterations of results.

Figure 2. Performance Periods for Each Iteration of MHAC Results

Iteration Small Hospital Performance Period Non-Small Hospital Performance Period

1 FY 2023- FY 2024 FY 2024
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Iteration Small Hospital Performance Period Non-Small Hospital Performance Period
2 FY 2022- FY 2023 FY 2023
3 FY 2021- FY 2022 FY 2022
4 FY 2020- FY 2021 FY 2021
5 FY 2019- FY 2020 FY 2020
6 FY 2018- FY 2019 FY 2019

Notes: 1) A base period of FYs 2021 and FY 2022 was used for each iteration to keep PPC measure O/E ratios and PPC composite values on the same
scale to facilitate comparisons across iterations. 2) Small hospitals were identified as having <21,500 at-risk discharges or <22 expected PPCs during

the base period.

Content validity refers to the degree to which a measure captures the concept it is intended to measure. The intention of
the MHAC Program is to evaluate Maryland hospitals based on their performance on the 15 payment PPCs, so
methodologies that evaluate Maryland hospitals on all 15 payment PPCs would have the highest content validity. The
composite methodologies evaluate Maryland hospitals on payment PPC measures with greater than 0 at-risk discharges,
resulting in very high content validity even for the smallest hospitals (Figure 3). The current methodology only evaluates
Maryland hospitals on PPC measures for which the hospital has at least two expected PPCs, resulting in fewer PPC
measures being evaluated especially for small and medium hospitals. The five small Maryland hospitals are evaluated on
an average of 13.2 payment PPC measures under the composite methodologies compared with 3.6 payment PPC
measures under the current methodology. The 15 medium Maryland hospitals are evaluated on an average of 14.5
payment PPC measures under the composite methodologies compared with 11 payment PPC measures under the
current methodology. In addition to improving content validity, evaluating small hospitals on almost all of the 15 payment
PPCs under the composite methodologies lessens the degree to which one observed PPCs on one payment PPC

measure can drastically negatively impact a small hospital’'s MHAC revenue adjustment in consecutive rate years.

Figure 3. Content Validity Current Methodology Versus Composite Options

Average Number of PPC Measures Evaluated

Number of
Hospital Category* Hospitals Current Methodology Composite Methodology
Small Hospitals 5 3.6 13.2
Medium Hospitals 15 11.0 14.5
Large Hospitals 21 13.8 15
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Predictive validity refers to the extent that past performance is predictive of future performance. Staff calculated
correlations in hospitals’ PPC composite values across iterations to assess predictive validity. A measure can be
considered to have sufficient predictive validity if adjacent performance periods have moderately to highly correlated and
correlations get smaller as the distance between performance periods increases. All composite options demonstrated
sufficient predictive validity, but Composite Option 1 demonstrated slightly higher correlations across iterations of results
(Figure 4).

Figure 4. Average Correlations of Composite Values Composite Options

Distance Between

Performance Periods Composite Option1 ~  Composite Option 2 | Composite Option 3
1 Year Apart 0.61 0.57 0.53
2 Years Apart 0.40 0.34 0.28
3 Years Apart 0.31 0.23 0.27
4 Years Apart 0.13 0.10 0.10

Reliability refers to the degree to which a measure captures the underlying quantity the measure is intended to capture.
Staff assessed the reliability of PPC measures and PPC composite values using the Morris signal-to-noise method under
which a score of 1.00 indicates a perfect signal of hospital performance without noise (i.e., perfect reliability) and a score
of 0 indicates no signal of hospital performance and all noise (i.e., worst reliability). Staff consider reliability above .50 to
be acceptable but would hope the MHAC methodology could achieve an average reliability across Maryland hospitals of
0.75 or higher. The current methodology achieves reliabilities generally somewhat below the desired minimum reliability of
0.50, with the average reliability across FY 2021 to FY 2024 being 0.39 (Figure 5). Options 1, 2, and 3 all yield
substantially higher reliabilities than the current methodology, especially Composite Option 1 with an average reliability of
0.76 across FY 2021 to FY 2024.

Figure 5. Average Reliability Across Maryland Hospitals using a 1-year Performance Period by
Methodology
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Current Composite Composite Composite
Performance Period Methodology* Option 1 Option 2 Option 3
FY 24 0.24 0.61 0.48 0.54
FY 23 0.38 0.81 0.63 0.68
FY 22 0.50 0.81 0.70 0.76
FY 21 0.42 0.80 0.62 0.72
Average 0.39 0.76 0.61 0.68

Note: Reliability was calculated using a one-year performance period for all hospitals. Two years of performance data are used to
assess reliability for small hospitals, so the actual average reliability across Maryland hospitals is slightly higher than represented in

Figure 10.
*For the Current Methodology, staff calculated average reliability across payment PPC measures with two or more expected PPCs

during the performance period.

Average reliability dipped lower across methodologies when using FY 2024 as the performance period. As rates of
observed PPCs continue to decrease across Maryland hospitals over time, PPC measure and PPC composite reliability
could decrease. Staff will continue to monitor PPC measure and PPC composite reliability and consider using two years of
performance period data for all hospitals if reliability when using one year of performance period data continues to
decrease. Figure 6 below shows that PPC measure and PPC composite reliability is notably higher when using a two-year

performance period for all hospitals and above 0.75 for Composite Option 1 for the FY 2024-2023 performance period.

Figure 6. Average Reliability Across Maryland Hospitals using a 2-year Performance Period by
Methodology

Current Composite Composite Composite
Performance Period Methodology* Option 1 Option 2 Option 3
23-24 0.33 0.78 0.68 0.71
22-23 0.50 0.86 0.76 0.80
21-22 0.54 0.87 0.76 0.81
20-21 0.47 0.85 0.71 0.77
Average 0.46 0.84 0.73 0.77

*For Current Methodology, calculated average reliability across payment PPCs with two or more expected PPCs during

performance period.
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When examining small hospitals only, the composite options have drastically higher reliability than the current
methodology (Figure 7). When using two years of data, the average reliability across small hospitals using Composite
Option 1 is greater than the minimum reliability of 0.50 but somewhat lower for Composite Option 2 and Composite Option

3 and much lower under the current methodology.

Figure 7. Average Reliability Across Small Maryland Hospitals using a 1-year, 2-year, and 3-year
Performance Period by Methodology

Current
Methodology* Composite Composite
Performance Period Composite Option 1 Option 2 Option 3
One Year (FY24) 0.13 0.28 0.14 0.18
Two Years (FY23-24) 0.19 0.51 0.32 0.34
Three Years (FY22-24) 0.32 0.66 0.43 0.41
One Year (FY23) 0.20 0.46 0.26 0.29
Two Years (FY22-23) 0.45 0.67 0.41 0.42
Three Years (FY21-23) 0.41 0.73 0.46 0.45

*For Current Methodology, calculated average reliability across payment PPCs with two or more expected PPCs during

performance period.

Aside from assessing validity and reliability of the composite methodologies, staff also examined hospital level results to
understand the implications of the different weights each composite methodology puts on each payment PPC measure.
As shown in Figure 8 below, the weight put on each PPC measure can vary notably across composite methodologies. In
this hypothetical example, the given hospital has a very similar number of at-risk discharges for PPC measures 28 and 42
and therefore both have volume weights of 12.7% under Composite Option 2. However, PPC 42 has almost twice as
many expected PPCs as PPC 28 (10.2 versus 5.4) so PPC 42 receives roughly twice the weight as PPC 28 under
Composite Option 1. Reliability tends to increase as the number of expected PPCs at a hospital increases and the weight
Composite Option 1 puts on each PPC measure is based on the number of expected PPCs at the hospital, offering a
plausible explanation for why Composite Option 1 demonstrated consistently higher reliabilities than the other composite
options. Composite Option 3 also yields high reliability levels across iterations, but staff anticipate hospitals may perceive
this methodology to be less fair than Composite Option 1 because the weight put on payment PPC measures is based on

statewide proportion of expected PPCs instead of hospital-specific percentage of expected PPCs. Across Maryland
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hospitals and payment PPC measures, the average difference between the proportion of observed PPCs statewide and
hospital-specific percentage of expected PPCs was about 3 percentage points (e.g., 3% compared with 6%), thus
confirming that the Composite Option 3 methodology could be considered less representative of hospital-specific
performance or less fair. This average difference also could explain why reliabilities across iterations were somewhat

lower for Composite Option 3 than Composite Option 1.

Figure 8. MHAC Composite Weighting Hypothetical Example
Proportion of
Pct. of hospital’s statewide observed

Pct. of hospital’s  at-risk discharges PPCs
PPC At-risk Expected expected PPCs (Composite (Composite Option 3M Cost
Measure discharges @ PPCs (Composite Option 1) Option 2)

28 20,270 54 2.4% 12.7% 4.8% 0.45

42 20,294 10.2 4.5% 12.7% 7.3% 0.50
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Appendix V: Hospital MHAC Scores and Revenue Adjustments

Revenue Adjustments using Current Methodology Versus Composite Option 1 (FY 2024, No Hold Harmless Zone)

Hospital Current Methodology Current Methodology Current Methodology Composite Option = Composite Option 1 Composite Option 1
[») MHAC Score Revenue Adjustment (%) Revenue Adjustment ($) 1 MHAC Score Revenue(ﬁ/‘gjustment Revenue Adjustment ($)

210001 81% 0.56% $1,423,142 100% 2.00% $5,039,916
210002 62% -0.31% -$4,617,661 69% -0.36% -$5,302,059
210003 44% -0.80% -$2,485,564 46% -0.91% -$2,805,928
210004 68% -0.15% -$621,983 59% -0.60% -$2,473,805
210005 65% -0.23% -$590,242 68% -0.38% -$976,759
210008 58% -0.42% -$931,822 62% -0.53% -$1,161,392
210009 44% -0.80% -$14,607,773 35% “1.17% -$21,246,274
210011 80% 0.49% $1,246,330 91% 0.86% $2,203,369
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Hospital Current Methodology

Current Methodology

Current Methodology Composite Option

Composite Option 1

Composite Option 1

ID MHAC Score Revenue Adjustment (%) Revenue Adjustment ($) 1 MHAC Score Revenue(@c;justment Revenue Adjustment ($)
210012 82% 0.64% $3,323,176 100% 2.00% $10,380,258
210015 81% 0.56% $2,100,086 100% 2.00% $7,437,246
210016 81% 0.56% $1,371,722 100% 2.00% $4,857,817
210017 62% -0.31% -$90,870 96% 1.50% $433,517
210018 60% -0.37% -$353,352 61% -0.55% -$528,368
210019 72% -0.04% -$145,233 88% 0.49% $1,704,529
210022 65% -0.23% -$578,467 69% -0.36% -$897,973
210023 76% 0.19% $688,215 83% -0.03% -$99,947
210024 68% -0.15% -$402,570 99% 1.87% $5,020,432
210027 97% 1.77% $3,252,024 100% 2.00% $3,667,597
210028 72% -0.04% -$41,650 95% 1.37% $1,375,935
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Hospital Current Methodology Current Methodology Current Methodology Composite Option = Composite Option 1 Composite Option 1
ID MHAC Score Revenue Adjustment (%) Revenue Adjustment ($) 1 MHAC Score Revenue(@:;justment Revenue Adjustment ($)
210029 63% -0.29% -$1,350,580 68% -0.38% -$1,810,249
210032 86% 0.94% $799,222 100% 2.00% $1,696,058
210033 74% 0.04% $58,577 95% 1.37% $2,229,949
210034 95% 1.62% $2,080,350 100% 2.00% $2,564,689
210035 84% 0.79% $772,265 89% 0.61% $597,826
210037 66% -0.20% -$252,999 88% 0.49% $601,382
210038 67% -0.18% -$249,189 93% 1.12% $1,568,641
210039 67% -0.18% -$143,611 64% -0.48% -$387,451
210040 82% 0.64% $1,029,976 100% 2.00% $3,217,228
210043 74% 0.04% $117,117 86% 0.23% $762,629
210044 74% 0.04% $94,883 76% -0.19% -$510,532
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Hospital Current Methodology Current Methodology Current Methodology Composite Option = Composite Option 1 Composite Option 1
ID MHAC Score Revenue Adjustment (%) Revenue Adjustment ($) 1 MHAC Score Revenue(@:;justment Revenue Adjustment ($)

210048 55% -0.50% -$1,109,998 48% -0.86% -$1,892,453
210049 88% 1.09% $2,590,152 100% 2.00% $4,737,251
210051 72% -0.04% -$77,609 87% 0.36% $674,710
210056 91% 1.32% $2,463,763 100% 2.00% $3,732,568
210057 91% 1.32% $4,408,925 100% 2.00% $6,679,462
210058 96% 1.70% $1,374,710 100% 2.00% $1,619,362
210060 64% -0.26% -$97,883 78% -0.15% -$55,167
210061 56% -0.48% -$226,110 58% -0.62% -$294,751
210062 73% -0.01% -$30,054 100% 2.00% $4,218,428
210063 84% 0.79% $2,315,287 100% 2.00% $5,851,361
210064 98% 1.85% $1,260,000 100% 2.00% $1,362,957
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Hospital Current Methodology Current Methodology Current Methodology Composite Option = Composite Option 1 Composite Option 1

ID MHAC Score Revenue Adjustment (%) Revenue Adjustment () 1 MHAC Score Revenue Adjustment Revenue Adjustment ($)
(%)

210065 70% -0.10% -$90,785 83% -0.03% -$25,728
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Garrett Regional Medical Center
251 North Fourth Street
Oakland, MD 21550
March 27, 2025

Jon Kromm

Executive Director

Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215

RE: Maryland Hospital Acquired Conditions (MHAC) RY2027 Policy recommendations
Dear Mr. Kromm,

On behalf of Garrett Regional Medical Center (GRMC), | am writing in support of utilizing the updated
composite option one under the Draft MHAC RY2027 Policy. This updated PPC composite methodology
has been found to improve reliability and validity of PPC measurement. We were informed that this
new methodology may be put on hold, however we are in favor of this update methodology using a PPC
composite.

Garrett Regional Medical Center is being penalized through the current MHAC program because of the
volatility for small hospitals. The hospital only had one observed PPC in CY2023 and zero in CY2024, yet
we will be penalized under the current program with only two PPC measures evaluated. We have great
quality of care at GRMC, and it is not accurately reflected within the MHAC program.

| am requesting that the proposed MHAC modeling proposal move forward for RY2027. If this decision
cannot be agreed on for all hospitals, then | request that this modeling be implemented for small
hospitals separately, and the precedent for a separate model is already in place as we are currently
treated differently. | request that the current methodology for the smaller hospitals be changed, as it is
proven to be ineffective in that a hospital with a perfect record would be penalized in the program.

In truth, | maintain that GRMC has been consistently held to standard levels that are unattainable and
consistently been treated unfairly by the HSCRC with respect to at risk revenue for the quality programs.

If you have any questions or need additional information to evaluate our request, please feel free to
contact me at (301) 533-4173 or via email at mark.boucot@wvumedicine.org.

Sincerely,

W«\Sﬁ

Mark Boucot, MBA, FACHE
President and CEO

CC:
Alyson Schuster
Angela Maule
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JOHNS HOPKINS

M EDICI NE

March 27, 2025

Alyson Schuster, Ph.D.

Deputy Director, Quality Methodologies
Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Dr. Schuster,

On behalf of the Johns Hopkins Health System (JHHS) and its four Maryland hospitals, thank you for the
opportunity to provide input on the draft recommendation for the Rate Year (RY) 2027 Maryland
Hospital Acquired Conditions (MHAC) Policy. While JHHS understands the intent of the revised
methodology proposals and agrees that the methodology should be thoughtfully revised to reflect the
efforts and improved performance of hospitals on MHACs, JHHS would caution against substantive
methodology changes at this time.

JHHS recommends that HSCRC staff continues the current MHAC methodology for RY2027. This will
allow further and more comprehensive refinement and evaluation of the proposed methodologies.
Additionally, as Maryland transitions from the Total Cost of Care Model and into the future state, we
anticipate significant policy changes with implications for quality policies and methodologies. The
foundational policy and model elements should be established and finalized before any substantial
changes are made to specific quality policies to ensure alignment and efficiency.

JHHS thanks HSCRC staff for their thoughtful work on this recommendation, and looks forward to
further collaboration to evaluate these methodologies and related policies.

Sincerely,

e/

Peter M. Hill, MD, MS, FACEP
Senior Vice President of Medical Affairs
Johns Hopkins Health System
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Dr. James Elliott, Vice Chairman
Ricardo Johnson

Dr. Maulik Joshi

Adam Kane

Nicki McCann

Dr. Farzaneh Sabi

Jon Kromm
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allow further and more comprehensive refinement and evaluation of the proposed methodologies.
Additionally, as Maryland transitions from the Total Cost of Care Model and into the future state, we
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foundational policy and model elements should be established and finalized before any substantial
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Maryland
MedStar Health proposed MHAC policy
1 message
Patrick, Jonathan E <Jonathan.E.Patrick@medstar.net> Thu, Mar 27, 2025 at 4:08 PM

To: Jon Kromm -MDH- <jon.kromm@maryland.gov>

Cc: Alyson Schuster -MDH- <alyson.schuster@maryland.gov>, "princess.collins@maryland.gov"
<princess.collins@maryland.gov>, Dianne Feeney -MDH- <dianne.feeney@maryland.gov>, "Wood, Michael S"
<Michael.S.Wood@medstar.net>, "Fairbanks, Terry" <Terry.Fairbanks@medstar.net>

Dear Dr Kromm,

Our team at MedStar Health would like to share our perspective on the FY 2027 Maryland Hospital Acquired
Condition (MHAC) Program policies as discussed during the March 19, 2025, HSCRC Performance
Measurement Workgroup (PMWG) and March 12th Health Services Cost Review Commission Meeting. We
commend the HSCRC staff for the collaborative and careful approach they have taken toward continued
evaluation of the MHAC Program for the upcoming years.

We support the HSCRC Staff recommendation to transition to the Composite Option One methodology
which incorporates weightings that give PPC measures with greater expected PPCs at an individual hospital
a larger weight and removes the low case cutoffs used in the current methodology. This provides a more
comprehensive assessment of all hospitals (especially smaller hospitals) and it holds large and small
hospitals increasingly accountable for the PPCs that are most germane to their scope of care.

Thank you for your consideration of our perspective. Please let us know if we may provide further
clarifications and/or if you would like to discuss with our team.

Sincerely, Jonathan Patrick

Jonathan Patrick, MD, FACC

Vice President, Clinical Quality

he/him/his

MedStar Institute for Quality and Safety

https://mail.google.com/mail/u/0/?ik=753ff746f0&view=pt&search=all&permthid=thread-f:1827779247415367297%7Cmsg-f:1827779247415367297&si...
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March 27, 2025

Alyson Schuster, Ph.D.

Deputy Director, Quality Methodologies
Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215

Dear Dr. Schuster:

On behalf of the Maryland Hospital Association (MHA) and our member hospitals and health systems,
we appreciate the opportunity to provide comments to the Health Services Cost Review Commission
(HSCRC) on the draft policy proposal for the Rate Year (RY) 2027 Maryland Hospital Acquired
Conditions Program (MHAC) that was introduced in the March 2025 public meeting.

MHA commends HSCRC for developing a proposed MHAC methodology that could improve reliability
and better account for the unique needs of smaller community hospitals. Under the “Option 1 Composite
Methodology” proposed, the MHAC policy would increase reliability and validity of Potentially
Preventable Complications (PPC) measurement more than the current methodology. This methodology is
also projected to have more favorable outcomes for smaller hospitals which would support the goal to
create more financial sustainability for those organizations.

While the proposed PPC composite for MHAC could have these positive outcomes, there are also
concerns being raised about the methodology. The proposed composite methodology places an undue
burden on Academic Medical Centers (AMCs) by setting norms on unique surgeries, such as complex
bowel procedures, complex cardiac surgery, major spinal reconstruction/revision surgery, and
neurosurgery. This would create an environment where AMCs would incur greater penalties and have
limited opportunities to improve because of the uniquely complex nature of these procedures.

Recommendation

MHA recommends that HSCRC incorporate a hybrid approach in its final MHAC recommendation to
ensure the methodology considers the diverse hospital types and services being performed across the
state. A hybrid approach should allow smaller hospitals to be on the new PPC composite methodology
and also allow larger hospitals to remain on the existing MHAC program PPC methodology. This would
ensure fairness across all hospitals in Maryland and would not inadvertently or disproportionately
advantage or disadvantage any hospital type.

The MHAC policy plays an important role in improving Maryland’s care delivery system and will have
significant impacts on hospitals around the state. For these reasons, it is important to take time to ensure
the methodologies create opportunities for all hospitals to be successful.

MHA thanks the HSCRC Quality Team for its partnership and our member hospitals look forward to
continuing the collaboration on the MHAC program.

6820 Deerpath Road, Elkridge, MD 21075 = 410-379-6200 = www.mhaonline.org
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cc: Dr. Jon Kromm, Executive Director
Dr. Joshua Sharfstein, Chair
Dr. James Elliott
Ricardo Johnson
Dr. Maulik Joshi
Adam Kane
Nicki McCann
Dr. Farzaneh Sabi
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March 27, 2025

Alyson Schuster, PhD, MPH, MBA
Deputy Director, Quality Methodologies
Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Dr. Schuster:

On behalf of the University of Maryland Medical System (UMMS), we would like to express our
appreciation for the opportunity to provide feedback on the Draft Recommendation for the
Maryland Hospital Acquired Condition (MHAC) Program for Rate Year 2027. We value the HSCRC’s
continued efforts to improve hospital quality and patient safety, while ensuring fairness in
performance measurement across hospitals.

UMMS supports the proposed composite methodology that evaluates hospital performance based
on a Potentially Preventable Complication (PPC) composite, incorporating all payment PPCs
weighted by hospital-specific expected volume and Solventum (3M) cost weights as a proxy for
patient harm. We also recognize the importance of integrating statistical reliability into the program
to ensure meaningful and stable assessments of hospital performance.

In addition, UMMS recommends further data analysis to better enhance the policy after the initial
implementation of the composite methodology. We suggest collaborating with the UMMS and Johns
Hopkins Hospital System (JHHS) to further refine the program, ensuring it is fair for all hospital types.

These two academic medical centers perform specialized surgeries, such as oral/maxillofacial
(OMFS), spinal reconstruction and revision, abdominal aortic aneurysm (AAA) repairs, and complex
neurosurgery. Since UMMS and JHHS perform most of these types of procedures in the state, they
significantly influence expected values. This creates a methodology challenge, making it nearly

UNIVERSITY OF MARYLAND MEDICAL SYSTEM
University of Maryland Medical Center - University of Maryland Medical Center Midtown Campus ¢
University of Maryland Rehabilitation and Orthopaedic Institute « University of Maryland Baltimore Washington Medical Center ¢
University of Maryland Shore Regional Health - University of Maryland Shore Medical Center at Cambridge -
University of Maryland Shore Medical Center at Chestertown - University of Maryland Shore Medical Center at Easton -
University of Maryland Shore Emergency Center at Queenstown ¢
University of Maryland Charles Regional Medical Center « University of Maryland St. Joseph Medical Center ¢
University of Maryland Upper Chesapeake Health System - University of Maryland Upper Chesapeake Medical Center -
University of Maryland Upper Chesapeake Medical Center Aberdeen
University of Maryland Capital Region Health - University of Maryland Laurel Medical Center - University of Maryland Prince George’s Hospital Center »
Mt. Washington Pediatric Hospital


http://www.umms.org/
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impossible to achieve observed-to-expected ratios that would avoid penalties, as hospitals that
perform very few of these procedures set the threshold and benchmark.

Further enhancements may include (a) setting targets cohorts of hospitals that have similar patient
types; (b) restricting APR-DRG-SOIs (All Patient Refined Diagnosis-Related Groups - Severity of
lliness) in the model to common diagnoses across hospital types, similar to the Quality Based
Reimbursement (QBR) mortality program; and (c) acquiring data outside the state of Maryland for
comparison of academic medical centers.

We appreciate HSCRC’'s commitment to improving hospital quality while considering stakeholder
feedback, and we look forward to continued collaboration on refining the MHAC program to best
serve Maryland patients and healthcare institutions.

