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payment f rom the global price contract. JHHC maintains it has been active in similar types of  f ixed fee 

contracts for several years, and that JHHC is adequately capitalized to bear risk of  potential losses.     

V.   STAFF EVALUATION  

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

believes that the Hospitals can continue to achieve a favorable performance under the arrangement.  

VI.   STAFF RECOMMENDATION 

 The staf f  recommends that the Commission approve the Hospitals' application for an alternative 

method of  rate determination with Carrum Health, Inc. for joint replacement and joint replacement consult 

services, hip and knee replacement, cardiovascular, CAR-T and spine surgery for a one-year beginning 

April 1, 2026.  The Hospitals must f ile a renewal application annually for continued participation. 

 Consistent with its policy paper regarding applications for alternative methods of  rate determination, 

the staf f  recommends that this approval be contingent upon the execution of  the standard Memorandum of  

Understanding ("MOU") with the Hospitals for the approved contract.  This document would formalize the 

understanding between the Commission and the Hospitals and would include provisions for such things as 

payments of  HSCRC-approved rates, treatment of  losses that may be attributed to the contract, quarterly 

and annual reporting, conf identiality of  data submitted, penalties for noncompliance, project termination 

and/or alteration, on-going monitoring, and other issues specif ic 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. 



Request to Access HSCRC Confidential Patient Level 
Data from The Oregon Health and Science University
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STAFF RECOMMENDATION

1. HSCRC staff recommends that the request by Oregon Health & 
Science University for the Data for Calendar Years 2012 through 
2021 be approved, with the understanding that components of this work 
were previously approved at the HSCRC Public Meeting on March 
8, 2023 for the project “Risk Prediction and Optimizing Outcomes to 1-
Year After Firearm Injury Among Children,” and previously approved 
at the HSCRC Public Meeting on July 30, 2025 for the project “A 
Multi-State Evaluation of Emergency Department Pediatric Readiness.”

2. This access will include limited confidential information for subjects 
meeting the criteria for the research.



 

 

Final Staff Recommendation for a 

Request to Access HSCRC Confidential Patient Level Data from 

The Oregon Health and Science University 

Health Services Cost Review Commission 
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This is a final recommendation for Commission consideration at the April 15, 2026, Public Commission Meeting. 
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SUMMARY STATEMENT 

Oregon Health & Science University (OHSU) requests access to the Statewide Conf idential 
Hospital Discharge Data Sets (Inpatient) and Hospital Outpatient Data Sets (Outpatient) collected by the 
Health Services Cost Review Commission (HSCRC) to support two large, federally funded projects 
evaluating emergency department (ED) pediatric readiness and pediatric f irearm injury outcomes. This 
request represents a renewal of work previously approved by the Board of Commissioners on March 
8, 2023 and July 30, 2025; there are no changes to the research aims, study design, or the conf idential 
data elements required for these analyses. The projects aim to assess how ED pediatric readiness 
inf luences survival, quality of  care, healthcare utilization, and costs for children receiving emergency 
services, and to develop risk-prediction models and systems-level strategies to reduce morbidity and 
mortality associated with f irearm injuries in children. Collectively, these studies will inform clinical practice, 
emergency care systems, and national health policy to optimize pediatric emergency care. 

OBJECTIVE 
This request includes two ongoing, unchanged research initiatives: 

1. A Multi-State Evaluation of Emergency Department Pediatric Readiness 
This project evaluates pediatric emergency care readiness using statewide and multi-state data 
across two major readiness survey periods (2012–2014 and 2019–2021). Objectives include: 
assessing guideline uptake; examining associations between ED readiness and outcomes; 
evaluating costs; and developing survival-based, validated measures of  pediatric readiness. 
Findings will inform the National Pediatric Readiness Project (NPRP), Emergency Medical Services 
for Children (EMSC), trauma system guidelines, and national health policy. 

2. Risk Prediction and Optimizing Outcomes to 1-Year After Firearm Injury Among Children 
Using three national cohorts, this project develops machine-learning and geospatial prediction 
models for f irearm injury, recidivism, healthcare utilization, and 1-year mortality. It also evaluates 
which ED and hospital characteristics most inf luence survival af ter f irearm injury. These f indings will 
inform primary, secondary, and tertiary prevention strategies and guide revisions to trauma triage 
guidelines, trauma center verif ication standards, and pediatric readiness policy. 

Together, these projects address critical scientif ic gaps and have direct implications for reducing 
preventable mortality, improving emergency care quality, and guiding national pediatric health policy. 

Oregon Health and Science University received approval f rom the Maryland Department of  Health (MDH) 
Institutional Review Board (IRB) on March 10, 2026, and the MDH Strategic Data Initiative (SDI) of f ice on 
June 30, 2025.  
 