Thank you for your consideration. Please feel free to contact us with any questions or for further
discussion.

Sincerely,

Univérsity of Maryland Medical System

cc: Joshua Sharfstein, MD, Chairman Maulik Joshi, DrPH
Jon Kromm, Executive Director Ricardo R. Johnson
James Elliott, MD Nicki McCann, JD

Adam Kane Farzaneh Sabi, MD
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I Overview of RRIP Policy
e RRIP is one of several quality pay-for-performance initiatives that provide incentives for hospitals
to improve and maintain high-quality patient care and value over time.

o Policy evaluates hospitals on all-payer, all-condition, all-cause, 30-day inpatient readmissions.

o Hospital performance is assessed based on improvement during the performance period
compared to a base period and attainment during performance period.

o Policy holds 2 percent of hospital revenue at-risk based on the better of improvement or
attainment and there is an additional 0.5 percent potential reward for reductions in within

hospital disparities.
e Under the AHEAD model, Maryland is required to set an all-payer readmission goal.
o The RY2026 policy established a four-year improvement goal of 5 percent (CY22-CY26).

o Staff anticipate that after CY 2025 performance period, the RRIP policy will align with the
AHEAD model goal.

maryland

health services

cost review commission



I 2024-2025 Development Work: Post-COVID Improvement Concerns

e Various stakeholders have raised concerns about the use of CY 2022 as the set base period for which
improvement is assessed over multiple years.

o Concerns from stakeholders include CY 2022’s volume and readmission trends being an outlier,
high rates of COVID and differences in service mix that year, instability of using a single year as
base, high penalties in RY 2026 and that the degradation in performance in CY 2023 is already
being taken into account in RY2025.

e To address these concerns, staff analyzed volume and readmission trends using both all-payer and
Medicare data, and impact of COVID on readmission rates.

e Based on these analyses, staff propose that a two-year blended base period be used for RY 2027,
and retrospectively applied to RY 2026.

o New two year base period: CY 2022 and CY 2023
o Improvement target for RY 2027 policy: -3.78 percent in CY2025 compared to CY22/23

maryland

health services

cost review commission



I E\valuation of Base Period
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e CY22 volume and readmission rate are significantly

lower than during CY19, the CY23 volume was
slightly higher but the readmission rate increased
more dramatically.

As volume further increased in CY24 YTD, the
readmission rate decreased compared to CY23
indicating that there is not a clear relationship
between hospital volume and readmissions.

Staff analyzed removing index admissions during
Omicron surge in January and February of CY22;
results indicate the readmission rate doesn’t change
very much (i.e., 11.28% full year, 11.30% March-
December).

Maryland saw higher degradation in 2023 than the
nation based on Medicare CCW analysis.

It is difficult to establish whether CY22 or CY23 is an
anomaly, so blended base period is the most fair
option (and stable).
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I Stakeholder Feedback

For the RY 2027 draft RRIP policy, staff received 5 comment letters from
Stakeholder Blended stakeholders:
Base?
+ Blended two-year base period was focus of most of the feedback

Garrett x » Other concerns raised by stakeholders:

JHHS * Improvement target (JHHS, UMMS)
Medstar X « Out of State Adjustment and concern over transfers (Garrett,

Medstar)

MHA x » Excess Days in Acute Care measure in payment (JHHS)

UMMS X  Disparity gap concerns (JHHS)

Staff did not significantly modify the RY 2027 policy based on these concerns because a) the two year base period
is fairest option that does not build in degradation relative to the nation b) the improvement target with a CY22/CY23
base is reasonable goal based on moving Maryland towards being on par with benchmark peers c) the out-of-state
adjustment should not include transfers and is the best current method to assess readmissions that occur in other
states d) the EDAC measure has not been advanced for inclusion in payment policy and e) staff will work over next
year to better refine the disparity incentive to be more salient.

AP mary land
5cf health services 5
; cost review commission

Slides in appendix provide additional details on stakeholder concerns and staff responses.



Il Proposed Final Recommendations

1. Maintain the 30-day, all-cause readmission measure.

2. Improvement Target - Maintain the statewide 4-year improvement target of -5.0 percent through 2026
with a blended base period of CY 2022 and CY 2023

3. Retroactively apply a blended base period of CY 2022 and CY 2023 to the RY 2026 policy

4. Attainment Target - Maintain the attainment target whereby hospitals at or better than the 65th
percentile of statewide performance receive scaled rewards for maintaining low readmission rates.

5. Maintain maximum rewards and penalties at 2 percent of inpatient revenue.

6. Provide additional payment incentive (up to 0.50 percent of inpatient revenue) for reductions in within-
hospital readmission disparities. Scale rewards:

» beginning at 0.25 percent of IP revenue for hospitals on pace for 50 percent reduction in disparity
gap measure over 8 years, and;

« capped at 0.50 percent of IP revenue for hospitals on pace for 75 percent or larger reduction in
disparity gap measure over 8 years.

7. Monitor emergency department and observation revisits by adjusting readmission measure and
through the all-payer Excess Days in Acute Care measure. Consider future inclusion of ED and/or
observation stay revisits in the RRIP measure.




Appendix
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I Stakeholder Feedback: Blended Base Period

Garrett suggests that CY2022’s volume and readmission trends are an outlier and thus not an
accurate base for comparison.

JHHS is appreciative of staff considering changing the base for both RY26 and RY27; support a
blended base period but are not opposed to a CY23 base period for both RYSs.

MedStar believes that CY 2022 should not be used as base due to COVID and service mix
changes. They recommend CY23 for RY26 base; suggest multi-year base in RY27 (CY23/CY24)
and beyond may offer greater stability.

MHA recommends CY23 as base period for both RYs due to larger than expected readmission
improvements in RY 2024 and readmission rates returning to pre-pandemic levels in CY23.

UMMS recommends CY23 base for both RY26 and RY27 due to COVID impact on
admissions/service mix; suggests since unadjusted performance has improved in CY24 YTD
compared to the Nation, that the estimated penalties are too high and that the degradation in
performance in CY23 was taken into account in earlier RYs.

W maryland

k9 health services
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Il Stakeholder Feedback and Staff Response: Improvement Target

JHHS recommended staff consider reducing the improvement target to encourage and recognize
improvement in readmission performance.

UMMS recommended the improvement target be lowered for RY26 from -2.53% to -1.28% and
lowered for RY27 from -3.78% to -2.53% (i.e., improvement target moved one year back due to
change in base). UMMS also raised concern over CY2023 degradation already being penalized in
RY2025.

Staff Response:

Staff reassessed CY 2023 Medicare and Commercial benchmarks and believe that a 5%
improvement target (CY25 improvement = 3.78 percent) is still reasonable.

Policy was originally designed to use a set base period to assess performance over multiple years
so that large improvements early on that were maintained, could still receive improvement credit
even if a hospital did not yet meet attainment target.

« Staff can revisit this issue with stakeholders, but believe that there were benefits to hospitals
that improved and maintained the improvement in terms of rewards (or lower penalties) over
multiple years.

W maryland
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I Out of State (OOS) Adjustment

«  Garrett expressed concern that despite having a very low all-payer readmission rate, the adjustment
for out of state readmissions increases their readmissions rate such that they are being penalized.
Garrett is concerned that transfers may account for the high estimate of out of state readmissions.

« MedStar has also discussed with staff concerns about transfers out of state that return back to MD
being counted as readmissions. This would happen since the case-mix dataset doesn’t include the
out of state admission and therefore doesn’t treat the entire stay with transfers as one admission.

Staff Response:

- Patients who are transferred should be treated as if they had only one admission and it is the hospital
that discharges the patient that is held accountable in the readmission logic.

*  Out of State ratios are calculated using Medicare data and should not attribute an index admission to a
Maryland hospital if the patient was transferred (i.e., admitted same or next day at another hospital).

«  Staff are looking at CCW Medicare claims to identify cases being flagged as out of state readmissions
to ensure transfer logic is working correctly.

«  Staff will also use CCW medicare data, APCD, and Medicaid data to assess the impact of out of state
transfers that return to a MD hospital.

{ maryland
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I EDAC Measure and Use in Payment Incentive

JHHS expressed concerns with the EDAC measure and the potential unintended consequences of
limiting appropriate and needed care for more severe clinical conditions due the length of the
readmission being included in the EDAC measure. They also expressed that hospitals would be
penalized for both EDAC and RRIP, especially when patients came to the hospital through the ED.

Staff Response:

« Staff do not intend to propose the EDAC measure for payment incentive but remain concerned
about hospital revisits to ED and observation. Staff updated the recommendation to say that we
should consider future inclusion of revisits in the readmission measure instead of EDAC.

* Regarding specific concerns stated above:

» Clinical complexity is addressed by risk adjustment, which assesses the expected number
of post-discharge days for patients of a specific level of clinical complexity and compares
this to the actual post-discharge days.

+ To avoid double counting, if ED visits occur on the same day as observation or inpatient
stays, only the observation or inpatient stays are included in the measure numerator.

maryland
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Il RRIP Disparity Gap Measurement

JHHS expressed concern with only one or two hospitals receiving the disparity gap incentives and
recommend that staff reconsider the methodology and scale for the disparity gap reward.

Staff Response:

« Staff agrees that the disparity gap goals are ambitious, but the program was designed to be
such as it is a reward only program.

«  Staff will work with stakeholders to assess the methodology and targets.

« Specifically, over the next year, staff will reassess the methodology for calculating the
disparity gap to ensure improvements are recognized and provide the hospitals with
modeling that more clearly shows the impact of changes in readmissions on the
disparity gap.

-  Staff will also assess the improvement targets and scaling, while maintaining the
commitment of incentivizing hospitals that continuously make improvements in
reducing disparities by race, payer status, and ADI.

maryland
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Final Recommendation for the

Readmission Reduction Incentive
Program for Rate Year 2027

April 9, 2025

This document contains staff final recommendations for the RY 2027 Readmission Reduction Incentive
Program. The document also includes staff final recommendations on modifications to the RY 2026

Readmission Reduction Incentive Program.

P: 410.764.2605 . 4160 Patterson Avenue | Baltimore, MD 21215 . hscrc.maryland.gov
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List of Abbreviations

ADI Area Deprivation Index

AMA Against Medical Advice

APR-DRG All-patient refined diagnosis-related group
CMS Centers for Medicare & Medicaid Services
CMMI Center for Medicare and Medicaid Innovation
CRISP Chesapeake Regional Information System for Our Patients
CYy Calendar year

eCQM Electronic Clinical Quality Measure

EDAC Excess Days in Acute Care

FFS Fee-for-service

HCC Hierarchical Condition Category

HRRP Hospital Readmissions Reduction Program
HSCRC Health Services Cost Review Commission
HWR Hospital-Wide Readmission Measure

MCDB Medical Claims Database

MPR Mathematica Policy Research

MSA Metropolitan Statistical Area

NQF National Quality Forum

PAl Patient Adversity Index

PMWG Performance Measurement Workgroup

PQl Prevention Quality Indicators

RRIP Readmissions Reduction Incentive Program
RY Rate Year

SIHIS Statewide Integrated Healthcare Improvement Strategy
SOl Severity of iliness

TCOC Total Cost of Care

YTD Year-to-date
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Key Methodology Concepts and Definitions

Diagnosis-Related Group (DRG): A system to classify hospital cases into categories that are
similar in clinical characteristics and in expected resource use. DRGs are based on a patient’s
primary diagnosis and the presence of other conditions.

All Patients Refined Diagnosis Related Groups (APR-DRG): Specific type of DRG assigned
using 3M software that groups all diagnosis and procedure codes into one of 328 All-Patient
Refined-Diagnosis Related Groups.

Severity of lliness (SOI): 4-level classification of minor, moderate, major, and extreme that can
be used with APR-DRGs to assess the acuity of a discharge.

APR-DRG SOI: Combination of diagnosis-related groups with severity of iliness levels, such that
each admission can be classified into an APR-DRG SOl “cell” along with other admissions that
have the same diagnosis-related group and severity of illness level.

Observed/Expected Ratio: Readmission rates are calculated by dividing the observed number of
readmissions by the expected number of readmissions. Expected readmissions are determined
through case-mix adjustment.

Case-Mix Adjustment: Statewide rate for readmissions (i.e., normative value or “norm”) is
calculated for each diagnosis and severity level. These statewide norms are applied to each
hospital’s case-mix to determine the expected number of readmissions, a process known as
indirect standardization.

Prevention Quality Indicator (PQI): a set of measures that can be used with hospital inpatient
discharge data to identify quality of care for "ambulatory care sensitive conditions." These are
conditions for which good outpatient care can potentially prevent the need for hospitalization or for
which early intervention can prevent complications or more severe disease.

Area Deprivation Index (ADI): A measure of neighborhood deprivation that is based on the
American Community Survey and includes factors for the theoretical domains of income,
education, employment, and housing quality.

Patient Adversity Index (PAIl): HSCRC-developed composite measure of social risk
incorporating information on patient race, Medicaid status, and the Area Deprivation Index.

Excess Days in Acute Care (EDAC): Capture excess days that a hospital's patients spent in
acute care within 30 days after discharge. The measures incorporate the full range of post-
discharge use of care (emergency department visits, observation stays, and unplanned
readmissions).
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Policy Overview

Policy Objective

The quality programs operated
by the Health Services Cost
Review Commission, including
the Readmission Reduction
Incentive Program (RRIP), are
intended to drive
improvements in patient
outcomes and to ensure that
any incentives to constrain
hospital expenditures under
the Total Cost of Care Model
do not result in declining
quality of care on an all-payer
basis. Thus, HSCRC's quality
programs reward quality
improvements and
achievements that reinforce
the incentives of the Total Cost
of Care Model, while guarding
against unintended
consequences and penalizing
poor performance.

Policy Solution

The RRIP policy
is one of several
pay-for-
performance
quality
initiatives that
provide
incentives for
hospitals to
improve and
maintain high-
quality patient
care and value
over time.

Effect on Hospitals

The RRIP policy
currently holds up to 2
percent of hospital
revenue at-risk for
performance relative to
predetermined
attainment or
improvement goals on
readmissions occurring
within 30-days of
discharge, applicable to
all payers and all
conditions and causes.

Effect on
Payers/Consumers
This policy affects a
hospital’s overall
GBR and also
affects the rates
paid by payers at
that particular
hospital. The
HSCRC quality
programs are all-
payer in nature and
improve quality for
all patients that
receive care at the
hospital.

Effect on Health Equity

Currently, the RRIP policy
measures within-hospital
disparities in readmission rates,
using an HSCRC-generated
Patient Adversity Index (PAl), and
provides rewards for hospitals
that meet specified disparity gap
reduction goals. The broader
RRIP policy continues to reward
or penalize hospitals on the
better of improvement and
attainment, which incentivizes
hospitals to improve poor clinical
outcomes that may be correlated
with health disparities. Itis
important that persistent health
disparities are not made
permanent.
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Recommendations

These are the final recommendation for the Maryland Rate Year (RY) 2027 Readmission

Reduction Incentives Program (RRIP):

1. Maintain the all-payer, 30-day, all-cause readmission measure.

2. Improvement Target - Maintain the statewide 4-year improvement target of -5.0 percent
through 2026 with a blended base period of CY 2022 and CY 2023.

3. Retroactively apply a blended base period of CY 2022 and CY 2023 to the RY 2026 policy.

4. Attainment Target - Maintain the attainment target whereby hospitals at or better than the
65th percentile of statewide performance receive scaled rewards for maintaining low
readmission rates.

Maintain maximum rewards and penalties at 2 percent of inpatient revenue.
Provide additional payment incentive (up to 0.50 percent of inpatient revenue) for
reductions in within-hospital readmission disparities. Scale rewards:
a. beginning at 0.25 percent of IP revenue for hospitals on pace for 50 percent
reduction in disparity gap measure over 8 years, and;
b. capped at 0.50 percent of IP revenue for hospitals on pace for 75 percent or larger
reduction in disparity gap measure over 8 years.

7. Monitor emergency department and observation revisits by adjusting readmission
measure and through the all-payer Excess Days in Acute Care measure. Consider future
inclusion of ED and/or observation stay revisits in the RRIP measure.

8. Update the RRIP policy in future years to align with statewide AHEAD model goals for

readmissions.
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Introduction

Maryland hospitals are funded under a population-based revenue system with a fixed annual
revenue cap set by the Maryland Health Services Cost Review Commission (HSCRC or
Commission) under the All-Payer Model agreement with the Centers for Medicare & Medicaid
Services (CMS) beginning in 2014, and continuing under the current Total Cost of Care (TCOC)
Model agreement, which took effect in 2019. Under the global budget system, hospitals are
incentivized to shift services to the most appropriate care setting and simultaneously have
revenue at risk in Maryland’s unique, all-payer, pay-for-performance quality programs; this allows
hospitals to keep any savings they earn via better patient experiences, reduced hospital-acquired
infections, or other improvements in care. Maryland systematically revises its quality and value-
based payment programs to better achieve the state’s overarching goals: more efficient, higher
quality care, and improved population health. It is important that the Commission ensure that any
incentives to constrain hospital expenditures do not result in declining quality of care. Thus, the
Commission’s quality programs reward quality improvements and achievements that reinforce the
incentives of the global budget system, while guarding against unintended consequences and

penalizing poor performance.

The Readmissions Reduction Incentive Program (RRIP) is one of several quality pay-for-
performance initiatives that provide incentives for hospitals to improve patient care and value over
time that targets all-payer unplanned readmissions. While some hospital readmissions are
unavoidable, other hospital readmissions within 30 days result from ineffective initial treatment,
poor discharge planning, or inadequate post-acute care and result in poor patient outcomes and
financially strained healthcare institutions.” The RRIP currently holds up to 2 percent of hospital
revenue at-risk in penalties and rewards based on achievement of improvement or attainment
targets in 30-day case-mix adjusted readmission rates. In addition, the disparity gap component

of the RRIP policy rewards hospitals up to 0.5% of their IP revenue for reducing disparities in

' Rammohan R, Joy M, Magam S, et al. (May 15, 2023) The Path to Sustainable Healthcare: Implementing Care
Transition Teams to Mitigate Hospital Readmissions and Improve Patient Outcomes. Cureus 15(5): €39022.
doi:10.7759/cureus.39022
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readmissions based on race (Black vs Non-Black), ADI (high area deprivation vs low deprivation),

and Medicaid status (Medicaid beneficiary vs Non-Medicaid beneficiary).

For RRIP, as well as the other State hospital quality programs, updates are vetted with
stakeholders and approved by the Commission to ensure the programs remain aggressive and
progressive with results that meet or surpass those of the national CMS analogous programs
(from which Maryland must receive annual exemptions). For purposes of the RY 2027 RRIP Draft
Policy, staff vetted the updated proposed recommendations with the Performance Measurement
Workgroup (PMWG), the standing advisory group that meets monthly to discuss Quality policies.

This final policy recommends extending the four-year (2022-2026) improvement target that was
approved in the RY2027 policy. However, based on stakeholder concerns, staff has assessed
volume and readmission trends and is recommending that an updated two-year blended base
period be used to assess improvement for RY2027 and retrospectively for RY2026. In addition to
presenting these analyses, the assessment section of this policy also discusses the issue of
revisits to the emergency department/observation following an inpatient admission. This final
policy does not recommend any changes to the current case-mix adjustment readmission
measure and recommends no updates to the disparity gap measurement or goals for
improvement. In future years, the RRIP policy will be updated to align with the new AHEAD

model and any statewide readmission improvement targets.

Background

Brief History of RRIP program

Maryland made incremental progress each year throughout the All-Payer Model (2014-2018),
ultimately achieving the Model goal for the Maryland Medicare FFS readmission rate to be at or
below the unadjusted national Medicare readmission rate by the end of Calendar Year (CY) 2018.
Maryland historically performed poorly compared to the nation on readmissions; it ranked 50th

among all states in a study examining Medicare data from 2003-2004.2 In order to meet the All-

2 Jencks, S. F. et al., “Hospitalizations among Patients in the Medicare Fee-for-Service Program,” New England Journal
of Medicine Vol. 360, No. 14: 1418-1428, 2009.
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Payer Model Medicare requirements, the Commission approved the inaugural RRIP program in
April 2014 to further bolster the incentives to reduce unnecessary readmissions beyond the
incentives already inherent in the global budget system. Despite the Medicare FFS targets for the
State, CMMI requires the RRIP to address all-payer readmissions. . As recommended by the
Performance Measurement Work Group (PMWG), the RRIP is more comprehensive than its
federal counterpart, the Medicare Hospital Readmission Reduction Program (HRRP), as it uses
an all-cause, all-condition measure and assesses both improvement and attainment. Whereas,

HRRP uses Medicare-only condition specific readmission measures to assess attainment.®

With the onset of the Total Cost of Care Model (TCOC) Agreement, each program was
overhauled to ensure the policy supported the goals of the Model. For the RRIP policy, the
overhaul was completed during 2019, which entailed an extensive stakeholder engagement effort.
The major accomplishments of the RRIP redesign were modifications to the inclusion and
exclusion criteria for the readmission measure, development of a 5-year (2018-2023)
improvement target of -7.5 percent, adjustment of the attainment target based on national
Medicare and commercial benchmarks, and the addition of an incentive to reduce within hospital
disparities in readmissions. Subsequently, during CY2023, staff reassessed Maryland’s
performance on readmissions and developed a four-year (2022-2026) improvement target of 5
percent that was approved in the RY2026 policy. This improvement target was set using a range
of potential improvement scenarios (i.e., historical improvements trended forward) and updated

benchmarking for Medicare and Commercial payers nationally.

RRIP Methodology

Figure 1 provides an overview of the current RRIP methodology (also see Appendix I) that
converts hospital performance to payment adjustments. In Maryland, the RRIP methodology
evaluates all-payer, all-cause inpatient readmissions using the CRISP unique patient identifier to

track patients across Maryland hospitals. The readmission measure excludes certain types of

3 For more information on the HRRP, please see: https://www.cms.gov/Medicare/Medicare-Fee-for-Service-
Payment/AcutelnpatientPPS/Readmissions-Reduction-Program
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discharges (e.g., pediatric oncology, patients who leave against medical advice, rare diagnosis
groups) from consideration, due to data issues and clinical concerns. Readmission rates are
adjusted for case-mix using all-patient refined diagnosis-related group (APR-DRG) severity of
illness (SOI), and the policy determines a hospital’s score and revenue adjustment by the better of
improvement or attainment.* The disparity gap methodology is separate and provides hospitals

with the opportunity to earn rewards (no penalties) based on improvement.

4 See Appendix | for details on the current RRIP methodology.
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Figure 1. RRIP Methodology RY26

30-day, All-Cause

Readmission Measure

Measure Includes:
Readmissions within 30 days of Acute
Case Discharge:
« All-Payer
« All-Cause
« All-Hospital (both intra- and
inter- hospital)
« Chronic Beds
= IP-Psych and Specialty
Hospitals
+ Adult Oncology Discharges

Global Exclusions:

* Planned Admissions

* Same-day and Next-day Transfers

* Rehab Hospitals

» Discharges leaving Against
Medical Advice

* Deaths

* Pediatric Oncology Discharges

Performance Measure: CY 2024 Case-
mix Adjusted Readmission Rate,
adjusted for out-of-state readmissions
(Attainment); Reduction in Case-mix
Adjusted Readmission Rate from Base
Period (Improvement)

Case-mix Adjustment:

Expected number of unplanned
readmissions for each hospital are
calculated using the discharge APR-
DRG and severity of illness (SOI).

Observed Unplanned Readmissions
/ Expected Unplanned Readmissions
* Statewide Readmission Rate

CY2022 used to calculate statewide
averages (normative values), as well as
attainment benchmark/threshold

‘ Case-Mix Adjustment - Revenue Adjustments

Hospital RRIP revenue adjustments are
based on the better of attainment or
improvement, scaled between the Max
Reward and Max Penalty.

Scores Range from Max Penalty -2% &

Reward+2%
All Payer % IP Revenue
Readmission Rate Payment
Change CY22-24 Adjustment
[ a B

|Impr<wing 2.00%
-19.79% 2.00%

-11.16% 1.00% Improvement
Target -2.53% 0.00%
6.10% -1.00%
14.73% -2.00%
|Worsening -2.00%

All Payer Readmission Rate L2

cvza Inpatient
Revenue
Lower Rate 2.0%

Benchmark | 9.17% 2.00%

Attainment 10.09% 1.00%

Threshold 11.02% 0.00%

11.95% -1.00%

12.87% -2.00%

Higher Readmission Rate -2.0%

Patient Adversity Index (PAl)

The PAlI measure is continuous index
of readmission risk based on the
following patient factors:

* Medicaid status

* Race (Black vs. Non-Black)

* Area Deprivation Index Percentile

Within Hospital Disparity

Gap

Within hospital disparity gap is
calculated by a regression model that
estimates the slope of PAl at each
hospital after controlling for:

* Age

* Gender

* APR-DRG readmission risk

Disparity Gap Revenue

Adjustments
Reward only, scaled from
0.25-0.50%:
Disparity Gap Change |RRIP % Inpatient

CY 2018-2024 Rev.

On pace for_ 50% Reduction 0.25%
Gap in 8 Years

On pace for 75% Reduction 0.50%

Gap in 8 Years

Assessment

For RY 2027, the main policy decision is to determine the base period from which to assess

improvement for CY 2025 readmission rates. In order to assess the most appropriate base year

for improvement, this section assesses readmissions performance and provides improvement

scenarios for consideration. While there are no proposed changes to the readmission measure,

staff is recommending that additional analytics continue to be conducted over the coming year to

10
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assess hospital revisits to the emergency department and/or observation, which staff believes will
complement some of the other workstreams the Commission currently is engaging in to improve
emergency room length of stay and address concerns raised by CMMI about higher use of
observation status in Maryland. Finally, staff provides performance on the disparity gap measure

and recommends to continue this targeted focus on high adversity patients.

Current Statewide Year To Date Performance

Readmission performance is assessed in several ways. First, we present data on the unadjusted,
all-cause Medicare Readmission Rate (the original “Waiver Test”), which shows that Maryland
currently has a slightly lower unadjusted readmission rate than the nation. Next, Maryland and the
Nation’s performance on the CMMI adaptation of the Hospital-Wide Readmission measure for
Maryland is presented (the new “Waiver Test”). Last, we present the all-payer, case mix adjusted
readmission results used for the RRIP.

Medicare FFS Performance

At the end of 2018, Maryland had an unadjusted FFS Medicare readmission rate of 15.40 percent,
which was below the national rate of 15.45 percent. This is the measure that CMMI used to
assess Maryland’s successful performance on readmissions under the All-payer Model. Under
the TCOC model, Maryland is required to maintain a Medicare FFS readmission rate that is below
the nation. While the unadjusted Maryland Medicare rate was higher than the nation starting in
2021, the CY2024 YTD readmission data, which is presented in Figure 2, shows Maryland’s
readmission rate at 15.56 percent, which is slightly lower than the Nation’s performance at 15.63

percent.

Figure 2. Maryland and National Medicare FFS Unadjusted Readmission Rates

11
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Unadjusted Medicare Readmissions - Through October 2024
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Hospital Wide Readmission Measure Performance

Because of concerns about changes in acuity, CMMI agreed to switch to a risk-adjusted readmission
measure to compare Medicare performance in Maryland compared to the Nation. Below in Figure 3,
Maryland and the Nation’s performance on the CMMI adapted HWR measure is presented. The presented
statistic is the Standardized Risk Ratio which indicates how observed readmission rates compare to the
expected rates; a ratio less than 1 indicates lower than expected readmission rates. Since Maryland’'s SRR
and confidence intervals for all years® are below 1, the State performed better than the Nation within this
measure in CYs 2018-2023.

Figure 3. Maryland and National Medicare FFS Hospital-Wide Readmission Measure Performance

5 When this analysis was provided to Staff, Lewin was in the process of calculating 2018 confidence intervals, but the
2018 SRR was 0.9700, which is also better than the Nation’s.
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Standardized Readmission Ratio (SRR) Over Time- Nation vs
Maryland
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All-Payer Readmission Performance

Maryland has also performed well statewide over time on RRIP performance standards as shown
in Figure 4. In CY 2024 YTD All-payer, Medicare FFS, and Medicaid MCO readmission rates
were reduced by 7.82 percent, 8.11 percent and and 9.87 percent from CY2018 YTD,

respectively.
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Figure 4. Statewide Improvement in Case-Mix Adjusted Readmission Rates by Payer, December
2018 YTD through December 2024 Prelim YTD
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The RY 2026 RRIP program assesses improvement from CY 2022 to CY 2024, and attainment
performance in CY 2024 based on historical standards. As illustrated in Figure 5 below, 13
hospitals are on target to reach the improvement goal of a 2.53 percent reduction, and as shown
in Figure 6, 7 hospitals are on target to have a readmission rate below the attainment threshold of
11.02 percent. Hospitals performing well on both improvement and attainment will receive a
revenue adjustment equal to the better of these evaluations, in line with the policy aim of
simultaneously incentivizing excellent performance and constant improvement. Overall there are
only 16 unique hospitals on track to receive a scaled reward for CY 2024 performance, which
concerns staff given that the State performs better than the Nation on an unadjusted basis and
that the overall improved performance in Maryland relative to the Nation is not driven by
improvement of a few large facilities (i.e., some of the largest facilities have worse readmission

rates in 2024 than they did in CY 2022, thereby not skewing the statewide results positively). CY
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2024 YTD performance indicates that most hospitals are experiencing an increase in
readmissions from CY 2022 (N=25/43), as illustrated in Figure 5 below. Stakeholders expressed
concerns that the CY2022 base period had an unusually low readmission rate and requested that

the staff consider updating the base period to CY2023, as is discussed further in the next section.

Figure 5. By-Hospital Change in All-Payer Case Mix Adjusted Readmission Rates, 2022- 2024 YTD

Through December Preliminary
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Figure 6. By-Hospital Case Mix Adjusted Readmission Rates, YTD 2024

By Hospital Case-Mix Adjusted Readmission Attainment Rates,
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Base Period Concerns

Historically, readmission improvement has been measured over multiple years with a fixed base
(e.g., CY2013 was the base for CYs2014-2016 and CY2016 was the base for CYs2017-2018 in
the All-Payer Model, 2018 base for 2019-2023 in the TCOC Model). The fixed base was used to
address concerns that hospitals may not be able to make incremental annual improvements and
so that large improvements in one year that are maintained receive credit under the policy. In the
RY 2026 policy, a 5 percent improvement target over 4 years from 2022 base through the 2026
performance period was approved.

Under the RY 2026 policy, hospitals have worse performance in the RRIP than has been seen in
previous years and hospitals have raised whether using a fixed base year to assess improvement

(unlike other quality programs) is appropriate in general and whether CY 2022 is a representative

16



maryland

health services

cost review commission

year to use as the base in particular. Members of PMWG expressed concern with the use of CY

2022 as the base period due to its historically low volumes and low readmission rate, which is

illustrated in Figure 7 below.® While staff agrees the volumes are much lower in CY2022

compared to pre-pandemic levels, the volumes in CY2023 are also lower, but the readmission

rate is higher. Thus, staff is recommending a blended base period of CY 2022 and CY 2023 for

the RY 2027 policy, and to apply this base period retroactively to the RY 2026 policy. Additional

discussion on this issue is included in the Stakeholder Feedback section below. Future iterations

of the policy, which will have to consider rebasing due to a new statewide improvement goal, may

consider rebasing beyond CY 2022 and CY 2023 and whether the base period should be fixed or

advanced forward annually.

Figure 7. Statewide Case-Mix Adjusted Readmission Rate, CY 2018-2024 YTD

uuuuuuu

467,350

uuuuu

uuuuuuu

nnnnn

uuuuu

Eligible Discharges

uuuuuu

2018

Statewide Case-Mix Adjusted Readmission Rate and Volume

454,847

407,136 400,580

11.36%
11.35%

11.28%

2019 2020 2021 2022

I Eligible Discharges gz e-Mix Adjusted Rate

12.60%
12.40%
411,225 421,970

12.20%
12.00%

11.80%

11.60%

Readmission Rate

| 11.40%
11.48%

11.20%
11.00%

10.80%

10.60%
2023 2024 Dec Prelim

As shown below in Figure 8, both Maryland and the Nation experienced a degradation in

readmission rates in CY 2023 on both an unadjusted and risk-adjusted basis. The unadjusted

6 Due to the COVID-19 PHE, CY 2020 readmission performance has not been evaluated in RRIP policies and therefore
should not be considered as a potential base period.
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readmission rates are provided monthly by CMMI presented above. However, the risk-adjusted
rates presented here are calculated by the HSCRC using the CCW data using slightly different
risk-adjusters (e.g., Elixhauser comorbidity flags) due to data availability and not the CMMI
adapted HWR risk adjusted measure, as we do not have 2024 readmission rates under this

methodology at this time.

While both the Nation and the State saw a degradation in readmission rates from CY 2022 to CY
2023, the State saw a greater degradation while simultaneously performing worse than the Nation
in both years, which led staff to reject the idea of moving the base period to CY 2023. Staff
believes that blending CY 2022 and CY 2023 takes into account the secular degradation in
readmission rates that occurred in CY 2023 without excusing the worsening rates and poor
performance compared to the Nation. Further, blending CY 2022 and CY 2023 for the base period
provides more stable norms by using a longer time period to establish them; this approach was

approved in the RY 2021 MHAC policy to address an identical concern of unstable rates.”

Figure 8. Maryland and National Readmissions Performance, Unadjusted and Risk-Adjusted
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7 RY 2021 MHAC Policy, two year base period decision is detailed on pages 20-21.
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Statewide modeled revenue adjustments with base period of CY 2022 only, a blended two year
base period, and CY 2023 only base period for RY 2026 YTD and estimated RY 2027 are

presented below in Figure 9; hospital results are included in Appendix .

Figure 9. Statewide RY 2026 and RY 2027 Modeled Revenue Adjustments

RY 2026 YTD CY 2022 Base Period CY2022/2023 CY 2023 Base
Revenue Attainment Target: Blended Base Period
Adjustments 11.02% Period Attainment Target:
Improvemen(t) Target: - Attainment Target: 11.48%
2.53% 11.31% Improvement Target: -
Improvement Target: - 2.53%
2.53%
Net Adjustments ($), (%) | ~-$56M, -0.47% ~ -$34M, -0.30% ~-$4M, -0.03%
Penalties ($), (%) ~ -74M, -0.63% ~ -$53M, -0.45% ~-$32M, -0.27%
Rewards ($), (%) ~$18M, 0.15% ~18M, 0.15% ~$29M, 0.24%
RY 2027 Estimated | CY 2022 Base Period CY2022/2023 CY 2023 Base
Revenue Attainment Target: Blended Base Period
Adjustments 10.88% Period Attainment Target:
(difference between Improvemeng Target: - Attainment Target: 11.33%
RY26 YTD and these 3.78% 11.16% Improvement Target: -
estimates are Improvement Target: - 3.78%
improvement target) 3.78%
Net Adjustments ($), (%) | ~-$66M, -0.56% ~ -$49M, -0.41% ~-$23M, 0.19%
Penalties ($), (%) ~ -$82M, -0.70% ~ -$64M, -0.54% ~-$45M, -0.38%
Rewards ($), (%) ~16M, 0.14% ~$15M, 0.12% ~$22M, 0.18%
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Revisits to Emergency Department and Observation Stays

Improvement in readmission rates under the model should result in better patient experience.
However, the current readmission measure only counts a readmission if the patient returns to the
hospital and is admitted into an inpatient bed. Thus, revisits to the emergency department or for
an observation stay after an initial inpatient admission are not considered; revisits that occur after
an initial or index ED visit or an observation stay are also not considered. This potentially has an
impact on hospital throughput and ED boarding as ED hospital staff have anecdotally indicated
that they are doing more testing and diagnostics in the ED that previously may have been done
during the inpatient admission to determine whether an admission is really necessary. While this
might be appropriate clinically, if these revisits represent quality of care or care coordination
concerns, these are not being identified for payment incentives at this time (only exception is
PAU, which includes observation stays >=24 hours as inpatient stays). When staff looked at this
previously for just observation stays, we found that while readmission rates increased when
observation stays were included, the correlation between the readmission rates with and without
observation stays was 0.986 in 2018. More recently, staff have been working with MPR to
explore observation revisits on a risk-adjusted basis and continue to discuss with stakeholders
and experts the clinical rationale for observation use. Also, it should be noted that at this time the
national program does not include observation stays in their readmission measures. Thus, for RY
2027, staff recommends that the RRIP readmission measure remain an inpatient only measure.
However, staff is continuing to assess this issue to ensure that hospitals are not being rewarded
for “gaming” through use of observation, discuss clinical and operational factors impacting patient
status during revisits, and will continue to collaborate with CMMI to better understand observation
use in Maryland. As discussed below in the AHEAD section, the inclusion of observation is

recommended by CMMI so staff will need to address this concern in the coming year.

Excess Days in Acute Care (EDAC)

As discussed above, stakeholders remain concerned about emergency department and
observation revisits, especially given the global budget incentives to avoid admissions. Another

approach for addressing this issue would be to adopt the Excess Days in Acute Care measure
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into payment. The EDAC measure captures the number of days that a patient spends in the
hospital within 30 days of discharge, and includes emergency department and observation stays
by assigning ED visits a half-day length of stay and assigning observation hours rounded up to
half-day units.® Staff have worked with our methodological contractor to adapt the Medicare
Excess Days in Acute Care (EDAC) condition-specific measures to an all-cause, all-payer
measure for potential program adoption in future years. This work was completed and monitoring
reports for this measure are posted on the CRISP portal on a monthly basis for hospital
monitoring and input. However, the EDAC measure has been criticized by some PMWG
members because of the time element associated with the readmission. Specifically, the concern
is that readmissions with a longer length of stay (which would represent worse performance) may
indicate a less preventable readmission. While staff will consider this concern, it could also be
countered that a longer readmission represents a more serious quality of care issue from the

initial admission. As staff continue to assess observation revisits, EDAC should be monitored.

Digital Measures/Electronic Clinical Quality Measure (eCQM)

Under the Inpatient Quality Reporting program, CMS transitioned from the claims-based 30-day
Hospital Wide Readmission (HWR) measure to the digital Hybrid HWR measure. Initially, the
July, 1 2023-June 30, 2024 reporting of the hybrid measure for Medicare patients for Federal
Fiscal Year 2026 payment year was mandatory; however, CMS shifted the requirement to be
voluntary reporting, with mandatory reporting postponed to the July 2024 to June 2025 reporting
period. The HWR 30-day readmission hybrid measure merges electronic health record data
elements with a set of 13 Core Clinical Data Elements (CCDE) consisting of six vital signs and
seven laboratory test results; hospitals must map these 13 CCDE to the patient electronic health
record (EHR). The claims and CCDE data are then submitted and used to calculate measure
results. For the initial year beginning July 1, 2023, HSCRC required hospitals to submit the hybrid
HWR measure data to the State for Medicare patients. Beginning with July 1, 2024 discharges,

Maryland expanded the measure submission to include all-payers and patients aged 18 and

8 Additional information on the EDAC measures and methodology can be found here:
https://www.qualitynet.org/inpatient/measures/edac/methodology
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above. To prepare for this update, CRISP and Medisolv (CRISP’s digital measure subcontractor)
have updated the data collection infrastructure and are ready to receive data on the expanded
measure with the first submission scheduled to begin in January 2025. However, some hospitals
and stakeholders have previously signaled that some hospitals’ EHRs may not be ready to submit
data on the expanded measure. HSCRC staff will continue to monitor the issues voiced by
hospitals and identify strategies as needed to progress on expansion of the Hybrid measure, and
will also consider options for augmenting the RRIP all-payer measure with EHR data elements in

the future.

Reducing Disparities in Readmissions

Racial and socioeconomic differences in readmission rates are well documented®'® and have
been a source of significant concern among healthcare providers and regulators for years. In
Maryland, the 2018 readmission rate for Blacks was 2.6 percentage points higher than for whites,
and the rate for Medicaid enrollees was 3.4 points higher than for other patients. A 2019 Annals of
Internal Medicine paper co-authored by HSCRC staff' reported a 1.6 percent higher readmission
rate for patients living in neighborhoods with increased deprivation. Maryland hospitals, as well as
CMS and the Maryland Hospital Association, identify reduction in disparities as a key priority over
the near term. Thus, staff developed and the Commission approved adding a within-hospital

disparity gap improvement goal to the RRIP in RY2021.

Specifically, the RRIP within hospital disparity methodology assesses patient-level socioeconomic
exposure using the Patient Adversity Index (PAIl), a continuous measure that reflects exposure to
poverty, structural racism, and neighborhood deprivation. As shown in Figure 10, the relationship
between PAI and readmissions is then assessed for each hospital for the base and performance

period, and improvements in the slope of the line or in the difference in readmission rates at two

9 Tsai TC, Orav EJ, Joynt KE. Disparities in surgical 30-day readmission rates for Medicare beneficiaries by
race and site of care. Ann Surg. 2014;259(6):1086—1090. doi:10.1097/SLA.0000000000000326;

10 Calvillo-King, Linda, et al. "Impact of social factors on risk of readmission or mortality in pneumonia and
heart failure: systematic review." Journal of general internal medicine 28.2 (2013): 269-282.

11 Jencks, Stephen F., et al. "Safety-Net hospitals, neighborhood disadvantage, and readmissions under
Maryland's all-payer program: an observational study." Annals of internal medicine 171.2 (2019): 91-98.
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points on the line (e.g., PAlI = 1 vs PAl = 0) are compared for the base and performance period to
calculate improvement. Hospitals that improve on the within hospital disparity gap and improve
on overall readmissions, are eligible for a scaled reward up to 0.50 percent of inpatient revenue.
Additional information on the development of the within-hospital disparity metric can be found in
the RY 2021 RRIP policy.?

Figure 10. Hypothetical Example of Relationship between PAIl and Readmission Rates
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Patient Adversity Index, Hospital X

The RRIP disparity gap improvement goal was set through the end of the TCOC model (CY2026)
and aligns with one of the goals in the Statewide Integrated Improvement Strategy. The SIHIS

goal is to have half of eligible hospitals achieve a 50 percent reduction in readmission disparities.

2 RY 2021 RRIP Policy
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CY 2023 data shows that 22 hospitals saw a reduction in their within-hospital disparities in
readmissions, ranging from a 0.55% reduction to a 34.87% reduction, compared to CY 2018.
Through the RY2025 RRIP-Disparity Gap Program (CY 2023 performance), scaled rewards were
provided to two of these hospitals for reducing their disparities in readmissions by the required
minimum of 29.29 percent while simultaneously reducing their overall readmission rate, for a
statewide total of about $1.8 million in rewards. CY 2024 YTD data shows that 20 hospitals saw a
reduction in their within-hospital disparities in readmissions ranging from a 0.55% reduction to a
39.72% reduction, compared to CY 2018. Despite 20 hospitals reducing readmission disparities
from CY 2018, only 1 hospital achieved the disparity gap threshold for rewards (i.e., a reduction of
at least 35.16%).

The State remains committed to ensuring hospitals are advancing health equity by continuing to
financially incentivize reductions in disparities through the Readmissions Reduction Incentive
Program (RRIP) policy and other policies. The ability to set hospital payment incentives
specifically for advancing health equity is an important hallmark of the TCOC Model and
exemptions from national quality programs. In the RY 2026 Quality Based Reimbursement
program, this disparity gap methodology was adapted to the Timely Follow-Up post hospitalization
measure and the Commission approved financial incentives for reductions in disparities in follow

up for Medicare patients.

For RY 2027, the RRIP disparity gap draft recommendation uses the previously calculated

improvement targets pushed forward to CY 2025 performance.

AHEAD Model Considerations

The AHEAD model will begin on January 1st, 2026. As part of the AHEAD model, the state must
set Statewide Quality and Equity targets for five mandatory domains and one optional domain. As
shown in Table 1 below, CMMI has provided recommended measures for each of the domains.
Within the Utilization and Quality Domain, CMMI has recommended readmissions as the measure
and at this time the HSCRC and MDH are not proposing a different area of focus for this domain
(i.e., State is in agreement to focus on readmissions). However, CMMI has specifically

recommended that the National Committee for Quality Assurance’s Plan All-Cause Readmission
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(NCQA PCR) measure be used by AHEAD states to assess statewide performance over the 9-
year model. Currently, HSCRC staff are working with Maryland Department of Health, Maryland
Commission on Health Equity’s Data Advisory Committee, and contractors to review the NCQA
PCR measure specifications in comparison to the RRIP, CMS HWR measure, and the current
CMMI developed readmission measure for MD. Based on this assessment, the state will need to
pick a readmission measure and develop biannual statewide targets for improvement. The NCQA
readmission measure differs from the RRIP and HWR measure in that it includes observation
stays as eligible for a readmission and as a readmission from inpatient. Other differences include
differences in inclusion/exclusion criteria and risk adjustment approach. In addition, the data
source (claims from payers, HSCRC case-mix) for calculating the readmission measure needs to
be determined. Currently staff plan to assess whether it is feasible to use the NCQA
specifications with the HSCRC case-mix data with modifications. Staff are also working to
compare Medicare results using claims versus HSCRC case mix data. The advantage of using
HSCRC case mix data is that it is more timely than claims and is thus used for RRIP so that
hospitals can monitor progress during the performance year. However, CMMI will need to
approve any measure adaptations to the NCQA readmission measure, including changes to the
type of data used to calculate the measure, or approve the use of an alternative measure for this
domain through the process outlined in the CMMI contract with Maryland. Ultimately, the staff
believes that the RRIP measure and goals should be aligned with the statewide targets as much
as possible, while recognizing there may be reasons to have a more aggressive hospital target
(e.g., front loading of improvement, need to ensure statewide target is met). Thus, in future years,
staff recommends that the RRIP policy be updated to provide as much alignment as possible, set
goals for hospitals to try and ensure that the statewide improvement goal is met, while maintaining

the ability to provide hospitals with performance results during the performance period.

Table 1.
Domain Measure
1 Population Health e CDC HRQOL- 4 Health Days Core
Module
2 Prevention and Wellness e Colorectal Cancer Screening (CCS-
Choose at least 1 measure AD)
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e Breast Cancer Screening:
Mammography (BCS-AD)

3 Chronic Conditions e Controlling High Blood Pressure
Choose at least 1 measure (CBP-AD)

e Hemoglobin A1c Control for Patients
with Diabetes (HBDAD)

4 Behavioral Health e Use of Pharmocotheraphy for Opioid
Choose at least 1 measure Use Disorder
e Antidepressant Medication
Management (AMMAD)

e Follow-Up After Hospitalization for
Mental lliness (FUHAD)

e Follow-Up After ED Visit for
Substance Use

5 Health Care Quality and Utilization e Plan All-Cause Unplanned
Readmission (PCRAD)

Must choose at least 1 focus area

6 Focus Area 1- Maternal Health e Live Births Weighing Less Than 2500
Outcomes Grams (LBWCH)
Choose at least 1 measure e Prenatal and Postpartum Care:

Postpartum care (PPC-AD)

Focus Area 2- Prevention Measures e Adult Immunization Status

Choose at least 1 measure e Prevalence of Obesity

e Medical Assistance with Smoking and
Tobacco Use Cessation (MSC)

e ED Visits for Alcohol and Substance
Use Disorders

Focus Area 3- Social Drivers of e Food Insecurity
Health e Housing Quality

Choose at least 1 measure

Stakeholder Feedback and Staff Responses
Comment letters on the draft policy were received from the Johns Hopkins Hospital System
(JHHS), Garrett Regional Medical Center, and the Maryland Hospital Association (MHA), MedStar
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Health, and the University of Maryland Medical System (UMMS). Stakeholder feedback was also
provided through the PMWG. Specific input provided and staff responses are below.

Comments on RRIP base period

The feedback received on the RRIP base period strongly favored for the most part using CY2023
only as the base for RY2026 and RY2027. The concerns raised in the letters were specifically
around use of CY2022 in the blended base, as well as about maintaining a base period for
multiple years (i.e., not advancing the base year annually) and using only one year for the base.