(The Data will not be used to identify individual patients. All PHI will remain at the University of Utah for the 
purpose of record linkage and will be destroyed immediately after linkage is complete. The de-identified 
limited dataset will be retained by Oregon Health & Science University until project completion on 
December 31, 2026. At that time, all Data will be destroyed, and a Certification of Destruction will be 
submitted to the HSCRC.) 
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REQUEST FOR ACCESS TO THE CONFIDENTIAL PATIENT LEVEL DATA 

 All requests for the Data are reviewed by the HSCRC Conf idential Data Review Committee (“the 
Review Committee”), which includes representatives f rom HSCRC and the MDH Environmental Health 
Bureau. The Review Committee evaluates whether: 

1. The proposed study or research is in the public interest; 
2. The study or research design is sound f rom a technical perspective; 
3. The organization is credible; 
4. The organization is in full compliance with HIPAA, the Privacy Act, Freedom Act, and all other state 

and federal laws and regulations, including Medicare regulations; and 
5. The organization has adequate data security procedures in place to ensure protection of  patient 

 
OHSU requests approval to use conf idential patient-level data for Calendar Years 2012 through 2021. 
These data years are essential for constructing the study cohorts, performing probabilistic linkages with vital 
statistics, examining pre- and post-survey pediatric readiness periods, and estimating longitudinal 
outcomes. The limited PHI variables requested include date of birth, patient home ZIP code, and all 
relevant service dates (date of  service, discharge dates, procedure dates). These f ields are required for 
linkage and for generating distance, timing, and survival-related variables. All PHI will remain exclusively at 
the University of  Utah Data Coordinating Center and will be destroyed following linkage; only de-identif ied 
limited datasets will be provided to OHSU for analysis, in accordance with the approved Data Security Plan. 

The Review Committee unanimously agreed to recommend approval. As with all conf idential data 
approvals, OHSU will provide annual progress reports and will submit the f inal project report to the HSCRC 
prior to public release. 

STAFF RECOMMENDATION 

1. HSCRC staf f  recommends that the request by Oregon Health & Science University for the Data 
for Calendar Years 2012 through 2021 be approved, with the understanding that components of  
this work were previously approved at the HSCRC Public Meeting on March 8, 2023 for the 
project “Risk Prediction and Optimizing Outcomes to 1-Year After Firearm Injury Among Children,” 
and previously approved at the HSCRC Public Meeting on July 30, 2025 for the project “A 
Multi-State Evaluation of Emergency Department Pediatric Readiness.” 
 

2. This access will include limited conf idential information for subjects meeting the criteria for the 
research. 



Request to Access HSCRC Confidential Patient Level Data from 
Johns Hopkins University Bloomberg School of Public Health for 

the AIDS Linked to the Intravenous Experience (ALIVE) Study
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STAFF RECOMMENDATION

1. HSCRC staff recommends that the request by the Johns Hopkins 
University Bloomberg School of Public Health for access to the Data for 
Calendar Years 2015 through 2026 be approved, with the 
understanding that the ALIVE Study data linkage was previously 
approved at the HSCRC Public Meeting on October 9, 2024.

2. This access will include limited confidential information for subjects 
meeting the criteria for the research.
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SUMMARY STATEMENT 

Johns Hopkins University Bloomberg School of  Public Health requests access to the Statewide Conf idential 
Hospital Discharge Data Sets (Inpatient) and Hospital Outpatient Data Sets (Outpatient) collected by the 
Health Services Cost Review Commission (HSCRC) to support continued linkage of  clinical encounter, 
diagnostic, procedural, outcome, and cost data for participants in the AIDS Linked to the Intravenous 
Experience (ALIVE) Study, an ongoing observational cohort of  adults in Baltimore with a history of  
injection drug use. This request represents a revision/renewal of a previously approved data request, 
which was approved at the HSCRC Public Meeting on October 9, 2024.  The ALIVE cohort (established in 
1988) uses biannual study visits, clinical evaluations, surveys, and biospecimen collection to characterize 
injection-drug-use patterns, HIV and co-infection morbidity, overdose incidence, and long-term health 
outcomes in Baltimore. The continuation of  HSCRC data linkages—via CRISP—will allow the research 
team to ascertain and validate hospital-based healthcare utilization, critical clinical outcomes, and emerging 
public health events such as overdose episodes and blood-borne infection outbreaks.  This application 
seeks to expand the approved linkage window to include Calendar Years 2015 through 2026, the 
maximum allowable period for continued annual linkage. All ALIVE participants provide informed consent 
authorizing linkage to medical records and health registries. 