Here are the comments from each letter:

e Garrett suggests that CY2022's volume and readmission trends are an outlier and thus not
an accurate base for comparison in future years.

e JHHS is appreciative of staff considering changing the base from CY 2022 for both RY26
and RY27. They are supportive of a blended CY 2022 and CY 2023 base period, but are
not opposed to a CY 2023 base period for both RY 2026 and RY 2027.

e MedStar strongly believes that CY2022 should not be used due to COVID and service mix
changes. They also recommend that multiple years be used for the base to increase
stability and during discussions have also suggested that the base period should be
moved forward annually (i.e., not remain static over multiple RYs). Specifically, they feel
that the program should be changed to use CY 2023 as the base period for RY 2026. For
RY 2027, they feel it would be reasonable to use a two-year base period (CY23/24) for
greater stability, but are not opposed to just using a CY 2023 base period and revisiting
the issue of a multi-year base and/or moving the base period forward in the future.

e MHA recommends using only CY2023 as the base period for both RYs. They cite larger
readmission improvements from CY2018 to CY2022 (RY2024) than were expected and
that readmission rates have started to return to pre-covid levels in CY2023.

e UMMS recommends the use of CY 2023 for the base period for both RY26 and RY27.
They provide information about the impact of COVID in CY2022 on admissions/service
mix and suggest since performance has improved in CY24 YTD for Maryland compared to

the nation, that the estimated penalties are too high. Lastly, they state that the
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degradation in performance in CY23 was taken into account in the RY2025 RRIP policy,
which had much higher penalties than RY2024.

Staff response

Staff believes that the two-year blended base period approach is the best option for both RY 2026
and RY 2027. As was shown in Figure 7 in the assessment section, both the volume of hospital
admissions and the readmission rates dropped significantly in 2020 compared to previous years.
While the CY2022 volume and readmission rate remained significantly lower than the CY2019
volume and readmission rate, in CY2023 the volume was only slightly higher than in CY2022 but
the readmission rate increased more significantly. Then, as volume further increased in CY2024
YTD, the readmission rate decreased compared to CY2023, again showing that there is not as
clear of a relationship between hospital admission volume and readmissions and that quality of
care could indeed have been worse in CY2023. However, stakeholders still posited that the
CY2022 readmission rate may have been low relative to 2023 due to COVID and specifically the
Omicron surge in early 2022. Staff analyzed the impact of removing index admissions during the
Omicron surge in January and February 2022. The results indicate that the readmission rate
does not change very much when those months are removed compared to the full calendar year
(i.e., the full CY 2022 readmission rate is 11.28% and the CY2022 readmission rate without
January and February is 11.30%). Because it is difficult to fully establish whether CY2022 or

CY2023 is an anomaly, staff believe the two-year blended base is the most fair.

The additional concern of using a static base period and then measuring improvement from that
base over multiple years can be reconsidered in future years (as well as whether multiple years
should be used). However, this original decision was made in consultation with hospitals to
provide credit for hospitals that had large improvements early on and maintain those
improvements but do not achieve the attainment target, thus receiving rewards for the same
improvement for multiple years. Furthermore, the static base also means that hospitals with a
decline in performance in one year are not rewarded in a subsequent year for improvements back
to where they were in the base. This was particularly important early in the model since Maryland

needed to improve for Medicare FFS relative to the nation. While staff are amenable to revisiting
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this issue, there were benefits to hospitals that improved and maintained that improvement in
terms of rewards (or lower penalties) over multiple years but that benefit also comes with the risk
that degradations in performance may also result in penalties for multiple years. Last, while it is
true the improvements in CY2022 may have been higher than anticipated, hospitals were

rewarded for that improvement.

Comments on Out of State (OOS) Adjustment

Garrett expressed concern that despite having a very low readmission rate within Maryland, that
the adjustment for out of state readmissions increases their readmission rate and believes that
transfers out of state may account for the high estimate of out of state readmissions. While not
mentioned in their comment letter, Medstar also discussed with staff concerns about transfers out
of state that subsequently transfer back to a Maryland hospital being counted as readmissions
since the case-mix dataset does not see the out of state admission and treat the entire stay with

transfers as one admission.
Staff Response

The RRIP policy accounts for readmissions that occur out of state by calculating the ratio of the
total readmission to the readmission rate that occurs within Maryland using the Medicare CCW
dataset. This ratio is then applied to the all-payer readmission rate for assessment of attainment
since otherwise border hospitals, where patients may be more likely to be readmitted outside the
state, would have lower readmission rates simply due to geography. In addition, both the RRIP
measure and the CCW readmission measure do not count direct transfers as readmissions but
instead treat admissions with a transfer as one admission. The hospital that transferred the
patient does not have that patient in their readmission denominator, but instead the hospital from
which the patient is ultimately discharged is assigned the index admission. Direct transfers are
defined as those with an admission date that is the same or up to one day after a previous
discharged date. Thus, the high out of state ratio for Garrett and other border hospitals is from
admissions that should occur out of state more than 2 days after discharge from the Maryland
hospital. However, this does not address the concern raised by Medstar. Medstar maintains that

there are patients that they transfer to an out of state hospital for a specific procedure and then
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bring them back to the local hospital within Maryland before they are discharged. These cases
within the HSCRC case mix data would be flagged as a readmission. And while this should not
be the case in the Medicare CCW data, there may be care patterns that are being missed by the
transfer logic that Garrett is seeing in their data. Thus, staff have begun to look at the CCW
medicare claims to identify cases being flagged as readmissions out of state and will work with
hospitals to validate or ensure the transfer logic is working correctly. Staff will also use the CCW
medicare data to assess the impact of out of state transfers that are repatriated back to a MD
hospital, and will also look into using the Medicaid and All-Payers Claims Database to assess the
issue for other payers as well. Future RRIP policy will provide results of these analyses and

recommendations to address any issues identified.

Comments on Reducing the Improvement Target

JHHS suggested that staff consider reducing the 5 percent improvement target to encourage and
recognize improvement in readmission performance. In addition, UMMS recommends reducing

the improvement target goals by one year for both RY26 (retrospectively) and RY27.
Staff Response

The approved RY 2026 policy set a 5% improvement target from CY 2022 through CY 2026. This
target was determined based on Medicare and Commercial benchmarks for CY 2022
performance. The CY 2023 Medicare and Commercial benchmarks were calculated and suggest
that a 5% improvement target is still reasonable. For example, for Maryland to achieve the 2023
Medicare FFS benchmarked rate for peer regions, there would need to be a 7-8 percent
improvement from current readmission. Given the benchmarks, and the proposal of a blended
base period with the degradation in readmission rates from CY 2022 to CY 2023, staff is
continuing to recommend a 5% improvement target through end of CY2026.. This translates into
an improvement goal for RY26/CY24 of 2.53 percent and RY27/CY25 of 3.78 percent.

Comments on RRIP Disparity Gap Measurement
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JHHS expressed concern with only one or two hospitals receiving the disparity gap incentives and
recommended that staff reconsider the methodology and scale for the disparity gap reward to

ensure policy recognizes improvements.
Staff Response

Staff agrees that the disparity gap goals are ambitious, but the program was designed to be such
as it is a reward only program. The purpose of this incentive is for hospitals to make continuous
improvements in their disparity gap, which requires the reward threshold to be increasingly more
difficult to achieve. However, as we transition to the AHEAD model, staff will work with
stakeholders with aims of assessing the methodology and targets. Specifically, over the next
year, staff will reassess the methodology for calculating the disparity gap to ensure improvements
are recognized and provide the hospitals with modeling that more clearly shows the impact of
changes in readmissions on the disparity gap. Staff will also assess the improvement targets and
scaling, while maintaining the commitment of incentivizing hospitals that continuously make

improvements in reducing disparities by race, payer status, and ADI.

Comments on EDAC Measurement and Use in Payment Incentive

JHHS expressed concerns with the EDAC measure and the potential unintended consequences
of limiting appropriate and needed care for more severe clinical conditions due the length of the
readmission being included in the EDAC measure. They also expressed that hospitals would be
penalized for both EDAC and RRIP, especially when patients came to the hospital through the
ED.

Staff Response

First, at this time, staff do not intend to propose the EDAC measure be implemented into
a payment incentive but remain concerned about hospital revisits to ED and observation.
Thus, staff has updated the recommendation to say that we should consider future
inclusion of revisits in the readmission measure. This is because CMMI has expressed

that they think observation stay revisits should be included into readmission evaluation as

31



 maryland

é’ health services

cost review commission

part of the ongoing assessment of Maryland readmissions. The specific concerns raised
by JHHS about the EDAC measure are below.

JHHS concerns about the excess days in acute care measure include: 1) penalizing
hospitals for clinical complexity as reflected in more days of post-discharge care could
result in limitation of care and 2) concern that EDAC and RRIP are duplicative, particularly
when patients come through the ED. First, the concern about clinical complexity is
addressed by risk adjustment, which assesses the expected number of post-discharge
days for patients of a specific level of clinical complexity and compares this to the actual
post-discharge days. Second, though EDAC includes readmissions, the measure
attempts to account for the full range of avoidable post-discharge use rather than focusing
only on inpatient readmissions and to account more accurately than the readmission
measure for the cost of post-discharge care by including both the length and number of
readmissions. To avoid double counting, if ED visits occur on the same day as
observation or inpatient stays, only the observation or inpatient stays are included in the
measure numerator. Staff do think that EDACs assessment of the severity of the
readmission and additional days in the hospital experienced by the patient, is important to

monitor.

Recommendations

These are the final recommendation for the Maryland Rate Year (RY) 2027 Readmission

Reduction Incentives Program (RRIP):

1. Maintain the all-payer, 30-day, all-cause readmission measure.

2. Improvement Target - Maintain the statewide 4-year improvement target of -5.0 percent
through 2026 with a blended base period of CY 2022 and CY 2023.

3. Retroactively apply a blended base period of CY 2022 and CY 2023 to the RY 2026 policy.
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4. Attainment Target - Maintain the attainment target whereby hospitals at or better than the
65th percentile of statewide performance receive scaled rewards for maintaining low
readmission rates.

Maintain maximum rewards and penalties at 2 percent of inpatient revenue.
Provide additional payment incentive (up to 0.50 percent of inpatient revenue) for
reductions in within-hospital readmission disparities. Scale rewards:
a. beginning at 0.25 percent of IP revenue for hospitals on pace for 50 percent
reduction in disparity gap measure over 8 years, and,;
b. capped at 0.50 percent of IP revenue for hospitals on pace for 75 percent or larger
reduction in disparity gap measure over 8 years.

7. Monitor emergency department and observation revisits by adjusting readmission
measure and through the all-payer Excess Days in Acute Care measure. Consider future
inclusion of ED and/or observation stay revisits in the RRIP measure.

8. Update the RRIP policy in future years to align with statewide AHEAD model goals for

readmissions.
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Appendix . RRIP Readmission Measure and Revenue
Adjustment Methodology

Introduction: RRIP Redesign Subgroup

As part of the ongoing evolution of the All-Payer Model's pay-for-performance programs to further bring
them into alignment under the Total Cost of Care Model, HSCRC convened a work group to evaluate the
Readmission Reduction Incentive Program (RRIP). The work group consisted of stakeholders, subject
matter experts, and consumers, and met six times between February and September 2019. The work group
focused on the following six topics, with the general conclusions summarized below:

1. Analysis of Case-mix Adjustment and trends in Eligible Discharges over time to address concern of
limited room for additional improvement;
- Case-mix adjustment acknowledges increased severity of illness over time
- Standard Deviation analysis of Eligible Discharges suggests that further reduction in
- readmission rates is possible
2. National Benchmarking of similar geographies using Medicare and Commercial data;
- Maryland Medicare and Commercial readmission rates and readmissions per capita are on
par with the nation
3. Updates to the existing All-Cause Readmission Measure;
- Remove Eligible Discharges that left against medical advice (~7,500 discharges)
- Include Oncology Discharges with more nuanced exclusion logic
- Analyze out-of-state ratios for other payers as data become available
4. Statewide Improvement and Attainment Targets under the TCOC Model;
- 7.5 percent Improvement over 5 years (2018-2023)
- Ongoing evaluation of the attainment threshold at 65th percentile
5. Social Determinants of Health and Readmission Rates; and
- Methodology developed to assess within-hospital readmission disparities
6. Alternative Measures of Readmissions
- Further analysis of per capita readmissions as broader trend; not germane to the RRIP
policy because focus of evaluation is clinical performance and care management post-
discharge
- Observation trends under the All-Payer Model to better understand performance given
variations in hospital observation use; future development will focus on incorporation of
Excess Days in Acute Care (EDAC) measure in lieu of including observations in RRIP
policy
- Electronic Clinical Quality Measure (eCQM) may be considered in future to improve risk
adjustment
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Methodology Steps

1) Performance Metric

The methodology for the Readmissions Reduction Incentive Program (RRIP) measures performance using
the 30-day all-payer all hospital (both intra- and inter-hospital) readmission rate with adjustments for patient
severity (based upon discharge all-patient refined diagnosis-related group severity of illness [APR-DRG
SOIl]) and planned admissions.'® Unique patient identifiers from CRISP are used to be able to track
patients across hospitals for readmissions.

The measure is similar to the readmission rate that is calculated by CMMI to track Maryland performance
versus the nation, with some exceptions. The most notable exceptions are that the HSCRC measure
includes psychiatric patients in acute care hospitals, and readmissions that occur at specialty hospitals. In
comparing Maryland’s Medicare readmission rate to the national readmission rate, the Centers for Medicare
& Medicaid Services (CMS) will calculate an unadjusted readmission rate for Medicare beneficiaries. Since
the Health Services Cost Review Commission (HSCRC) measure is for hospital-specific payment purposes,
an additional adjustment is made to account for differences in case-mix. See below for details on the
readmission calculation for the RRIP program.

2) Inclusions and Exclusions in Readmission Measurement

e Planned readmissions are excluded from the numerator based upon the CMS Planned
Readmission Algorithm V. 4.0. The HSCRC has also added all vaginal and C-section deliveries
and rehabilitation as planned using the APR-DRGs, rather than principal diagnosis.' Planned
admissions are counted as eligible discharges in the denominator, because they could have an
unplanned readmission.

Discharges for newborn APR-DRG are removed. 1®
Exclude bone marrow transplants and liquid tumor patients by making these discharges not
eligible to have an unplanned readmission or count as an unplanned readmission.

e Exclude patients with a discharge disposition of Left Against Medical Advice (PAT_DISP = 71,
72, or 73 through FY 2018; 07 FY 2019 onward)

e Rehabilitation cases as identified by APR-860 (which are coded under ICD-10 based on type of
daily service) are marked as planned admissions and made ineligible for readmission after
readmission logic is run.

e Admissions with ungroupable APR-DRGs (955, 956) are not eligible for a readmission, but can
be a readmission for a previous admission.

13 Planned admissions defined under [CMS Planned Admission Logic version 4 — updated March 2018].

4 Rehab DRGs: 540, 541, 542, 560, and 860; OB Deliveries and Associated DRGs: 580, 581, 583, 588, 589, 591,
593, 602, 603, 607, 608, 609, 611, 612, 613, 614, 621, 622, 623, 625, 626, 630, 631, 633, 634, 636, 639, 640, and 863.
5 Newborn APR-DRGs: 580, 581, 583, 588, 589, 591, 593, 602, 603, 607, 608, 609, 611, 612, 613, 614, 621, 622,
623, 625, 626, 630, 631, 633, 634, 636, 639, 640, and 863.

16 Bone Marrow Transplant: Diagnosis code Z94.81 or CCS Procedure code 64; Liquid Tumor: Diagnosis codes
C81.00-C96.0. See section below for additional details on the oncology logic.
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APR-DRG-SOI categories with less than two discharges statewide are removed.

A hospitalization within 30 days of a hospital discharge where a patient dies is counted as a
readmission; however, the readmission is removed from the denominator because the case is
not eligible for a subsequent readmission.

e Admissions that result in transfers, defined as cases where the discharge date of the admission
is on the same or next day as the admission date of the subsequent admission, are removed
from the denominator. Thus, only one admission is counted in the denominator, and that is the
admission to the transfer hospital (unless otherwise ineligible, i.e., died). It is the second
discharge date from the admission to the transfer hospital that is used to calculate the 30-day
readmission window.

e Beginning in RY 2019, HSCRC started discharges from chronic beds within acute care
hospitals.

e In addition, the following data cleaning edits are applied:

o Cases with null or missing CRISP unique patient identifiers (EIDs) are removed.

o Duplicates are removed.

o Negative interval days are removed.
HSCRC staff is revising case-mix data edits to prevent submission of duplicates and
negative intervals, which are very rare. In addition, CRISP EID matching benchmarks
are closely monitored. Currently, hospitals are required to make sure 99.5 percent of
inpatient discharges have a CRISP EID.

Additional Details on Oncology Logic:

Flow Chart for Revised Oncology Logic
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*ltems that are bolded are adaptations from NQF measure

This updated logic replaces the RY 2021 measure logic that removes all oncology DRGs from the dataset,
such that an admission with an oncology DRG cannot count as a readmission or be eligible to have a
readmission.
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Step 1: Exclude discharges where patients have a bone marrow transplant procedure, bone
marrow transplant related diagnosis code, or liquid tumor diagnosis. This logic varies from the NQF
cancer hospital measure which risk-adjusts for bone marrow transplant and liquid tumors. HSCRC
staff recommended removing these discharges (similar to current DRG exclusion) because the
current indirect standardization approach did not allow for additional risk-adjustment but based on
conversations with clinicians staff agreed these cases were significantly more complicated and at-
risk for an unpreventable readmission.

Step 2: Flag discharges with a primary malignancy diagnosis to apply cancer specific logic for
determining readmissions. This varies from the NQF cancer hospital measure that flags patients
with primary or secondary malignancy diagnosis being treated in a cancer specific hospital. Staff
think we should only flag those with a primary diagnosis since in a general acute care hospital there
may be differences in the types of patients with a secondary malignancy diagnosis. Further, we
remove the bone marrow and liquid tumor discharges regardless of malignancy diagnosis, thus
ensuring the most severe cases are removed. Last, our initial analyses did not show a large impact
on overall hospital rates when primary vs primary and secondary malignancies were flagged. It
should be noted however that the current modeling in this policy uses readmission rates where both
primary and secondary are flagged.

Step 3: Flag planned admissions using additional criteria beyond the CMS planned admission
logic:

a) Nature of admission of urgent or emergent considered unplanned, all other nature of
admission statuses are planned
b) Any admission with primary diagnosis of chemotherapy or radiation is considered planned
c) Any admission with primary diagnosis of metastatic cancer is not considered preventable,
and thus gets excluded from being a readmission
In step 3, admissions are deemed not eligible to be a readmission but they are eligible to have a
subsequent unplanned readmission.

3) Details on the Calculation of Case-Mix Adjusted Readmission Rate

Data Source:

To calculate readmission rates for RRIP, inpatient abstract/case-mix data with CRISP EIDs (so that patients
can be tracked across hospitals) are used for the measurement period, with an additional 30 day runout. To
calculate the case-mix adjusted readmission rate for CY 2023 performance period, data from January 1
through December 31, plus 30 days in January of the next year are used. CY 2022 data are used to
calculate the normative values, which are used to determine a hospital’s expected readmissions, as
detailed below.
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Please note that, the base year readmission rates are not “locked in”, and may change if there are CRISP
EID or other data updates. The HSCRC does not anticipate changing the base period data, and does not
anticipate that any EID updates will change the base period data significantly; however, the HSCRC has
decided the most up-to-date data should be used to measure improvement. For the performance period,
the CRISP EIDs are updated throughout the year, and thus, month-to-month results may change based on
changes in EIDs.

SOFTWARE: APR-DRG Version 42 for CY 2018-CY 2025.

Calculation:

Case-Mix Adjusted (Observed Readmissions)
Readmission Rate = * Statewide Base Year
Readmission Rate (Expected Readmissions)

Numerator: Number of observed hospital-specific unplanned readmissions.

Denominator: Number of expected hospital specific unplanned readmissions based upon discharge APR-
DRG and Severity of lliness. See below for how to calculate expected readmissions, adjusted for APR-DRG
SOl.

Risk Adjustment Calculation:
Calculate the Statewide Readmission Rate without Planned Readmissions.

o Statewide Readmission Rate = Total number of readmissions with exclusions removed /
Total number of hospital discharges with exclusions removed.

For each hospital, enumerate the number of observed, unplanned readmissions.

For each hospital, calculate the number of expected unplanned readmissions at the APR-DRG SOl
level (see Expected Values for description). For each hospital, cases are removed if the discharge
APR-DRG and SOl cells have less than two total cases in the base period data.

Calculate at the hospital level the ratio of observed (O) readmissions over expected (E) readmissions. A
ratio of > 1 means that there were more observed readmissions than expected, based upon a
hospital’s case-mix. A ratio of < 1 means that there were fewer observed readmissions than
expected based upon a hospital’s case-mix.

Multiply the O/E ratio by the base year statewide rate, which is used to get the case-mix adjusted
readmission rate by hospital. Multiplying the O/E ratio by the base year state rate converts it into a
readmission rate that can be compared to unadjusted rates and case-mix adjusted rates over time.

Expected Values:
The expected value of readmissions is the number of readmissions a hospital would have experienced had
its rate of readmissions been identical to that experienced by a reference or normative set of hospitals,
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given its mix of patients as defined by discharge APR-DRG category and SOl level. Currently, HSCRC is
using state average rates as the benchmark.

The technique by which the expected number of readmissions is calculated is called indirect
standardization. For illustrative purposes, assume that every discharge can meet the criteria for having a
readmission, a condition called being “eligible” for a readmission. All discharges will either have zero
readmissions or will have one readmission. The readmission rate is the proportion or percentage of
admissions that have a readmission.

The rates of readmissions in the normative database are calculated for each APR-DRG category and its
SOl levels by dividing the observed number of readmissions by the total number of eligible discharges. The
readmission norm for a single APR-DRG SOl level is calculated as follows:

Let:

N = norm

P = Number of discharges with a readmission

D = Number of eligible discharges

i = An APR DRG category and a single SOl level

For this example, the expected rate is displayed as readmissions per discharge to facilitate the calculations
in the example. Most reports will display the expected rate as a rate per one thousand.

Once a set of norms has been calculated, the norms are applied to each hospital’'s DRG and SOI
distribution. In the example below, the computation presents expected readmission rates for a single
diagnosis category and its four severity levels. This computation could be expanded to include multiple
diagnosis categories, by simply expanding the summations.
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Consider the following example for a single diagnosis category.

Expected Value Computation Example — Individual APR-DRG

A B Cc D E F
Severity of . . Discharges | Readmissions Normative Expected # of
Eligible . . .. .
lliness Discharges with per Discharge | Readmissions | Readmissions
Level Readmission (C/B) per Discharge (A*E)
1 200 10 .05 .07 14.0
2 150 15 10 .10 15.0
3 100 10 10 .15 15.0
4 50 10 .20 .25 12.5
Total 500 45 .09 56.5

For the diagnosis category, the number of discharges with a readmission is 45, which is the sum of
discharges with readmissions (column C). The overall rate of readmissions per discharge, 0.09, is
calculated by dividing the total number of eligible discharges with a readmission (sum of column C) by the
total number of discharges at risk for readmission (sum of column B), i.e., 0.09 = 45/500. From the
normative population, the proportion of discharges with readmissions for each severity level for that
diagnosis category is displayed in column E. The expected number of readmissions for each severity level
shown in column F is calculated by multiplying the number of eligible discharges (column B) by the
normative readmissions per discharge rate (column E) The total number of readmissions expected for this
diagnosis category is the sum of the expected numbers of readmissions for the 4 severity levels.

In this example, the expected number of readmissions for this diagnosis category is 56.5, compared to the
actual number of discharges with readmissions of 45. Thus, the hospital had 11.5 fewer actual discharges
with readmissions than were expected for this diagnosis category. This difference can also be expressed as
a percentage or the O/E ratio.

4) Revenue Adjustment Methodology

The RRIP assesses improvement in readmission rates from base period, and attainment rates for the
performance period with an adjustment for out-of-state readmissions. The policy then determines a
hospital’s revenue adjustment for improvement and attainment and takes the better of the two revenue
adjustments, with scaled rewards of up to 2 percent of inpatient revenue and scaled penalties of up to 2
percent of inpatient revenue. The figure below provides a high level overview of the RY 2026 RRIP
methodology for reference.
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30-day, All-Cause

Readmission Measure

Measure Includes:
Readmissions within 30 days of Acute
Case Discharge:
«  All-Payer
« All-Cause
+ All-Hospital (both intra- and
inter- hospital)
« Chronic Beds
= IP-Psych and Specialty
Hospitals
« Adult Oncology Discharges

Global Exclusions:

* Planned Admissions

* Same-day and Next-day Transfers

* Rehab Hospitals

» Discharges leaving Against
Medical Advice

* Deaths

* Pediatric Oncology Discharges

- Case-Mix Adjustment

Performance Measure: CY 2024 Case-
mix Adjusted Readmission Rate,
adjusted for out-of-state readmissions
(Attainment); Reduction in Case-mix
Adjusted Readmission Rate from Base
Period (Improvement)

Case-mix Adjustment:

Expected number of unplanned
readmissions for each hospital are
calculated using the discharge APR-
DRG and severity of illness (SOI).

Observed Unplanned Readmissions
/ Expected Unplanned Readmissions
* Statewide Readmission Rate

CY2022 used to calculate statewide
averages (normative values), as well as
attainment benchmark/threshold

- Revenue Adjustments

Hospital RRIP revenue adjustments are
based on the better of attainment or
improvement, scaled between the Max
Reward and Max Penalty.

Scores Range from Max Penalty -2% &

Reward+2%
All Payer % IP Revenue
Readmission Rate Payment
Change CY22-24 Adjustment
[ a B
|Impﬂwing 2.00%
-19.79% 2.00%
-11.16% 1.00% Improvement

[Target | -2.53% 0.00%
6.10% -1.00%
14.73% -2.00%
[ ing -2.00%

RRIP %
All Payer Readmission Rate Inpatient

G Revenue

Lower Readmission Rate 2.0%

Benchmark 9.17% 2.00%

Attainment 10.09% 1.00%
Threshold 11.02% 0.00%

11.95% -1.00%

12.87% -2.00%

Higher Readmission Rate -2.0%
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Appendix Il. Modelled RY 2026 and RY 2027 Revenue Adjustments

RY 2026 YTD Modelled Revenue Adjustments, CY 2022 Base Period vs CY 2022 & 2023 Base Period vs CY 2023

CY 2022 Base

CY22/23 Blended Base

CY 2023 Base

HOSPITAL HOSPITAL FY 24 Estimated $ Better of RY 26 Prelim % $ Better of RY 26 Prelim % $ Better of RY 26 Prelim %
ID NAME Permanent Attainment or Revenue Attainment or Revenue Attainment or Revenue
Inpatient Revenue Improvement Adjustment Improvement Adjustment Improvement Adjustment
210001 Meritus $251,995,786 -$2,696,355 -1.07% -$2,393,960 -0.95% $1,215 0.00%
210002 UMMS- UMMC $1,473,072,120 -$13,846,878 -0.94% -$5,450,367 -0.37% -$579,764 -2.00%
210003 UMMS- Capital $309,492,831 -$680,884 -0.22% $464,239 0.15% $2,677,419 1.43%
Region
210004 Trinity - Holy $413,940,590 -$4,346,376 -1.05% -$3,684,071 -0.89% $151,248 2.00%
Cross
210005 Frederick $254,562,530 -$381,844 -0.15% -$1,603,744 -0.63% $2,472,349 2.00%
210008 Mercy $220,664,524 -$3,199,636 -1.45% -$2,030,114 -0.92% $1,034,414 1.06%
210009 JHH- Johns $1,818,903,395 -$5,274,820 -0.29% -$3,637,807 -0.20% $618,986 0.20%
Hopkins
210011 St. Agnes $254,764,484 $1,120,964 0.44% -$101,906 -0.04% -$1,008,546 -1.05%
210012 Lifebridge- Sinai $519,012,883 -$4,982,524 -0.96% -$4,515,412 -0.87% $41,561 0.11%
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CY 2022 Base

CY22/23 Blended Base

CY 2023 Base

HOSPITAL HOSPITAL FY 24 Estimated $ Better of RY 26 Prelim % $ Better of RY 26 Prelim % $ Better of RY 26 Prelim %
ID NAME Permanent Attainment or Revenue Attainment or Revenue Attainment or Revenue
Inpatient Revenue Improvement Adjustment Improvement Adjustment Improvement Adjustment
210015 MedStar- Franklin | $371,862,302 -$6,544,777 -1.76% -$4,536,720 -1.22% $512,445 0.51%
Square
210016 Adventist- White $242,890,872 -$922,985 -0.38% -$48,578 -0.02% -$145,665 -0.18%
Oak
210017 Garrett $28,988,189 -$579,764 -2.00% -$579,764 -2.00% $3,016,176 1.43%
210018 MedStar- $96,052,028 -$1,258,282 -1.31% -$1,181,440 -1.23% -$3,439,923 -1.03%
Montgomery
210019 Tidal- Peninsula $350,375,491 $4,169,468 1.19% $4,134,431 1.18% $0 0.00%
210022 JHH- Suburban $249,484,035 -$99,794 -0.04% $948,039 0.38% $1,820,045 0.69%
210023 Luminis- Anne $367,930,454 -$2,943,444 -0.80% -$3,164,202 -0.86% $6,061,496 1.73%
Arundel
210024 MedStar- Union $267,917,283 -$3,188,216 -1.19% -$1,366,378 -0.51% -$170,762 -0.36%
Mem
210027 Western Maryland | $183,379,829 -$696,843 -0.38% -$825,209 -0.45% -$8,249,204 -0.56%
210028 MedStar- St. $100,479,485 $1,969,398 1.96% $1,406,713 1.40% $1,283,659 0.70%
Mary's
210029 JHH- Bayview $471,786,218 -$2,736,360 -0.58% -$3,208,146 -0.68% -$712,775 -0.28%
210030 UMMS- $7,562,394 $151,248 2.00% $151,248 2.00% $1,846,182 0.74%
Chestertown
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CY 2022 Base

CY22/23 Blended Base

CY 2023 Base

HOSPITAL HOSPITAL FY 24 Estimated $ Better of RY 26 Prelim % $ Better of RY 26 Prelim % $ Better of RY 26 Prelim %
ID NAME Permanent Attainment or Revenue Attainment or Revenue Attainment or Revenue
Inpatient Revenue Improvement Adjustment Improvement Adjustment Improvement Adjustment
210032 ChristianaCare, $84,802,922 $678,423 0.80% $474,896 0.56% -$2,605,488 -1.10%
Union
210033 Lifebridge- Carroll | $162,844,959 -$602,526 -0.37% -$65,138 -0.04% -$2,574,599 -0.88%
210034 MedStar- Harbor $128,234,465 -$1,782,459 -1.39% -$1,141,287 -0.89% -$1,200,428 -0.29%
210035 UMMS- Charles $97,586,229 $800,207 0.82% $985,621 1.01% -$151,537 -0.16%
210037 UMMS- Easton $123,617,439 $2,472,349 2.00% $2,027,326 1.64% -$101,906 -0.04%
210038 UMMS- Midtown $140,418,656 -$688,051 -0.49% $224,670 0.16% $340,047 0.14%
210039 Calvert $80,925,064 -$517,920 -0.64% -$388,440 -0.48% -$934,223 -0.18%
210040 Lifebridge- $160,861,387 -$1,672,958 -1.04% -$1,045,599 -0.65% $244,267 0.15%
Northwest
210043 UMMS- BWMC $325,584,009 -$4,558,176 -1.40% -$3,190,723 -0.98% -$2,869,858 -0.78%
210044 GBMC $263,774,655 $105,510 0.04% $184,642 0.07% $2,000,794 0.11%
210048 JHH- Howard $220,287,562 $704,920 0.32% $594,776 0.27% -$2,417,105 -0.65%
County
210049 UMMS-Upper $236,862,562 -$3,766,115 -1.59% -$2,108,077 -0.89% -$1,990,767 -0.79%
Chesapeake
210051 Luminis- Doctors $187,232,106 $1,142,116 0.61% $1,479,134 0.79% -$1,009,310 -0.31%
210056 MedStar- Good $186,628,391 $1,772,970 0.95% $1,343,724 0.72% $393,172 0.28%

Sam
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CY 2022 Base

CY22/23 Blended Base

CY 2023 Base

HOSPITAL HOSPITAL FY 24 Estimated $ Better of RY 26 Prelim % $ Better of RY 26 Prelim % $ Better of RY 26 Prelim %
ID NAME Permanent Attainment or Revenue Attainment or Revenue Attainment or Revenue
Inpatient Revenue Improvement Adjustment Improvement Adjustment Improvement Adjustment

210057 Adventist- Shady | $333,973,100 -$4,341,650 -1.30% -$2,104,031 -0.63% -$377,429 -0.08%
Grove

210058 UMROI $80,968,088 -$59,512 -0.07% -$1,295,489 -1.60% -$1,232,420 -0.46%

210060 Adventist-Ft. $37,782,970 -$226,698 -0.60% -$298,485 -0.79% $1,362,957 2.00%
Washington

210061 Atlantic General $47,434,007 -$588,182 -1.24% -$493,314 -1.04% -$112,603 -0.07%

210062 MedStar- $210,921,411 $1,708,463 0.81% $1,919,385 0.91% $969,265 0.44%
Southern MD

210063 UMMS- St. Joe $292,568,045 -$672,907 -0.23% -$1,960,206 -0.67% $0 0.00%

210064 Lifebridge- $68,147,842 $1,362,957 2.00% $1,362,957 2.00% -$525,761 -0.41%
Levindale

210065 Trinity - Holy $94,710,748 -$331,488 -0.35% -$227,306 -0.24% $1,699,117 0.77%
Cross
Germantown

STATEWIDE $11,821,284,339 -$56,029,431 -$34,944,112 -$3,863,259

Penalty -$74,188,424 -$52,645,913 -$32,410,073

Reward $18,158,993 $17,701,801 $28,546,814
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RY 2027 Modelled Revenue Adjustments, CY 2022 Base Period vs CY 2022 & 2023 Base Period vs CY 2023 Base Period

CY 2022 Base CY22/23 Blended Base CY 2023 Base
HOSPITAL HOSPITAL FY 24 Estimated | $ Better of RY 26 Prelim % $ Better of RY 26 Prelim $ Better of RY 26 Prelim %
ID NAME Permanent Attainment or Revenue Attainment or % Revenue Attainment or Revenue
Inpatient Improvement Adjustment Improvement Adjustment Improvement Adjustment
Revenue
210001 Meritus $251,995,786 -$3,049,149 -1.21% -$2,746,754 -1.09% -$2,343,561 -0.93%
210002 UMMS- UMMC $1,473,072,120 -$16,351,101 -1.11% -$7,365,361 -0.50% -$11,489,963 -0.78%
210003 UMMS- Capital $309,492,831 -$1,145,123 -0.37% $123,797 0.04% -$30,949 -0.01%
Region
210004 Trinity - Holy $413,940,590 -$4,925,893 -1.19% -$4,304,982 -1.04% -$1,821,339 -0.44%
Cross
210005 Frederick $254,562,530 -$763,688 -0.30% -$1,934,675 -0.76% -$1,094,619 -0.43%
210008 Mercy $220,664,524 -$3,530,632 -1.60% -$2,339,044 -1.06% $1,390,187 0.63%
210009 JHH- Johns $1,818,903,395 -$8,003,175 -0.44% -$6,184,272 -0.34% -$727,561 -0.04%
Hopkins
210011 St. Agnes $254,764,484 $764,293 0.30% -$458,576 -0.18% -$458,576 -0.18%
210012 Lifebridge- Sinai | $519,012,883 -$5,761,043 -1.11% -$5,242,030 -1.01% -$1,660,841 -0.32%
210015 MedStar- $371,862,302 -$7,065,384 -1.90% -$5,020,141 -1.35% -$2,974,898 -0.80%
Franklin Square
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CY 2022 Base

CY22/23 Blended Base

CY 2023 Base

HOSPITAL HOSPITAL FY 24 Estimated | $ Better of RY 26 Prelim % $ Better of RY 26 Prelim $ Better of RY 26 Prelim %
ID NAME Permanent Attainment or Revenue Attainment or % Revenue Attainment or Revenue
Inpatient Improvement Adjustment Improvement Adjustment Improvement Adjustment
Revenue

210016 Adventist- White | $242,890,872 -$1,287,322 -0.53% -$412,914 -0.17% -$24,289 -0.01%
Oak

210017 Garrett $28,988,189 -$579,764 -2.00% -$579,764 -2.00% -$579,764 -2.00%

210018 MedStar- $96,052,028 -$1,431,175 -1.49% -$1,315,913 -1.37% -$1,219,861 -1.27%
Montgomery

210019 Tidal- Peninsula | $350,375,491 $3,678,943 1.05% $3,643,905 1.04% $5,430,820 1.55%

210022 JHH- Suburban $249,484,035 -$449,071 -0.18% $573,813 0.23% $1,496,904 0.60%

210023 Luminis- Anne $367,930,454 -$3,458,546 -0.94% -$3,679,305 -1.00% -$3,384,960 -0.92%
Arundel

210024 MedStar- Union | $267,917,283 -$3,590,092 -1.34% -$1,768,254 -0.66% -$1,634,295 -0.61%
Mem

210027 Western $183,379,829 -$971,913 -0.53% -$1,081,941 -0.59% $1,026,927 0.56%
Maryland

210028 MedStar- St. $100,479,485 $1,828,727 1.82% $1,255,994 1.25% $371,774 0.37%
Mary's

210029 JHH- Bayview $471,786,218 -$3,396,861 -0.72% -$3,915,826 -0.83% -$1,085,108 -0.23%

210030 UMMS- $7,562,394 $151,248 2.00% $151,248 2.00% $151,248 2.00%
Chestertown
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CY 2022 Base CY22/23 Blended Base CY 2023 Base
HOSPITAL HOSPITAL FY 24 Estimated | $ Better of RY 26 Prelim % $ Better of RY 26 Prelim $ Better of RY 26 Prelim %
ID NAME Permanent Attainment or Revenue Attainment or % Revenue Attainment or Revenue
Inpatient Improvement Adjustment Improvement Adjustment Improvement Adjustment
Revenue
210032 ChristianaCare, $84,802,922 $559,699 0.66% $347,692 0.41% -$127,204 -0.15%
Union
210033 Lifebridge- $162,844,959 -$846,794 -0.52% -$309,405 -0.19% $0 0.00%
Carroll
210034 MedStar- Harbor | $128,234,465 -$1,961,987 -1.53% -$1,333,638 -1.04% -$718,113 -0.56%
210035 UMMS- Charles | $97,586,229 $663,586 0.68% $849,000 0.87% $849,000 0.87%
210037 UMMS- Easton $123,617,439 $2,336,370 1.89% $1,903,709 1.54% $2,472,349 2.00%
210038 UMMS- Midtown | $140,418,656 -$884,638 -0.63% $14,042 0.01% $196,586 0.14%
210039 Calvert $80,925,064 -$647,401 -0.80% -$485,550 -0.60% -$315,608 -0.39%
210040 Lifebridge- $160,861,387 -$1,898,164 -1.18% -$1,270,805 -0.79% -$353,895 -0.22%
Northwest
210043 UMMS- BWMC $325,584,009 -$5,013,994 -1.54% -$3,679,099 -1.13% -$1,497,686 -0.46%
210044 GBMC $263,774,655 -$316,530 -0.12% -$131,887 -0.05% $1,292,496 0.49%
210048 JHH- Howard $220,287,562 $374,489 0.17% $286,374 0.13% $660,863 0.30%
County
210049 UMMS-Upper $236,862,562 -$4,121,409 -1.74% -$2,415,998 -1.02% -$2,937,096 -1.24%
Chesapeake
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CY 2022 Base

CY22/23 Blended Base

CY 2023 Base

HOSPITAL HOSPITAL FY 24 Estimated | $ Better of RY 26 Prelim % $ Better of RY 26 Prelim $ Better of RY 26 Prelim %
ID NAME Permanent Attainment or Revenue Attainment or % Revenue Attainment or Revenue
Inpatient Improvement Adjustment Improvement Adjustment Improvement Adjustment
Revenue

210051 Luminis- Doctors | $187,232,106 $879,991 0.47% $1,273,178 0.68% $2,302,955 1.23%

210056 MedStar- Good $186,628,391 $1,493,027 0.80% $1,063,782 0.57% -$279,943 -0.15%
Sam

210057 Adventist- Shady | $333,973,100 -$4,909,405 -1.47% -$2,504,798 -0.75% -$4,208,061 -1.26%
Grove

210058 UMROI $80,968,088 -$78,944 -0.10% -$1,400,748 -1.73% -$24,290 -0.03%

210060 Adventist-Ft. $37,782,970 -$279,594 -0.74% -$355,160 -0.94% -$11,335 -0.03%
Washington

210061 Atlantic General | $47,434,007 -$673,563 -1.42% -$554,978 -1.17% -$237,170 -0.50%

210062 MedStar- $210,921,411 $1,392,081 0.66% $1,624,095 0.77% $2,699,794 1.28%
Southern MD

210063 UMMS- St. Joe $292,568,045 -$1,082,502 -0.37% -$2,369,801 -0.81% -$2,984,194 -1.02%

210064 Lifebridge- $68,147,842 $1,362,957 2.00% $1,362,957 2.00% $1,362,957 2.00%
Levindale

210065 Trinity - Holy $94,710,748 -$473,554 -0.50% -$369,372 -0.39% -$293,603 -0.31%
Cross
Germantown

STATEWIDE $11,821,284,339 -$73,463,000 -$51,057,405 -$22,813,922

Penalty -$88,948,411 -$65,530,991 -$44,518,782
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CY 2022 Base CY22/23 Blended Base CY 2023 Base

HOSPITAL HOSPITAL FY 24 Estimated | $ Better of RY 26 Prelim % $ Better of RY 26 Prelim $ Better of RY 26 Prelim %

ID NAME Permanent Attainment or Revenue Attainment or % Revenue Attainment or Revenue
Inpatient Improvement Adjustment Improvement Adjustment Improvement Adjustment
Revenue

Reward $15,485,411 $14,473,586 $21,704,860
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Garrett Regional Medical Center

251 North Fourth Street
Oakland, MD 21550
March 3, 2025

Jon Kromm

Executive Director

Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215

RE: RRIP RY2027
Dear Mr. Kromm,

On behalf of Garrett Regional Medical Center (GRMC), | am writing with concerns over the RRIP RY2027 Modeling.
Notwithstanding, first and foremost, | would like to thank the HSCRC, especially Alyson Schuster’s continued willingness
to work with us on the MHAC program’s methodology for small hospitals. That work as you probably know has led to
potential improvements in the modeling for the whole state.

With respect to the RRIP RY2027 modeling the baseline period proposal is a combination of 2022 and 2023. |
respectfully request that you look more closely about utilizing 2022 in the baseline period, as this was an outlier year
due to COVID and the unusual volume fluctuations and readmission activity during this time. I'm concerned that this is
an inaccurate reflection for comparison of future year readmissions.

With respect to the RR performance at Garrett Regional Medical Center, | would also like to note that the hospital has
one of the lowest, if not the lowest readmission rates in the state of Maryland since 2017 up until CY2024. Yet, GRMC
will have a negative revenue adjustment for both improvement and attainment for RY2026 and again for RY2027.

We are at a disadvantage due to the out of state (O0S) adjustment ratio due to our location at the border of two
neighboring states. GRMC has the highest OOS ratio in the state due to these factors. Until the out of state adjustment
factor is addressed, we are unable not receive appropriate consideration for an attainment adjustment. Currently,
transfers are being included in the OOS factor which is an inaccurate representation of our readmissions.

January through November 2024, the hospital’s case mix adjusted readmission rate is currently 8.12% and this shows an
increase of 44.48%. We still have a low readmission rate, however due to our very low numerator and low readmission
rates in previous years, we have no ability to meet the improvement target.

Garrett Regional Medical Center has had patient navigation programs and community health workers in place for over
10 years to help reduce readmissions. We strive to provide the best care possible to our patients. We ask that we be
given the same opportunity to achieve the maximum revenue adjustments possible. We request that you please
evaluate the readmission program that does not allow for the accurate evaluation of readmissions in a scenario like that
of GRMC.

If you have any questions or need additional information to evaluate our request, please feel free to contact me at (301)
533-4173 or via email at mark.boucot@wvumedicine.org.

Sincerely,

A~

Mark Boucot, MBA, FACHE
President and CEO

CC: Alyson Schuster
Angela Maule


mailto:mark.boucot@wvumedicine.org

10980 Grantchester Way
Columbia, MD 21044

Me dstar Health MedStar Franklin Square Medical Center
MedStar Good Samaritan Hospital
MedStar Harbor Hospital
MedStar Montgomery Medical Center
MedStar Southern Maryland Hospital Center
MedStar St. Mary's Hospital
MedStar Union Memorial Hospital
MedStar Georgetown University Hospital
MedStar National Rehabilitation Network
MedStar Washington Hospital Center
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MedStarHealth.org

March 11, 2025

Jon Kromm

Executive Director

Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Mr. Kromm:

On behalf of MedStar Health and our seven Maryland hospitals, we would like to thank you for your ongoing partnership in
advocating for the highest quality and highest value care for Marylanders. Our care teams are proud of the role we play in
improving the health of our patients and communities and we appreciate all that the HSCRC does to advance this shared
work.

We write today to provide our perspective on the RY26 and RY27 Readmissions Reduction Incentive Program (RRIP)
policies as discussed at the February 19, 2025, HSCRC Performance Measurement Workgroup (PMWG). We commend
the HSCRC staff for the collaborative and careful approach they have taken toward refining RRIP for the upcoming years.
We would like to highlight several key considerations as we move toward finalizing the policies.

We agree with HSCRC staff and other health systems’ representatives on the PMWG that CY2022 readmissions rates
represent a significant outlier both at the national and the Maryland state level. The special variation in readmissions data
related to the COVID pandemic was clear starting in CY20 and continued through CY22 (see graphic below). During this
period our hospitals experienced decreasing proportions of encounters focused on caring for chronically ill inpatients at
higher risk for readmission (eg HF, COPD) and increasing proportions of encounters for patients acutely ill with COVID
(who had consistently lower readmission rates). Moreover, as the number of admissions for COVID decreased after the
first quarter of CY22, a backlog of elective cases continued to keep readmission rates low. CY23 represented a return to
volumes and cases that were more like the pre-pandemic state.

Statewide Case-Mix Adjusted Readmission Rate and Volume
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Because CY22 was not representative of standard hospital clinical realities, we feel strongly it should not be included as a
part of the RRIP baseline calculation — either independently or blended with CY23. For RY26, we are in favor of using
CY23 independently as a more fair comparison for hospital performance.

As we move further away from the pandemic and toward the AHEAD model, we are broadly in favor of a multiyear
baseline to lessen the arbitrary benefits or penalties that individual hospitals experience due to favorable or unfavorable
baseline years. Thus, for FY27, we feel it would be reasonable to use a blended baseline of CY23/CY24. Alternatively,
the program could use CY23 baseline alone for FY27 and then reconsider a multiyear baseline with the transition to the
AHEAD model at the beginning of 2026.

Thank you for your consideration of our perspective. Please let us know if we may provide further clarifications and/or if
you would like to discuss with our team.

Sincerely,

;’é{\___ ! %ﬁm—p&,w
Stephen R.T. Evans, MD Rollin J. (Terry) Fairbanks, MD  Jonathan Patrick, MD
Executive Vice President Senior Vice President and Vice President, Clinical
Medical Affairs and Chief Quality & Safety Officer, = Quality, MedStar Health
Chief Medical Officer, MedStar Health

MedStar Health
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March 12, 2025

Alyson Schuster, Ph.D.

Deputy Director, Quality Methodologies
Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215

Dear Dr. Schuster:

On behalf of the Maryland Hospital Association (MHA) and our member hospitals and health
systems, we appreciate the opportunity to provide comments on the draft policy proposal for the
Rate Year (RY) 2027 Readmissions Reduction Incentive Program (RRIP).

Overall, we support the proposed updates to the RRIP policy, specifically your willingness to
adjust the RRIP base period for both the RY 2026 and RY 2027 policies. However, we urge the
HSCRC to adopt Calendar Year (CY) 2023 as the sole base period (instead of the blended
use of CY 2022 and CY 2023). This approach would enhance the fairness and effectiveness of
the incentives in the RRIP program.

The CY 2022 was an outlier due to the lingering effects of the COVID-19 pandemic and
including it in the base period could skew the analyses and benchmarks. CY 2022 performance is
also skewed due to COVID. The 9.5% rate of improvement over the CY 2018 base period is
roughly 2% greater improvement over four years relative to the 7.5% improvement target
expected over five years as defined in the RY 2023 RRIP policy. This significantly accelerated
rate of improvement stems from historically low volumes and readmissions and is directly
related to operational and care-seeking changes spurred by the pandemic. Maryland readmissions
performance on both an unadjusted basis and a risk-adjusted basis began to return to pre-COVID
levels in CY 2023. Using CY 2023 alone would provide a more accurate reflection of current
hospital performance and would better capture Maryland’s improving performance relative to
national trends.

Additionally, we would like to express our appreciation to HSCRC for consideration of a
retrospective base period adjustment for RY 2026. Like the RY 2027 proposal, this adjustment
acknowledges the complexities introduced by the pandemic and ensures a more equitable
evaluation of hospital performance.

We look forward to collaborating on future efforts to enhance the RRIP program. We are eager to
partner with you to align the RRIP policy with statewide AHEAD model goals for readmissions.

6820 Deerpath Road, Elkridge, MD 21075 = 410-379-6200 = www.mhaonline.org



Alyson Schuster
March 12, 2025

Maryland Page 2

Hospital Association
We appreciate this opportunity to provide input and remain committed to working together to
ensure that Maryland hospitals continue to lead in reducing readmissions while delivering high-
quality, patient-centered care.

Sincerely,

HyudaFus

Tequila Terry
Senior Vice President, Care Transformation and Finance

cc: Dr. Ryan Moran, Acting Secretary, Maryland Department of Health
Dr. Joshua Sharfstein, Chair
Dr. James Elliott
Ricardo Johnson
Dr. Maulik Joshi
Adam Kane
Nicki McCann
Dr. Farzaneh Sabi
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March 12, 2025

Alyson Schuster, Ph.D.

Deputy Director, Quality Methodologies
Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Dr. Schuster,

On behalf of the Johns Hopkins Health System (JHHS) and its four Maryland hospitals, thank you for the
opportunity to provide input on the draft recommendation for the Rate Year (RY) 2027 Readmissions
Reduction Incentive Program (RRIP). JHHS is generally supportive of the recommendation, and offers the
following comments for consideration.

Staff Recommendation: Retroactively apply a blended base period of CY 2022 and CY 2023 to the RY
2026 policy

JHHS is supportive of adjusting the RRIP base period for both the RY26 and RY27 policies, and
appreciates staff’s consideration of retroactive application, as it allows for a more
comprehensive measure of performance. Additionally, we are supportive of the combined base
year draft recommendation. JHHS understands that some hospitals favor base years starting in
CY2023, and is not opposed to using CY2023 for the simplicity of the model.

Staff Recommendation: Improvement Target - Maintain the statewide 4-year improvement target of -5.0
percent through 2026 with a blended base period of CY 2022 and CY 2023

To encourage and recognize improvement in performance, JHHS suggests that staff consider
reducing the improvement target.

Staff Recommendation: Provide additional payment incentive (up to 0.50 percent of inpatient revenue)
for reductions in within-hospital readmission disparities. Scale rewards a) beginning at 0.25 percent of IP
revenue for hospitals on pace for 50 percent reduction in disparity gap measure over 8 years, and; b)
capped at 0.50 percent of IP revenue for hospitals on pace for 75 percent or larger reduction in disparity
gap measure over 8 years.


https://www.google.com/url?sa=i&url=http://photography.jhu.edu/index.php/hopkins-logos/&psig=AOvVaw3Vtus3W5EG_NbzF5R-SfVo&ust=1582322058042000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIjO2JaP4ecCFQAAAAAdAAAAABAD

Given that only one or two hospitals are receiving the disparity gap incentive, JHHS urges that
staff reconsider the methodology and scale to ensure the policy appropriately recognizes
reductions.

Staff Recommendation: Monitor emergency department and observation revisits by adjusting
readmission measure and through all-payer Excess Days in Acute Care (EDAC) measure. Consider future
inclusion of revisits of EDAC in the RRIP program.

While JHHS understands excess days will be monitored, the goal of this measure is to reduce
preventable usage, not limit appropriate and needed care, and therefore penalizing hospitals for
more severe clinical conditions is counterintuitive. We would have concerns if the measure was
implemented in the future, particularly for populations who often come to hospitals through the
ED, in turn resulting in duplicative penalties for EDAC and RRIP.

JHHS greatly appreciates staff’s thoughtful development of this proposal, and looks forward to further
collaboration on quality methodologies and policies that further access to high quality care for
Marylanders.

Sincerely,

for

Peter M. Hill, MD, MS, FACEP

Senior Vice President of Medical Affairs
Johns Hopkins Health System

Associate Professor Emergency Medicine
Johns Hopkins School of Medicine

cc: Dr. Joshua Sharfstein, Chairman
Dr. James Elliott, Vice Chairman
Ricardo Johnson
Dr. Maulik Joshi
Adam Kane
Nicki McCann
Dr. Farzaneh Sabi
Jon Kromm
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March 12, 2025

Alyson Schuster, PhD, MPH, MBA
Deputy Director, Quality Methodologies
Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Dr. Schuster:

| extend my gratitude on behalf of the University of Maryland Medical System (UMMS) for the chance to
contribute our insights to the Health Services Cost Review Commission’s (HSCRC) Draft Recommendations for
the Readmission Reduction Incentive Program (RRIP) for Rate Year 2027. We also would like to thank the
HSCRC for the consideration of updating the base period of the RRIP policy.

We wish to express our views on specific aspects of the draft recommendations:

Concerns Regarding the CY2022/CY2023 Base Period

We would like to express our concern about the inclusion of Calendar Year 2022 (CY2022) in the base period
for the RRIP calculations. During this period, the COVID-19 pandemic continued to have a substantial impact
on healthcare delivery, affecting patient volumes and readmission rates. We believe using data during this
period does not align with the current healthcare environment:

Evidence of Impact
1. Significant Decline in Respiratory Volumes
Per our publication in the American Journal of Medicine?!, hospital admissions were significantly
impacted by the COVID-19 pandemic. In particular, respiratory related admissions were diminished

1S0JY, O'Hara NN, Kenaa B, Williams JG, deBorja CL, Slejko JF, Zafari Z, Sokolow M, Zimand P, Deming M, Marx J, Pollak AN, Reed RM.
Population Decline in COPD Admissions During the COVID-19 Pandemic Associated with Lower Burden of Community Respiratory
Viral Infections. Am J Med. 2021 Oct;134(10):1252-1259.e3. doi: 10.1016/j.amjmed.2021.05.008. Epub 2021 Jun 12. PMID:
34126098; PMCID: PM(C8196237.

UNIVERSITY OF MARYLAND MEDICAL SYSTEM
University of Maryland Medical Center - University of Maryland Medical Center Midtown Campus
University of Maryland Rehabilitation and Orthopaedic Institute * University of Maryland Baltimore Washington Medical Center ¢
University of Maryland Shore Regional Health - University of Maryland Shore Medical Center at Easton -
University of Maryland Shore Medical Center at Chestertown - University of Maryland Shore Medical Center at Dorchester -
University of Maryland Shore Emergency Center at Queenstown
University of Maryland Charles Regional Medical Center * University of Maryland St. Joseph Medical Center
University of Maryland Upper Chesapeake Health System - University of Maryland Upper Chesapeake Medical Center -
University of Maryland Upper Chesapeake Medical Center Aberdeen *
University of Maryland Capital Region Health - University of Maryland Laurel Medical Center - University of Maryland Prince George’s Hospital Center ¢
Mt. Washington Pediatric Hospital
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due to the suppressed transmission of seasonal viral pathogens. This decline directly correlates with
changes in readmission rates, which may not represent usual patterns.

2. Governor’s Order from December 2021
This order required hospitals to lower elective surgery and implement COVID-19 plans during the
surges that occurred in CY2022. This further lowered hospital admissions, which again does not
represent usual patterns in admissions and readmissions.

3. UMMS ECMAD Data
Furthermore, UMMS shared Equivalent Case-Mix Adjusted Discharges (ECMADs) data with HSCRC
staff that shows that volumes in CY2022 were reduced compared to pre-pandemic levels. This
reduction in admissions suggests that readmission data from this period may be skewed and not
reflective of currents standards.

Performance Indicators

It is worth noting that, according to the Draft Recommendation, the State of Maryland is performing better
than the national average in both the unadjusted rate in CY2024 year-to-date and the risk-adjusted
readmission rate in CY2023. Despite this positive performance, the proposed RY2026 policy still incorporates
a $34.9 million state-wide penalty. This is contradictory to intent of the program.

Additionally, the draft policy states that staff is concerned about the state-wide degradation in CY2023 over
CY2022. The rate impact in FY2025, because of this degradation in performance, was a net state-wide rate
reduction of $40.45 million ($56.18 million vs $15.73 million) compared to FY2024. We contend that inclusion
of CY2022 in the base period will continue to penalize hospitals in future years despite the already incurred
reduction of rates in FY2025.

Recommendation

Considering the above observations, we recommend using CY2023 as the base period in both the RY2026 and
RY2027 RRIP policies. This approach utilizes data from years not impacted by the pandemic to ensure a fair
and equitable evaluation of readmission rates.

Finally, we recommend using the established methodology for 1.28% improvement per year. With a CY2023
base period this results in a 1.28% improvement target for the RY2026 policy and 2.53% for the RY2027 policy.

We appreciate the HSCRC'’s consideration of our recommendations. We look forward to continuing to work
with the HSCRC to update the RRIP program.

Sincerely,

Andrew N. Pollak, MD
Sernfior Vice President and Chief Clinical Officer
University Of Maryland Medical System

2 Maryland Department of Health. (2021, December 15). Amended health care matters order.
https://health.maryland.gov/phpa/Documents/2021.12.15.01%20-%20MDH%200rder%20-
%20Amended%20Health%20Care%20Matters%200rder.pdf
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CC:

Joshua Sharfstein, MD, Chairman
Jon Kromm, Executive Director
James Elliott, MD

Adam Kane

Maulik Joshi, DrPH
Ricardo R. Johnson
Nicki McCann, JD

Farzaneh Sabi, MD
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B ntroduction to MPA Policies

 The Medicare Performance Adjustment (MPA) is a required element for the Total Cost of Care
Model and is designed to increase the hospital's individual accountability for Medicare FFS
total cost of care (TCOC) in Maryland.

« MPA includes three components:
1. Traditional Component — Holds hospitals accountable for Medicare TCOC of an attributed patient population
2. Reconciliation Component — Rewards hospitals for the care redesign interventions

3. Savings Components — Allows the Commission to adjust hospital rates to achieve the Medicare TCOC savings targets (2023
amount was reversed last month)

« The traditional component is governed via annual updates to the MPA policy adopted to the
Commission, while reconciliation and savings components are governed via the MPA
Framework.

 These three components are added together and applied to the amount that Medicare pays
each respective hospital.

* The MPA is applied as a discount to inflator to the amount that Medicare pays on each claim submitted by the hospital.

* MPA policy was re-assessed for CY2021 with the intent of setting and maintaining policy
stability over a longer window.

*  Consistent to prior years, CY2025 was a limited review approach, and we plan a more complete review next year for CY2026
olicy.
P y maryland

health services
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I Recap of current traditional MPA

1. Attribute Medicare FFS beneficiaries to hospitals on a geographic basis
1. AMCs have extra layer focused on high-acuity individuals

2. MPA penalizes or rewards hospitals based on a subtracting:
1. The cumulative growth since 2019 in their attributed per capita TCOC from

2. Cumulative national growth in per capita TCOC less a hospital specific growth rate adjustment

3. Each hospital’s growth rate adjustment is set based on their position versus target in 2019.

Hospital Performance vs. Benchmark

TCOC Growth Rate Adjustment

1st Quintile (-15% to + 1% Relative to Benchmark) 0.00%
2nd Quintile (+1% to +10% Relative to Benchmark) -0.25%
31 Quintile (+10% to +15% Relative to Benchmark) -0.50%
4t Quintile (+15% to +21% Relative to Benchmark) -0.75%
5t Quintile (+21% to +28% Relative to Benchmark) -1.00%

4. The resultis then divided by 3 and capped at 2% of Medicare revenue (per current
recommendation) then adjusted for quality to derive the final value.

maryland
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I History of the Care Transformation Initiatives (CTI)

« Since early in the All-Payer Model, the HSCRC attempted to develop ‘alignment

programs’ which encourage hospitals to partner with non-hospital providers to
reduce TCOC.

« These early programs did not work for a variety of reasons:

* There was a disconnect between hospital’s clinical efforts and programs developed by the HSCRC.

* Hospitals had to earn substantial savings before they receive a reward and it is costly for hospitals to
manage TCOC effectively.

* Thus the ROI for participation was highly uncertain.

« The CTI program overcomes these problems by:
* Allowing hospitals to define their own populations to focus on.
* Providing all hospitals with ‘first dollar’ savings.

* Distributing savings in a net neutral manner, so hospitals that do not participate (or do not make a
successful effort) in care transformation are penalized.

maryland

health services
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I Recap of CTI Methodology

e CTI are grouped into “thematic areas” which share a common attribution methodology and
parameters that hospitals can use to select their population.

* For example: in the Care Transitions Thematic Area beneficiaries are attributed to the hospital where they are discharged
from. The hospital can limit the CTI population based on DRGs, chronic conditions, number of prior hospitalizations, etc.

* There are five thematic areas: Care Transitions, Palliative Care, Primary Care, Geographic, ED Care, and Hospital Outpatient
Services.

* Each CTI has a target price that is based on the TCOC of the beneficiaries attributed to the
CTl in the baseline period.
* Baseline period costs are updated for inflation and risk adjusted.
* This compares hospitals to their own historical performance. In other words, this is an improvement only program.
* Baseline periods can be set back as far as FY17 to try and recognize early adopters.

* Hospitals earn savings if their performance period costs are less than the target price.

* Hospitals earn 100% of the savings they achieve that exceed a Minimum Savings Rate. This ensures that all payments are
made for savings that are statistically significant.

¢ All shared savings payments are offset on a statewide basis. Hospitals that are less successful in the CTI will pay for the
savings of those hospitals that were successful in the CTI. Hospital losses are capped at 2.5% of their Medicare spending with
excess losses reallocated across all hospitals.

* This ensures that Medicare continues to benefit from care transformation and also that hospitals which are not engaged in
successful care transformation pay their fair share of meeting the statewide savings target.

maryland

health services

cost review commission
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Il Recap of Proposal — MPA Traditional Component

« Include Non-Claims-Based Payments

«  November 13, 2024 Commission approved a retroactive adjustment to correct the MPA
savings target for CY2020 to CY2024 to reflect newly available information on non-claims-
based payments (NCBPs) resulting in a one-time increase to hospital rewards estimated
at approximately $22.0 M from Medicare only, through Calendar Year 2023.

Staff recommend replicating this adjustment in the MPA savings target on a go-forward
basis beginning in CY2025.

- The lack of NCBP data for other programs penalizes Maryland results as these
programs are more significant outside Maryland.

- Staff believe the data is now sufficiently complete to incorporate.

maryland
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I Recap of Proposal — MPA Framework Reconciliation Component

* Revise the CTI Offset Distribution

« Background:

Stakeholders have raised a concern that the CTls and the CTI Offset is "improvement only”
and disproportionally “taxes” hospitals with lower total cost of care management opportunity
and that the Commission should revisit the “improvement only” nature of CTls in the offset
to better recognize regional differences.

Two aspects of the design make CTls an “improvement only” program:

« (1) CTl rewards improvement against a hospital’s own baseline, therefore hospitals in
lower cost areas have less opportunity.

« (2) The CTI Offset is allocated in proportion to total Medicare spend and therefore
does not recognize the varying opportunity. For example, if region A and region B are
the same size and region A has 3% opportunity and region B has 6% then Region A
has 33% of the upside but bears close to 50% of the risk under the offset redistribution.

Staff do not wish to remove all incentives for all hospitals statewide to improve care delivery
but also want to recognize that all areas of the State do not have equal opportunity.
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I Recap of Proposal — MPA Framework Reconciliation Component

Revise the CTI Offset Distribution
Proposed Change:

Staff worked with stakeholders to develop a number of potential approaches to
incorporate an attainment aspect into the CTI Offset.

Staff is recommending the stop loss applied during the offset be tiered in a way that
mirrors the Traditional MPA Scaled Growth Adjustments.

Staff recommend implementing this change effective for all CTls July 1, 2025, but
make the revision retrospectively for CTls effective July 1, 2022, 2023, 2024 only for
hospitals where the change would have a positive impact on total payments.

maryland
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I Recap of Proposal — MPA Framework Reconciliation Component

- Revise the CTI Offset Distribution

» Proposed Tiers (Currently all hospitals are subject to a 2.5% stop loss)

Hospital Performance vs. Benchmark Proposed Stop Loss
15t Quintile (-15% to + 1% Relative to Benchmark) 1.250%
2nd Quintile (+1% to +10% Relative to Benchmark) 1.875%
31 Quintile (+10% to +15% Relative to Benchmark) 2.500%
4t Quintile (+15% to +21% Relative to Benchmark) 3.125%
5% Quintile (+21% to +28% Relative to Benchmark) 3.750%
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Recap of Comments and Recommendation
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I Discussion of Comments

* Support for incorporating non-claims-based payments into savings calculations:
Industry stakeholders strongly supported adding NCBP retroactively and on a go-forward
basis.

* Approved by CMS. Staff to adopt this policy.

* Concerns about attainment provision in CTls: Some stakeholders raised concern about
this and do not support the change while others support the change while asking for specific
methodological analysis to assess fairness.

» Staff believe the proposed policy is a reasonable compromise between these positions.

» Strongly suggest limiting CTI policy changes to future periods: Stakeholders want to limit
changes to policy during active and enrolled performance years and are supportive of changes
on a prospective basis.

Staff adopted this approach.

* Support for retrospective implementation of one time, positive-only CTI stop-loss
tiering revision: Stakeholders expressed support for the retrospective implementation of one-
off, positive-only CTI stop-loss tiering revision only for hospitals where the change would have
a positive impact on total payments.

* CMS did not approve this approach.
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Il Recommendations Recap

Include non-claims-based-payments in the MPA savings target on a go-
forward basis beginning in calendar year 2025 (CY 2025).

Revise the Care Transformation Initiative (CTI) offset distribution to
reflect varying levels of opportunity for total cost of care reductions
throughout the State. Make the revision effective for all CTls effective

July 1, 2025.
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Recommendations For CY 2025 MPA Policy

This recommendation is identical to the recommendation staff shared with the Commission in December

2024 but reflects the removal of the retrospective stop-loss tiering revision only for hospitals where the

change would have a positive impact on total payments, which was not approved by CMS. CMS stated that

“this would set an undesirable precedent that undermines TCOC savings”. In addition, the Commission

received one comment letter during the comment period following the draft recommendation. This letter is

discussed below. Generally it was consistent with prior comments received and did not result in any

changes to the recommendation. Therefore, Staff recommend the following revisions to the Medicare

Performance Adjustment (MPA) policy for calendar year 2025 (CY2025) to align with State and federal

policy directives as well as feedback from the industry and other stakeholders:

1. Include non-claims-based-payments in the MPA savings target on a go-forward basis beginning in
calendar year 2025 (CY 2025).

2. Revise the Care Transformation Initiative (CTI) offset distribution to reflect varying levels of

opportunity for total cost of care reductions throughout the State by scaling in accordance with

Table 4: Scaled Stop Loss Tiers. In addition, make the revision prospectively effective for all

hospitals effective July 1, 2025.

Otherwise, the relevant policies will remain unchanged from the prior year. Staff are recommending the

limited changes described above to keep the MPA aligned with other State and federal policymaking. The

following discussion provides rationale and detail on each of these recommendations.

However, in alignment with the new States Advancing All-Payer Health Equity Approaches and

Development (AHEAD) model Staff is proposing to undertake a more comprehensive review of the various

MPA policies in 2025 for implementation in 2026 in conjunction with the start of the AHEAD model.

Policy Overview

Policy Objective

The Total Cost of
Care (TCOC) Model
Agreement requires
the State of Maryland
to implement a
Medicare
Performance
Adjustment (MPA) for

Policy Solution

This MPA
recommendation
fulfills the
requirements to
determine an MPA
policy for CY 2025
and makes

incremental

Effect on Hospitals

The MPA policy
serves to hold
hospitals accountable
for Medicare total cost
of care performance.
As such, hospital
Medicare payments

are adjusted

Effect on

Payers/Consumers

This policy does not
affect the rates paid
by payers other
than Medicare Fee-
for-service. The
MPA policy

incentivizes the

hospital to make

Effect on Health
Equity

This policy holds
hospitals
accountable for
cost and quality of
Medicare
beneficiaries in
the hospital’s

service area.
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Maryland hospitals
each year. The State
is required to (1)
Attribute 95 percent
of all Maryland
Medicare
beneficiaries to some
Maryland hospital; (2)
Compare the TCOC
of attributed Medicare
beneficiaries to some
benchmark; and (3)
Determine a payment
adjustment based on
the difference
between the hospitals
actual attributed
TCOC and the
benchmark.

health services

cost review commission

improvements to

the current policy
and to the related
MPA Framework.

according to their
performance on total
cost of care.
Improving the policy
improves the
alignment between
hospital efforts and
financial rewards.
These adjustments
are a discount on the
amount paid by CMS
and not on the
amount charged by
the hospital. In other
words, this policy
does not change the
GBR or any other

rate-setting policy that

the HSCRC employs
and — uniquely —is
applied only on a
Medicare basis.

Introduction to MPA Policies

investments that
improve health
outcomes for
Marylanders in their

service area.

Focusing
resources to
improve total cost
of care provides
the opportunity to
focus the hospital
on addressing
community health
needs, which can
lower total cost of

care.

The Medicare Performance Adjustment (MPA) is a required element for the Total Cost of Care Model and is
designed to increase the hospital's individual accountability for total cost of care (TCOC) in Maryland. Under
the Model, hospitals bear substantial TCOC risk in the aggregate. However, for the most part, the TCOC is

managed on a statewide basis by the HSCRC through its GBR policies. The MPA was intended to increase

a hospital’s individual accountability for the TCOC of Marylanders in their service area.

The MPA includes three “components”: (a) a Traditional Component, which holds hospitals accountable for
the Medicare total cost of care (TCOC) of an attributed patient population, (b) a Reconciliation Component,
which rewards hospitals for the care redesign interventions and (c) a Savings Component that allows the

Commission to adjust hospital rates to achieve the Medicare Total Cost of Care Model (the Model) savings

targets.
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The Traditional Component is governed via annual updates to the MPA policy adopted by the Commission.
This document represents the update for Calendar Year 2025 (also known as MPA Year 7). The Efficiency
and Savings Component are governed via the MPA Framework adopted by the Commission in October
20191 (as amended in the MPA Year 6 recommendation adopted last year). This MPA Year 7
recommendation includes an additional change to the MPA Framework. This policy does not relate to the
Savings Component. These three components are added together and applied to the amount that
Medicare pays each respective hospital. The MPA is applied as a discount or inflator to the amount that

Medicare pays on each claim submitted by the hospital.

Recommendations Related to the MPA Traditional
Component

Recap of Current Program

The following recaps the traditional MPA as it was implemented for Calendar Year 2024, it is included as a
reference. The approaches described were adopted incrementally in the Calendar Year 2021, 2022, 2023
and 2024 MPA policies, and those policies remain in effect except where changes are specifically denoted

in the next section.
The first step in the process is to attribute beneficiaries to hospitals. The current attribution is as follows:

1. Hospitals, except Academic Medical Centers (AMCSs) are attributed the costs and beneficiaries in
zip codes that comprise 60% of their volume. AMCs are assigned all zip codes for Baltimore City for
their geographic attribution. Beneficiaries in zip codes claimed by more than one hospital are
allocated according to the hospital’s share of equivalent case-mix adjusted discharges (ECMADS)
for inpatient and outpatient discharges among hospitals claiming that zip code. ECMADs are
calculated from Medicare FFS claims for Calendar Year 2019. ECMADs are also used in
calculating the volumes in the 60% test.

2. Zip codes not assigned to any hospital under step 1 are assigned to the hospital with the plurality of
Medicare FFS ECMADs in that zip code, if it does not exceed a 30-minute drive-time from the
hospital’'s PSA.

3. Zip codes still unassigned will be attributed to the nearest hospital based on drive-time.

4. A second layer is added for AMCs. AMCs are also attributed where beneficiaries with a case-mix
index (CMI) greater than 1.5 and who receive services from the AMC are attributed to the AMC as
well as to the hospital under the standard attribution. The AMC outcome becomes a blend of this

approach and the standard geographic approach.

! Available, starting on page 10, here: MPA Framework



https://hscrc.maryland.gov/Documents/October%202019%20Public%20Pre-Meeting%20Materials.pdf

maryland

‘?g health services

cost review commission

The MPA then penalizes, or rewards hospitals based on their attributed TCOC. Hospitals are rewarded if
the TCOC growth of their attributed population is less than national growth. Beginning in 2021, the HSCRC
scaled the growth rate target for hospitals based on how expensive that hospital’s service area is during the
baseline period relative to other geographic areas elsewhere in the nation. This policy is intended to ensure
that hospitals which are expensive relative to their peers bear the burden of meeting the Medicare savings
targets, while hospitals that are already efficient relative to their peers bear proportionally less of the

burden. The TCOC growth rate adjustments are shown in Table 1 below.

Table 1: Scaled Growth Rate Adjustment

Hospital Performance vs. Benchmark TCOC Growth Rate Adjustment
1st Quintile (-15% to + 1% Relative to Benchmark) 0.00%
2nd Quintile (+1% to +10% Relative to Benchmark) -0.25%
3rd Quintile (+10% to +15% Relative to Benchmark) -0.50%
4th Quintile (+15% to +21% Relative to Benchmark) -0.75%
5t Quintile (+21% to +28% Relative to Benchmark) -1.00%

Historically, hospitals were required to beat the national TCOC growth rate each year. But in 2021, the
HSCRC changed the way that the TCOC is calculated for hospitals. The HSCRC will trend the hospital’s
baseline TCOC forward based on the national growth rate and the TCOC adjustment factors. This was
intended to create more predictability for hospitals. A hospital can now predict what their target will be two
or three years out. An example of the methodology to calculate the TCOC targets is shown in Table 2
below. This example covers 2019 to 2021, for each additional year another year of trend similar to item C
in Table 2 is added. Each additional year is also adjusted for the Growth Adjustment Factor (item D in

Table 2).

Table 2: Calculation of the MPA Targets

Variable Source

A =2019 TCOC Calculation from attributed beneficiaries

B = 2020 National TCOC Growth Input from national data

C = 2021 National TCOC Growth Input from national data (assumed to be 3% in
example below)
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D = Growth Rate Adjustment Factor

From Growth Rate Table (applies to 2021 and all

subsequent years)

E = MPA TCOC Target

Example Calculation of MPA Targets

Hospital Quintile

Target
Growth Rate

Ax(1+B)x(1+C-D)=E

Target

2019 TCOC Target

2020 MPA 2021 MPA

Hospital A 1 3% é_%gg)% - $11,650 $12,000 $12,359
Hospital B 2 3% 2352;% - $11,193 $11,529 $11,846
Hospital C 3 3% é%c?;)% - $11,169 $11,504 $11,792
Hospital D 4 3% 22;2% - $11,204 $11,540 $11,800
Hospital E 5 3% é_é‘é’;}% - $10,750 $11,073 $11,294

The hospital is rewarded or penalized based on how their actual TCOC compares with their TCOC target.

Starting last year, as described below, the rewards and penalties were scaled such that the maximum

reward or penalty was 2%, which will be achieved at a 6% performance level. Essentially, each percentage

point by which the hospital exceeds its TCOC benchmark results in a reward or penalty equal to one-third of

the percentage. An example of the hospital’s rewards/penalties is shown in the table below.

Table 3: Example of MPA Reward & Penalty Calculations (excluding quality adjustments)

Variable

Input

E = MPA Target

See previous section

F = 2021 MPA Performance

Calculation

G = Percent Difference from Target

(E-F)/E

H = MPA Reward or Penalty

(G 1 3%) x 1%

| = Revenue at Risk Cap

Greater / lesser of H and + / - 2%

Example MPA Performance Calculations
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Hospital MPA Target MPA Performance % Difference REUETC
(REIENLY)

Hospital A $12,359 $12,235 -1.00% 0.33%
Hospital B $11,846 $11,941 0.80% -0.27%
Hospital C $11,792 $11,556 -2.00% 0.67%
Hospital D $11,800 $11,033 -6.50% 2.00%
Hospital E $11,294 $11,859 5.00% -1.67%

In addition, the agreement with CMS requires that a quality adjustment be applied that reflects hospital
guality outcomes, this is in addition to the revenue-at-risk for Total Cost of Care. These quality adjustments
are derived from those in the Commission’s all-payor Readmission Reductions Incentive Program (RRIP)
and Maryland Hospital Acquired Conditions (MHAC) program.

In the MPA Year 6 final recommendation, the Commission approved two changes to MPA policy beginning
in 2024. MPA policy was revised to include an increase in the maximum revenue-at-risk as well as the
addition of a population health measure to the quality adjustment included in the Traditional MPA. The
amount of revenue-at-risk for Total Cost of Care performance under the Traditional MPA increased from 1%
to £2%. Increasing the revenue at risk under the MPA had been a stated goal of the Center for Medicare
and Medicaid Services (CMS) for several years. The translation between actual results and the revenue-at-
risk would not be changed from the current 3:1 ratio. Therefore, the revenue-at-risk would be reached at
+6%.

In addition to increasing the revenue-at-risk, MPA policy was revised to add a population health metric to

the quality adjustment included in the Traditional MPA and include it in the Calendar Year 2024 and future

MPA adjustments according to the formula below (adjusted for 2% revenue-at-risk):

TCOC results x 1/3 (capped at 2% of Medicare revenue) x (1 + 2 x (RRIP + MHAC Reward/Penalty +
Population Health Quality Measure) where the Population Health Quality Measure is scaled to generate a

result of +4%.
This formula will result in total revenue-at-risk of +2.32% of Medicare payments.
Recommended Revisions to the Traditional MPA - Include Non-Claims-
Based Payments

On November 13, 2024, the Commission approved a retroactive adjustment to correct the MPA savings

target for Calendar Years 2020 to 2024 (CY2020 to CY2024) to reflect newly available information on non-
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claims-based payments (NCBPS) resulting in a one-time increase to hospital rewards estimated at
approximately $22.0 M from Medicare only, through Calendar Year 2023.

Staff recommend replicating this adjustment in the MPA savings target on a go-forward basis beginning in
calendar year 2025 (CY 2025) consistent with the approach the Commission already adopted for prior

years.

Primary care programs such as the Maryland Primary Care Program (MDPCP) have always been included
in MPA scoring with data available monthly that can be attributed at the beneficiary level. However, other
value-based programs have not been included in the MPA scoring, to date. The lack of NCBP data for other
programs penalizes Maryland results as these programs are more significant outside Maryland. Previously
these programs have not been factored into the MPA savings calculation as the data was not uniformly
available, is only reported quarterly, and is not at a beneficiary specific level. However, Staff now believe

the data is sufficiently complete to incorporate these programs into the MPA target.

Recommendations Related to the MPA Framework
Reconciliation Component

Recap of Current Program

In the MPA Framework recommendation Staff noted that under GBRs hospitals do not capture utilization
savings that occur outside their GBR and therefore any successes they achieve help the State meet the
TCOC Model savings target but do not help the hospitals. The Commission adopted the MPA Framework
recommendation and implemented the CTI program as a response to this disconnect. The
recommendation noted the following principles to strengthen hospital incentives:

e Hospitals should keep the savings from their CTls up to 100% to the extent feasible.
e Incentives should be structured to reward participation in CTls and penalize non-patrticipation.

e New and Existing CTls that transform care across the entire delivery system should be supported.

The Framework also included the use of the MPA-RC to pay incentives earned under CTls and to offset
those incentives by reducing Medicare Fee-for-service payments to all hospitals to create a net zero
adjustment (the Offset). This approach was adopted as per the Staff's October 2019 Final MPA Framework
Recommendation, “First, it mitigates the possibility that these care transformation payments will result in a
net increase in the TCOC run rate. Second, when a hospital captures the savings from their CTls, the
resulting increased costs will be spread as an offset across all hospitals resulting in non-participating
hospitals being penalized for their non-participation. Additionally, the Offset incents participation in care
redesign by encouraging participation through limited downside risk and minimizing administrative barriers.

In December of 2023 (MPA Year 6 recommendation), the Framework was amended to include a cap on the

7
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downside risk of a hospital under the CTI program to 2.5% of total Medicare Payments and redistribute

additional risk across all hospitals to maintain the overall savings neutrality in the program.

Recommended Revisions to the MPA Framework Reconciliation
Component

“Improvement Only” Aspects of CTls

Under CTIs, all scored savings that are paid out are offset by reducing payments to hospitals by an equal
amount on a pro rata basis based on Medicare FFS spending at each hospital. Dissavings after the initial
offset are limited to 2.5% of Medicare FFS payments with all eliminated savings shared back across all
facilities in proportion to Medicare FFS payments (the initial redistribution and stop loss application and
further redistribution are collectively known as the CTI Offset). The CTI Offset was intended to (1) provide
value for hospitals generating care transformation savings while maintaining savings to CMS, (2) prevent a
free rider syndrome by “taxing” hospitals that choose not to participate in care redesign or are ineffective,
and (3) incent participation in care redesign by encouraging participation through limited downside risk and
minimizing administrative barriers. In addition to CTI payments, hospitals benefit from CTI initiatives that
reduce hospital utilization via their GBR, although some of this accrues to hospitals other than the CTI

owner.

Stakeholders have raised a concern that the CTls and the CTI Offset is "improvement only” and
disproportionally “taxes” hospitals with lower total cost of care management opportunity and that the
Commission should revisit the “improvement only” nature of CTls in the offset to better recognize regional
differences. Two aspects of the design make CTls an “improvement only” program:
(1) CTI rewards improvement against a hospital’s own baseline, therefore hospitals in lower cost
areas have less opportunity.
(2) The CTI Offset is allocated in proportion to total Medicare spend and therefore does not
recognize the varying opportunity. For example, if region A and region B are the same size and
region A has 3% opportunity and region B has 6% then Region A has 33% of the upside but

bears close to 50% of the risk under the offset redistribution.
Under the Traditional MPA the Commission has already recognized the varying levels of opportunity

through the tiered targets described above and this design was adopted to create a policy that blends

improvement and attainment aspects.
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Proposed Change

Staff do not wish to remove all incentives for all hospitals statewide to improve care delivery but also want
to recognize that all areas of the State do not have equal opportunity. It is not technically feasible to fairly
change the first “improvement only” aspect of the program — measuring success against a hospital’s own
baseline - therefore Staff focused on changes to the CTI Offset. Working with stakeholders Staff developed
a number of potential approaches to incorporate an attainment aspect into the CTI Offset. Staff sought to
balance fairness, complexity and effectiveness in evaluating these approaches. Staff also believe a
relatively mild change is justified in this revision to allow evaluation of the impact across more periods, Staff
would be open to revisiting this and other CTI Offset aspects in conjunction with the full review of MPA

policies next year.

Based on these considerations Staff is recommending the stop loss applied during the offset be tiered in a
way that mirrors the Traditional MPA Scaled Growth Adjustment. This will provide greater protection for
hospitals with less opportunity without eliminating the incentive for all hospitals to drive savings. Table 4

shows the proposed tiers (currently all hospitals are subject to a 2.5% stop l0ss).

Table 4: Scaled Stop Loss Tiers

Hospital Performance vs. Benchmark Proposed Stop Loss
1st Quintile (-15% to + 1% Relative to Benchmark) 1.250%
24 Quintile (+1% to +10% Relative to Benchmark) 1.875%
3" Quintile (+10% to +15% Relative to Benchmark) 2.500%
4t Quintile (+15% to +21% Relative to Benchmark) 3.125%
5% Quintile (+21% to +28% Relative to Benchmark) 3.750%

Modeling using Year 2 CTI adjustments showed this change would have had the impact of shifting
approximately $5 million from the highest cost quintiles to the lowest cost quintiles. Although as the portfolio
of CTls implemented changes each year the actual future impact could be less or more. However,
consistent with stakeholder feedback that changes should not be applied to periods that have already been

implemented Staff recommend implementing this change for CTls starting July 1, 2025.

Staff believe that tiering the offset as described above is appropriate policy but does not wish to

retrospectively change the rules applied resulting in the recommendation above being limited to CTls

initiated in the future.
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Discussions of Comments Received
Background

As with all recommendations, the draft recommendation was developed with substantial community input
including ideas and commitments resulting from prior recommendations, a series of specific workgroups
and ongoing dialog with stakeholders. A formal comment period and Staff discussion of those responses is
usually held for the final recommendation. Staff departed from this practice for the draft recommendation
because the draft recommendation will be the basis for requesting approval from CMS for the MPA Policy,
as required under the TCOC Model Agreement. Given that CMS did not approve the approach in totality,

the changes are addressed in this Final Recommendation.

In addition to discussion during the workgroups, Staff held three more formal comment submission periods,
one prior to the October 23 and 30, 2024, Total Cost of Care Workgroup, a second prior to the November
20, 2024, workgroup meeting, and a third after the December 2024 Commission Meeting. The next
sections recap these comments along with Staff response. Across the three rounds letters were received
from the Maryland Hospital Association (MHA), the University of Maryland Medical System, Adventist
HealthCare, Medstar Health, and LifeBridge Health.

Staff also received substantial input on various technical aspects related to scoring savings under CTIs. In

response to these comments Staff made limited technical changes to the CTI scoring methodology.

Recap of Comments

Areas of focus addressed by multiple stakeholders include:

Support for incorporating non-claims-based payments into savings calculations: Industry
stakeholders strongly supported adding NCBP retroactively and on a go-forward basis.

Concerns about attainment provision in CTls: Some stakeholders raised concern about this and do not
support the change while others support the change while asking for specific methodological analysis to

assess fairness. Staff believe the proposed policy is a reasonable compromise between these positions.

Strongly suggest limiting CTI policy changes to future periods: Stakeholders want to limit changes to
policy during active and enrolled performance years and are supportive of changes on a prospective basis.

Staff adopted this approach.

Support for retrospective implementation of one time, positive-only CTI stop-loss tiering revision:
Stakeholders expressed support for the retrospective implementation of one-off, positive-only CTI stop-loss
tiering revision only for hospitals where the change would have a positive impact on total payments.

Stakeholders cautioned careful deliberation before using this as a way to recoup Statewide savings.

10
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Support for the revision of MPA attribution: Stakeholders proposed revising the attribution methodology
to better align. Staff deferred this until 2026 to align with AHEAD-based changes.

Concerns about MPA results and total cost of care results: Stakeholders raised concern that the
misalignment of MPA and total cost of care results remains a challenge. Staff notes that the model savings
test and MPA savings measurement are designed differently although the addition of NCBP to the MPA

savings will partially address this concern.

Future Areas of Focus
In 2024, HSCRC received comments across a wide range of MPA-related policy areas as noted above. In
the context of the new AHEAD model HSCRC proposed a more comprehensive revisit of the MPA in 2025

in preparation for the start of the model in 2026. The areas of priority include:

* Reuvisit the attribution method for Traditional MPA to consider associations between hospitals and
beneficiaries other than geography.

* Reuvisit the scaled growth rate adjustment to validate hospital groupings and targets, this will be
done in conjunction with Staffs revisit of the HSCRC’s benchmarking approach.

+ Consider indexing the CTI offset to the State’s savings position such that the offset would be
reduced allowing hospitals to retain more savings if the State is performing well on the model

savings test.

11




=
UNIVERSITY of MARYLAND

i MEDICAL SYSTEM

250 W. Pratt Street CORPORATE OFFICE
24th Floor

Baltimore, MD 21201-6829

WWWw.umms.org

December 23rd, 2024

Jon Kromm

Executive Director

Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215

RE: UMMS Comment Letter on Draft Recommendation for CY25 Medicare Performance Adjustment
Dear Jon:

On behalf of the University of Maryland Medical System (UMMS) and its member organizations, | am providing feedback
on the Draft Recommendation for the CY25 iteration of the Medicare Performance Adjustment (MPA), inclusive of
changes to the Care Transformation Initiative (CTI) Policies discussed in the Public Commission Meeting on December
11th, 2024:

Inclusion of Non-Claims-Based Payments

UMMS reiterates support for the inclusion of non-claims-based payments in the MPA scoring to be implemented in the
measurement of CY25 performance. As noted by the Commission, Maryland sees exceptional TCOC results while
consistently seeing almost all hospitals in the State perform poorly in the MPA. This delta between TCOC and MPA
undermines engagement in these policies and often deters returns on investment from the mission of community
health, a key goal of the MPA. UMMS has asked the TCOC workgroup to consider ensuring MPA results are
benchmarked to statewide savings to Medicare in future methodological iterations and the inclusion of non-claims-
based payments is a first step in this direction.

Attainment Change to CTIs — MPA Tiering of CTI Stop-Loss

UMMS supported, in principle, the implementation of TCOC attainment elements into the CTI offset and/or stop-loss
methodologies. However, per our November 15" |etter to the Commission, the conclusion that differential TCOC
standing impacts the ability to achieve savings is not supported by performance year two (PY2) experience nor
Commission provided modeling. As noted in more detail previously, 70% of all savings in PY2 were awarded to hospitals
in the lowest two quintiles (the proposed lowest TCOC attainment opportunity) of the MPA tiers. The result of any shifts
in policy based on this assumed, but not proven attainment theory (the exception would be changes to the revenue
neutrality of the policy itself), is putting more burden on hospitals in high TCOC areas and protecting hospitals in low
TCOC areas regardless of other important hospital and catchment area characteristics.
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Implementing this change based on MPA tiers would hold hospitals in high-cost areas accountable for a possible max of
triple the amount (3.75% of Medicare revenue) of what hospitals in low-cost areas would be accountable for (1.25% of
Medicare revenue). This maximum penalty for 1st quintile hospitals is too low, sitting close to 1% where the Commission
has set the minimum savings rate (MSR) for large populations in the CTl policy, and in a spot that could be completely
recouped by natural advantages of low-TCOC in the traditional MPA policy. The Commission argues that they don't want
to disincentivize participation in the CTI policy but solidifying this as a relatively small loss all but guarantees the decision
by hospitals in low-TCOC quintiles to de-prioritize if not completely ignore the policy. The fourth and fifth quintiles on
the other hand will have no choice but to continue to invest heavily in their CTl strategies, lest they be regressively
targeted by these policies and their MPA adjustment risk and lose a maximum of 6% of their Medicare revenues
altogether. The delta proposed between these MPA tiers is not just inequitable, it is simply not sustainable for hospitals
in these high-TCOC quintiles to build out. Additionally, as with the integrated efficiency policy and other ranking
methods, quintiles ensure there are always hospitals in an advantaged or disadvantaged position and, for one to
improve, another must erode. This creates a competitive and further regressive nature to TCOC improvement which
disincentives working regionally to improve the State.

The Commission’s insistence on insulating hospitals in areas of low cost and putting more burden on hospitals that are in
higher cost communities runs counter to the health equity goals of this model and the next. As all Maryland hospitals
strive for higher value in care, these policy mechanics redistribute more resources away from high-need areas like
Baltimore City and the Eastern Shore to protect hospitals in Montgomery and Howard Counties. Doing this ignores that
geography and disparity impact cost, and flatly disincentivizes investment in the places that our model is meant to
protect.

UMMS requests again that the MPA quintiles should consider differential health equity experience in hospital attributed
populations, reliant on the leadership and expertise of the Maryland Commission on Health Equity in the AHEAD model.
UMMS contends that we should not hastily implement tiering that does not fully consider this new governance body’s
expertise and policy development scope. Additionally, the relationship between MPA quintile and CTl opportunity
should be more closely studied following multiple full years of performance data ahead of significant and redistributive
policy changes.

Timing of Policy Changes in the Care Transformation Initiatives Policy

UMMS supports the Commission’s position of vetting and passing policy changes prior to the enrollment period of and
for the next performance period. We appreciate the efforts of the Total Cost of Care Workgroup staff to ensure that this
complex modeling and discussion continues with the industry. It is critical hospitals know the rules of engagement in
policies prior to setting strategies and making informed investments.

Retrospective Revisions to CTI Performance Years

UMMS supports the retrospective implementation of one-off, positive-only CTl savings changes based on the State’s
favorable savings position. Shared savings are a core tenet of value-based care models nationwide and Maryland must
ensure it can fund its future, in addition to performing and providing return to Medicare. That said, UMMS would
caution careful deliberation before using this as a mechanism going forward for recouping Statewide savings. While the
Commission should grapple with how to effectively share savings in this model and ensure needed reinvestments can be
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made in Maryland, the industry would need to understand and cross-examine the equity and fairness of such an
approach.

Sincerely,

e e

Alicia Cunningham
Senior Vice President, Corporate Finance & Revenue Advisory Services

cc:

Mohan Suntha, MD, MBA, UMMS President and Chief Executive Officer
Joe Hoffman, UMMS Chief Financial Officer

Joshua Sharfstein, MD Chairman

James Elliot, MD Vice Chair

Adam Kane

Maulik Joshi, Dr. P.H.

Ricardo R. Johnson

Nicki McCann, JD

Farzaneh (Fazi) Sabi, MD
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Il Sources and Levels of Analysis

Sources Levels of Analysis Unit of Ana|ysis
« Hospital Financial Statements Level 1: Hospital Operating H ital
e HSCRC recei\_/es ar_mu_al audit(_ed Regulated Business OSpI a
system-level financial information _
which also support balance sheet . : :
e 2150 upp Level2i Hospital Operating Hospital
« HSCRC Annual Cost Report Reg.UIated Entity, Al
HSCRC receives annual hospital Business
level inf ti
fg.e information. . Level 3: Parent Health System
is information is reconciled to )
thebsystem level financialls and is System Operatlng All
subject to certain special audit .
procedures although it is not itself Busmesses
audited, and there may be some - T . S t
otal Margin - Parent ystem

fluidity in terms of how costs are
allocated between entities.

Income statement only.

Health System Operating Al
Businesses + Non-
Operating Results
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I System-Level Reporting

* Attached presentation reflects a review of audited system results that are received on an annual basis.
« System results are typically only reviewed annually upon receipt of June fiscal year audited financials.
* Most ongoing HSCRC review focuses on hospital regulated entities.
* For System-level review only primarily Maryland domiciled systems are included as otherwise non-
Maryland operations of large out-of-state systems would swamp the results.
* System-level review is important because:

* Nearly all hospitals are now part of larger entities with varying legal structures, organization charts and
business strategies all of which impacts the strategy of the hospital and how costs are reported.

« Audit opinions are restricted to the consolidated financial statements, individual entity information is
displayed only for informational purposes therefore the numbers are most authoritative at the
consolidated level (the HSCRC could require hospital-entity level audits but that would add significant
cost to financial reporting).

« Debt is issued at the “obligated group” level which is often the system or some other aggregation but
rarely the hospital. Cash and Investments are also typically managed on a system basis.
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- Simplified Metric Definitions’

All data is fiscal year, where applicable prior calendar year results are incorporated for calendar year hospitals

e Statewide Total for metrics refers to the value calculated at a total state level, which is equivalent to a weighted

average of the results.

* Metrics reflect a narrow subset of possible metrics. Staff selected metrics balancing their relevance with simplicity

of presentation. Other metrics would be included in a more comprehensive review.

* Margin (Hospital and System Level)
®* (Revenue — Expenses) / Revenue
®*  Higher is stronger
®* Addresses whether current revenues cover current
expenses
* Days Cash on Hand (System Level)

®* (Cash + Investments) / Cash Operating Expenses
®* Higher is stronger

° Restricted cash and investments are excluded, board-

designated are included
®* Addresses resources available to the organization

* Debt to Capitalization (System Level)
®* Debt/ (Debt + Unrestricted Net Assets)
®* Lower is stronger
®* Addresses borrowing capacity/burden

Average Age of Plant (System Level)

®*  Accumulated Depreciation / (Depreciation), where
“Accumulated Depreciation” is the total depreciation recorded
over the life of all non-retired assets per the balance sheet

®* Lower is stronger
®* Addresses level of capital investment

®* Considerations — measure will age if asset mix moves to
long-lived assets, measure will age if assets are being
moving towards retirement. Presentation includes an
additional measure on assets per equivalent inpatient day.

* Alternative Metric - Metric = Net Property Plant and
Equipment / Equivalent Inpatient Days (EIPD), adjusted for
capital expenditure inflation, where “EIPD” converts
outpatient revenue into an inpatient day statistic based on
relative revenue.
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*Some accounting terms have been simplified for presentation purposes, specific line items used in audited financial statements may be more precisely named
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I Points of Comparison

* Presentation focuses on comparison of Maryland hospital performance over time.

* For alonger-term perspective Staff have included references to the HSCRC’s FY 2004 Financial Conditions
Report (this year was chosen as the report was available)

* Presentation does not benchmark against national or other external reference points
because:
* Obtaining timely national data can be challenging in terms of comparability and time lags.
* Medicare Cost report data is significantly lagged.
* Bond rating data is at a system level and not necessarily a representative sample.

* National data may not provide an appropriate reference point due to differences in the Maryland and national
environments:

* Lack of for-profit hospitals
* GBRincentives
* Maryland rate regulatory system

« Historically, HSCRC staff released a Financial Conditions Report that included targets,
presentation includes these as a point of reference.
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Margin Overview
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FY24 Comparison: Margin Comparison Across All Entity Levels
Level 1 Level 2

Regulated ® Financial performance can not be evaluated solely on
i a single level, it is important to look across them all.
Health System* Regula_ted Entlty Health g p
Operating Operating System o .
Margin Margin Total Margin Although regulated revenue accounts for the majority
System A 9.02% 2 70% 0.81% 1.32% of health system revenue, regulated operating margins
e . o e are not necessarily correlated with Regulated Entity
System B 16.64% -3.99% -3.99% -1.13% and Health System operating margins. For example,
System C 7.29% -0.71% -6.10% 0.18% health systems may take varying allocation
System D 6.59% -0.79% -5.31% -1.00% approaches resulting in different relationships between
System E 12.88% 1.77% 1.11% 3.55% margins at different levels within the system.
System F 0.71% 0.81% 1.49% 5.98% ® Academic hospitals report more physician costs as
System G 13.32% 1.99% 0.20% 4.11% regulated due to the inclusion of teaching costs within
System H 9.76% 1.88% -0.98% 3.36% regulated reimbursement.
System | 7.57% -1.52% 1.93% 5.68% ® Health systems make varying investment decisions in
System J 717% 4.85% 4.24% 7.71% the non-regulated space:
System K 15.77% 12.76% 3.75% 9.73% ®  Level of investment out-of-state
System L 17.95% 8.70% 117% 5.20% ° Level of investments in physicians
System M 7.14% -0.41% 0.13% 3.18% ® Systems losing money at Level 3 represent only 11%
2024 Statewide Totals 7.18% 0.97% 0.98% 4.91% of revenue, indicating the largest challenge is with
- smaller systems (although some of these institutions
% of Maryland Regulated Operating Revenue** 100% 88% 52% 52% are thriving)
% of Hospitals Losing Money 7% 56% NA NA
% of Systems Losing Money 0% 46% 46% 15%

Source: All Levels except Level 1 from System Audited Financial data. Level 1 data from Hospital Annual Filing data.

*Trinity, Ascension, Garrett, Christiana Union, and Western Maryland have been excluded as system level financials are not primarily
reflective of Maryland institutions. However, their hospitals are included in the “% of hospitals losing money” row.

** Excluding System I, Operating revenue is 63% Maryland regulated revenue
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Hospital Level Results (unit of organization is hospital)
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I Hospital Margins FY2011 to FY2025* (

Level 1: Total Hospital Regulated Operating Margin

. 9.7% o
8.4% 8.6% g9 0% 829 7 g0 7.8% 0%

(o)
7.50% 7.2% 6.5% 6.6%

6.48%
5.3%

FY11 FY12 FY13,FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25
YTD

Level 2: Total Hospital Regulated Entity Operating Margin

GBRs->

3.55% i 3.5% 3. 4% 3.39,

2.8%
0,
N 2.1 A’ 0% 1.71%
1.2%! 0.8% 0.88%
I B 0%

FY11 FY12 FY13. FY14 FY15 FY16 FY17 FY18 FY19 FY20 FY21 FY22 FY23 FY24 FY25
YTD

4.0%

*All years except FY25 per Hospital Annual Filings. FY25YTD from unaudited monthly reports through December 2024.
To estimated audited margin, FY25YTD regulated margin has been inflated by 2% to reflect typical increase from unaudited to audited result

and )

Level 1 margins are strong in all
periods, FY22 and FY23 margins were
relatively weak but still greater than
6%. In FY24 and FY25 Level 1 margins
have returned to pre-pandemic levels
and are above pre-GBR levels.

Unregulated costs, particularly physician
costs, pull total margins down, this
phenomenon has increased in recent
years.

In the weakest years Level 2 margins
have remained positive in total.

In the past the HSCRC has identified
2.75% as a target operating margin
(2004 HSCRC Financial Conditions
report)

Average margins do not tell the whole
story, subsequent slides look at margin
distribution

Y maryland
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20.0%
18.0%
16.0%
14.0%
12.0%
10.0%
8.0%
6.0%
4.0%
2.0%

0.0%

Distribution and Median of Hospital Regulated Operating Margins*

(

)

Graph shows median (highlighted) and 25t to 75" percentile (line)

10.1%

® 6.8%

2.6%

2013

Margin % by hospital for selected years.

' GBRs ->

13.5%

¢ 10.7%

5.7%

2019

12.8%
11.9%
® 8.3% * 8.3%
3.6% 4.1%
2022 2023

14.1%

¢ 10.4%

6.6%

2024

17.2%

¢ 11.6%

4.1%

2025 YTD

*All years except FY25 per Hospital Annual Filings. FY24YTD from unaudited monthly reports through December 2024. Data excludes FMFs and FSEs
FY25YTD regulated margin has been inflated by 2% to estimate audited to reflect typical increased from unaudited to audited result

While Level 1 regulated margins
declined in FY22 and FY23, they
were still slightly above pre-GBR
(FY13) levels. Margins
rebounded in FY24 and are
continuing that recovery in the
first half of FY25.

Distribution now matches pre-
pandemic level (FY25 distribution
is likely wider due to partial year).

B maryland
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gy Distribution and Median of Total Hospital Operating Margins®
( )

8.0% Graph shows median (highlighted) and 25t to 75t percentile (line)
Margin % by hospital for selected years.

* Only hospitals at or below the 25
percentile were losing money both
in 2013 (pre-GBR) and 2019.

6.0% ' GBRs -
Spp | 5 2o In the most recent years a
o ' 4.5% ' significant group of hospitals are
4.0% 3.9% losing money due to high
3.0% 2.9% nregulat ts.
. . 250 pr— unregulated costs
e : e 1.4% However, results at this level are
* 0.8% very sensitive to (a) how a system
0.0% . ¢ -0.3% reports its physician costs and (b)
1.4% e 1.4% how much overhead cost is
2.0% - -1.8% allocated from parent entities.
-3.3% Systems that can leverage shared
-4.0% services are likely to be more
-5.1% efficient over the long term.
-6.0%
2013 2019 2022 2023 2024 2025 YTD

*All years except FY25 per Hospital Annual Filings. FY24YTD from unaudited monthly reports through December 2024. Data excludes FMFs and FSEs
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System Level Results
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Il State-\Wide Health System Operating (Level 3) and
Total (Level 4) Margins

Operating Margin

6.00%

5.00%

4.00%

3.00%

2.00%

1.00%

0.00%

-1.00%

-2.00%

-3.00%

FY13

FY19

-1.73%

FY22
Fiscal Year

FY23

4.91%

FY24

maryland

ic§ health services

cost review commission
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o FY24 Comparison: Health System Operating Margins ( ) and Total
Margins (Level 4)

Health * After considering non-operating income, system margins
System Total were almost 5% in 2024, due to strong investment returns
Margin (which make up almost all non-operating income).
System A 0.81% 1.32%

* HSCRC does not formally consider investment returns in its

System B -3.99% -1.13% . . .
System C 6.10% 0.18% methodologies, but they are a source of addltlonalosecurlty.
System D 5.31% 1.00% As Maryland regulated revenue makes up over 50% of total

revenue investment balance reflect regulated rates to a
System E -1.11% 3.55% . g

significant degree.
System F 1.49% 5.98%
System G 0.20% 4.11% * Inve;_tment rgturns are \(olaftile_but over the long term are

.0 98° o ositive, particularly for institutions with large portfolios,

System H 0.98% 3.36%
System | 1.93% 5.68% therefore, shorter-term volatility is not a reason to exclude
System J 4.249% 7 71% them from all consideration.
System K 3.75% 9.73% * Some institutions carry debt that could be paid down or off
System L -117% 5.20% given their investment balances This is a sound financial
System M 0.13% 3.18% strategy given differing returns on investments versus
2024 Totals 0.98% 4.91% interest costs. However, this strategy does not currently
% of Systems Losing Money 46% 15% benefit rate payers as the interest cost is considered a

regulated cost but the interest income is excluded from
consideration. Debt service requirements are also often
cited as a reason to increase regulated rates.

{ maryland
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I Y2024 Health System Bond Ratings (Level 4)

FY24 Moody's FY24 S & P FY24 Fitch 23 or 24
NR NR

System A BBB ® Two upgrades and two
downgrades in FY23 and
System C Baa1 NR NR FY24.
System D Baa1 NR BBB+ Downgrade ® Two additional downgrades
in FY25 (not shown).
System E , .
y NR A A ®* Ratings are still all
System F Aa2 AA- AA- considered “investment
grade” per S&P.
System G A A NR ®* Interest costs represent
(0]
System H A3 A- NR Downgrade (1) 1.6% of regulated costs.
System | A2 A NR
(1) This system was downgraded
System J A3 A- NR Upgrade by Moody’s in 2023 but in late
2024 Moody’s revised their
System K NR A- A Upgrade outlook upward from negative to
stable.
System L Baa1 A NR
System M A2 A NR
maryland

ic§ health services 15
Source: Echo Financial Products, Maryland Not-For-Profit Healthcare Peer Report for Fiscal Years 2024 and 2023. www.echo-fp.com b cost review commission



R Balance Sheet, Liquidity: # Days Cash on Hand (Level 4)

300

250

200

150

100

50

Graph shows median (highlighted) and 25t to 75" percentile (line) #

171

2012

Days Cash on Hand by system for selected years.

2013

' GBRs ->

232

146

2019

| 234

144

2022

138

2023

234

136

2024

Use of operating expenses in the
denominator means the measure is
inflation adjusted.

Balances grew from 2013 to 2019 and
have remained stable since, despite
pandemic and inflation.

Hospitals have observed rating
agencies are looking for much higher
cash balances in recent years given
national averages. Rating agencies
have also acknowledged the HSCRC'’s
role in securing hospital financial
strength.

2004 HSCRC Financial Conditions
report discusses 115 days as a target
and observed statewide median
performance of 78 days.

maryland
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R Balance Sheet, Financing: Debt to Capitalization (Level 4)

0.70

0.60

0.50

0.40

0.30

0.20

0.10

Graph shows median (highlighted) and 25t to 75! percentile (line) Debt
to Capitalization Ratio by system for selected years.

 GBRs ->
| 0.59 | 0.58 |
=
 0.55 | [ 050
00 IR 0.47 0.44
! I 0.43 0.43
041 | ] 0.42 |
i ] 0.39]
0.34 0.33 0.3 'IE
0.28
2012 2013 2019 2022 2023 2024

Debt position has improved
across the spectrum of
institutions over the life of the
model.

2004 HSCRC Financial
Conditions report discusses
0.40 as a target value and
observed statewide median
performance of 0.39.

maryland
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R Balance Sheet, Capital: Average Age of Plant (Level 4)

18.00 Graph shows median (circle) and 25t to 75t percentile (line) Average * Data reflects system-level so includes non-
' Age of Plant by system for selected years. hospital and non-Maryland assets.
16.00 * Median Average Age of Plant has
GBRs -> 15.28 increased materially, particularly in the last
few years.
14.00 13.90 | 14.14 ] 14.08 Y
13.28 ?m * Increase is greatest in smaller institutions.
12.00 12.68 Statewide Total and median were very
11.36 11.45 T 11.40 [ 1175 11.25 similar in 2013, but Statewide Total (12.3)
10.84 is now almost 2 years below the median.
10.00 i m 9.95

o m i e  Capital investment reflects the point in the
8.00 | i capital cycle — as capital investment has
' 7.45 8.24 gone down; debt and cash and investment

positions have improved.

6.00
*  Declining volumes would result in older
4.00 average age of plant as short-term asset
) are rationalized more quickly.
2.00 * 2004 HSCRC Financial Conditions report

discusses 8.5 years as a target value and
observed statewide median performance

2012 2013 2019 2022 2023 2024 S 405 yeals

maryland
ic§ health services 18
: cost review commission
Source: Hospital System Audited Financial Statements



Il Capital Investment In Relation to Volume (Level 4)

Inflation Normalized PP&E per EIPD has increased by

23% since 2013 — Statewide Total e Metric measures the ratio
of system level invested
$2.500 | GBRs -> capital per unit of service
delivered in the MD
$2.400 i $2,385 $2.362 $2,377 system.
* Metric shows significantly
$2,300 more investment in capital
| versus unit of service
$2,200 $2,166 delivered in 2024
compared to 2019 or
$2,100 ; 2013.
$2,005
$2,000
$1,900
$1,800
2013 ! 2019 2022 2023 2024
maryland
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B Summary

* There are many considerations in evaluating health system financial performance. Results need to be
evaluated across hospital, hospital entity and system level, and no one view is definitive.

* Overall, the current state of health system financial performance is a mixed picture
®* Regulated operating margins are above pre-global budget model levels after a few years of weakness

®* However, total operating margins have fallen since the start of the global budget model, primarily driven by increasing non-
regulated physician costs.

®* Cash and debt positions are stronger than prior to the global budget model.
®* The age of plant shows a worsening position, while fixed assets per unit of volume do not show a deficit compared to prior years.

* No hospitals are facing imminent solvency questions, but several hospitals in smaller systems are at
financial risk over the next several year, particularly related to managing non-regulated physician costs.

* Due to challenges with establishing an appropriate benchmark, Staff have not compared system
results to national averages. These challenges include the timeliness of data and the standard of
comparison.

* In addition to the other ongoing policy work, particular implications for future consideration include:
* Costs related to hospital-based physicians, with a special focus on smaller systems.
®*  Further analysis of capital strategy
®* A process to set a standard for national comparison for financial result

maryland
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I March Data 2025 Reporting

Monthly, public reporting of three measures:

 ED1-like measure: ED arrival to inpatient admission time for all admitted patients
 OP18-like measure: ED arrival to discharge time for patients who are not admitted

 EMS turnaround time (from MIEMSS): Time from arrival at ED to transfer of patient care from EMS to the hospital

Data received for 44 out of 44 hospitals

 These data should be considered preliminary given timeliness of the data (i.e., the hospitals must turn in by the first
Friday of new month)

 These data are being collected for hospital quality improvement and have NOT been audited by the HSCRC; data can be
used for trending purposes within the hospital

« Data may be updated over time if issues are identified or specifications change
Graphs:

* Rolling median (June 2023-Latest Month) and change from June 2023/first month provided

« Latest month grouped by CMS ED volume category (Volume data is from CMS Care Compare or imputed by hospital,
volume categories were recently updated on CMS Care Compare.)

 Graphs have not been QAed by hospitals due to fast turnaround time
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I ED Median Wait Time

Reporting Month

Median Wait Time by Measure Type for March 2025 March 2025
800.1 Service Type
800
Br
o B op
E
; 600 294.7 587.2
L]
=
&
ke
3 .00 3815
B
g
E 235.9 2327
< 200
0
ED-1a ED-1b ED-1c OP-18a OP-18b OP-18c¢
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I Ed1a Update

Average Median Wait Time by Hospital

Reporting Manth: March 2025
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I Ed1a Update

Median Wait Time Distribution for ED-1a
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I ED Median Wait Time

Average Median Wait Time All Hospitals for ED-1a

August Septembe October NowemberDecember Jamuary February March
r2023 2003 2023 2024 2024 2024

anpq Mugust Septembe October NovemberDecember January February March
2024 r2024 2024 2024 2024 2025 2025 2025

Hospital Name June 2023 July 2023 ;‘;: May 2024 June 2024 July

AAMC
ASCEMSION SAINT AGNES
ATLANTIC GENERAL

HOWARD

JH BAYVIEW

JOHNE HOPKINS
MEDSTAR FRAMELIN SQUA.
MEDSTAR GOOD SAMARIT..
MEDSTAR HARBOR
MEDSTAR MONTGOMERY
MEDSTAR SOUTHERN MA..
MEDSTAR ST. MARY'S
MEDSTAR UNION MEMORI,
MERCY

MERITUS

HORTHWEST

SHADY GROVE

SINAT

SUBURBAN

TIDALHEALTH PENINSULA
UM BWMC

UM CAPITAL REGION

UM SHORE EASTON
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Measure

ED-1b

I Ed1b Update

Average Median Wait Time by Hospital

Reporting Month: March 2025
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I Ed1b Update

Measure

ED-1b

Median Wait Time Distribution for ED-1b
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I Ed1b Update

Average Median Wait Time All Hospitals for ED-1b

Measure Change from Base

o cco IR+
August October January February March  April August October January February March

Hospitel Nans June2023 July 2008 “ogan T raoez  2me3 203 2024 2024 2004  zoga MY 2028lune 024 July 2028 Tono," T onas  zoza 2024 2024 2025 2085 2025

ARMC

ASCEMSION SAINT AGNES
ATLANTIC GEMERAL
CALVERT

CARROLL

CHARLES REGIONAL
CHRISTIAMACARE, UNION

FREDERICK
FTWASHINGTON
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GBMC

HOLY CROSS

HOLY CROSS GERMANTO..
HOWARD

JH BAYVIEW

JOHNS HOPKINS

TIDALHEALTH PENINSULA
UM BWMC :
UM CAPITAL REGION
UM SHORE EASTON
UM ST. JOSEPH
UMMC DOWNTOWN
UMMC MIDTOWN
UPMC WESTERN MD
UPPER CHESAPEAKE
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I Ed1c Update

Average Median Wait Time by Hospital

Reporting Menth: March 2025
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I Ed1c Update

Median Wait Time Distribution for ED-1c
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I Ed1c Update

Average Median Wait Time All Hospitals for ED-1c
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I OP18a Update

Measure

OP-18a

Average Median Wait Time by Hospital

Reporting Month: March 2025
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I OP18a Update

Measure

0OP-18a

Median Wait Time Distribution for OP-18a
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I OP18a Update

Average Median Wait Time All Hospitals for OP-18a
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I OP18b Update

Measure

OP-18b

Median Wait Time Distribution for OP-18b
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I OP18b Update

Measure Change from Base

Average Median Wait Time All Hospitals for OP-18b
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I OP18c Update

Average Median Wait Time by Hospital

Reporting Manth: March 2025
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I OP18c Update

Median Wait Time Distribution for OP-18c
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I OP18c Update

Average Median Wait Time All Hospitals for OP-18c

Maasure Change from Base
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I ENS Turnaround Times: March Performance

« 23 hospitals reported the 90th percentile of turnaround time was <=35 minutes
« 25 hospitals reported the 90th percentile of turnaround time was 35-60 minutes
* 4 hospitals reported the 90th percentile of turnaround time was over 60 minutes
« Hospitals with improving performance

* (Average to high performing): Bowie Health Center, CalvertHealth Medical Center, Grace
Medical Center, Montgomery Medical Center, St. Mary’s Hospital, Union Memorial Hospital

» (Low performing to average): Baltimore Washington Medical Center, Carroll Hospital Center,
Charles Regional, Howard County Medical Center, Sinai Hospital, St. Agnes Hospital

« Hospitals with declining performance
* (High performing to average): NA
* (Average to low performing): NA

AW maryland
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I ENMS Turnaround Times: March 2025 Performance

90th Percentile: 0-35 Minutes

Atlantic General Hospital

Bowie Health Center +
CalvertHealth Medical Center+
Cambridge Free-Standing ED
Chestertown

Frederick Health Hospital

Garrett Regional Medical Center
Germantown Emergency Center
Grace Medical Center +

Holy Cross Germantown Hospital
Holy Cross Hospital

Johns Hopkins Hospital PEDIATRIC
McCready Health Pavilion

Meritus Medical Center
Montgomery Medical Center +
Peninsula Regional

Queenstown Emergency Center

R Adams Cowley Shock Trauma Center
Shady Grove Medical Center

St. Mary’s Hospital +

Union Memorial Hospital +

Walter Reed National Military Medical Center
Western Maryland

>35 Minutes

Anne Arundel Medical Center
Baltimore Washington Medical Center+
Carroll Hospital Center +

Charles Regional +

Easton

Fort Washington Medical Center
Franklin Square

Good Samaritan Hospital

Greater Baltimore Medical Center
Harbor Hospital

Howard County Medical Center +
Johns Hopkins Bayview

Johns Hopkins Hospital ADULT
Laurel Medical Center

Mercy Medical Center

Midtown

Sinai Hospital +

St. Agnes Hospital +

St. Joseph Medical Center
Suburban Hospital

Union Hospital

University of Maryland Medical Center
Upper Chesapeake Health Aberdeen
Upper Chesapeake Medical Center
White Oak Medical Center

>60 Minutes

Capital Region Medical Center
Doctors Community Medical Center
Northwest Hospital

Southern Maryland Hospital

% héalllti" services

cost review commission

(+): Hospital improved by one or more categories; (-): Hospital declined by one or more categories
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TO:
HSCRC Commissioners
FROM:
HSCRC Staff
DATE:
April 9, 2025
RE:
Hearing and Meeting Schedule
May 14, 2025 In person at HSCRC office and Zoom webinar
June 11, 2025 In person at HSCRC office and Zoom webinar

The Agenda for the Executive and Public Sessions will be available for your
review on the Wednesday before the Commission meeting on the
Commission’s website at http://hscrc.maryland.gov/Pages/commission-
meetings.aspx.

Post-meeting documents will be available on the Commission’s website
following the Commission meeting.

Joshua Sharfstein, MD
Chairman

James N. Elliott, MD
Vice-Chairman

James N. Elliott, MD
Ricardo R. Johnson
Maulik Joshi, DrPH
Adam Kane, Esq
Nicki McCann, JD

Farzaneh Sabi, MD

Jonathan Kromm, PhD
Executive Director

William Henderson
Director
Medical Economics & Data Analytics

Allan Pack
Director
Population-Based Methodologies

Gerard J. Schmith
Director
Revenue & Regulation Compliance

Claudine Williams
Director
Healthcare Data Management & Integrity

The Health Services Cost Review Commission is an independent agency of the State of Maryland

P: 410.764.2605 F: 410.358.6217 4160 Patterson Avenue | Baltimore, MD 21215

hscrc.maryland.gov
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