BACKGROUND 

The purpose of  this request is to continue annual linkage of  ALIVE participants to HSCRC’s grouped 
inpatient and outpatient conf idential discharge data through CRISP. These data enable the study team to 
analyze clinical outcomes, healthcare utilization, and cost patterns among individuals at high risk for 
overdose, HIV progression, and other comorbidities. 
The public health benef it is signif icant: ALIVE addresses two of  Maryland’s most critical public health 
challenges, the overdose epidemic and the HIV epidemic. The HSCRC datasets will provide essential 
information for evaluating: 
 

● Clinical encounters and outcomes 
● Hospital-based diagnoses and procedures 
● Overdose events and management 
● Disease incidence and progression 
● Costs and patterns of  healthcare utilization 
● Burden of  comorbidities 
● Blood-borne infection outbreaks 

 
These insights support evidence-based clinical interventions, policy development, and predictive modeling 
that will benef it Maryland’s public health systems and communities.  Johns Hopkins University Bloomberg 
School of  Public Health received IRB approval on January 18, 2024, and MDH Strategic Data Initiative 
(SDI) approval on February 4, 2026. 
 
(The Data will not be used to identify individual patients. Identifiers used for CRISP linkage will be destroyed 
immediately following linkage. De‑identified HSCRC case‑mix data linked to ALIVE study IDs will be 
retained until the study is completed. In accordance with the ALIVE IRB protocol, all study data will be 
securely stored and subsequently destroyed 10 years after the study concludes, and a Certification of 
Destruction will be submitted to the HSCRC.) 
 
  



 

  3 

 

 

REQUEST FOR ACCESS TO THE CONFIDENTIAL PATIENT LEVEL DATA 
 
All requests for the Data are reviewed by the HSCRC Conf idential Data Review Committee (“the Review 
Committee”). The Review Committee included representatives f rom the MDH Environmental Health Bureau. 
The role of  the Review Committee is to determine whether the study meets the minimum requirements 
listed below and to assist HSCRC staf f  in making recommendations for approval to the Commission at its 
monthly public meeting:  
 

1. The proposed study or research is in the public interest; 
2. The study or research design is sound f rom a technical perspective; 
3. The organization is credible; 
4. The organization is in full compliance with HIPAA, the Privacy Act, Freedom Act, and all other state 

and federal laws and regulations, including Medicare regulations; and 
5. The organization has adequate data security procedures in place to ensure protection of  patient 

conf identiality. 
 

The Review Committee voted unanimously to give Johns Hopkins University Bloomberg School of  Public 
Health, access to the Data. As a condition for approval, the applicant will be required to f ile annual progress 
reports to the HSCRC, detailing any changes in goals, design, or duration of  the project; data handling 
procedures; or unanticipated events related to the conf identiality of  the data. Additionally, the applicant will 
submit a copy of  the f inal report to the HSCRC for review prior to public release.   

 

STAFF RECOMMENDATION 

1. HSCRC staf f  recommends that the request by the Johns Hopkins University Bloomberg School 
of  Public Health for access to the Data for Calendar Years 2015 through 2026 be approved, 
with the understanding that the ALIVE Study data linkage was previously approved at the 
HSCRC Public Meeting on October 9, 2024. 
 

2. This access will include limited conf idential information for subjects meeting the criteria for the 
research. 



Update on Medicare FFS Data & Analysis
April 2026 Update

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.

Data through December 2025, Claims paid through February  2026 
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Medicare Hospital Spending per Capita
Actual Growth Trend (CY month vs. Prior CY month)

CY16 has been adjusted for the undercharge.
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Medicare Non-Hospital Spending per Capita
Actual Growth Trend (CY month vs. Prior CY month)
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Medicare Hospital and Non-Hospital Payments per Capita
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Medicare Total Cost of Care Spending per Capita
Actual Growth Trend (CY month vs. Prior CY month)

CY16 has been adjusted for the undercharge
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Medicare Total Cost of Care Payments per Capita
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Maryland Medicare Hospital & Non-Hospital Growth
CYTD through December 2025

A positive number represents dissavings/excess growth



HSCRC AHEAD Model Policy Timeline
April 2026
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HSCRC AHEAD Model Policy Timeline

Policy Updates 
Already Planned 

The timeline for these items has already been discussed at 
HSCRC meetings - COMPLETE

Required Changes for 
AHEAD Implementation

The AHEAD Model will require changes to some core 
HSCRC financial policies.

AHEAD-Related Policy 
Changes

Policy development work not explicitly required by the AHEAD 
Model, but where policy changes can promote success.

Policy Changes Involving 
Multiple Agencies

These items involve significant leadership outside HSCRC, with 
a role for HSCRC in policy development and implementation.*

* Coordinated by Regulatory Working Group
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Key to Timeline Descriptions

S: Staff
HSCRC staff are working on policy development and implementation.

W: Workgroup
The policy topic will be discussed by an HSCRC workgroup.

C: Call for Public Input
The HSCRC will request public comment for policy topics, i.e., that will not ultimately require a Commission vote.

T: Topic discussed at Commission Meeting
The Commission will discuss ideas for policy topics as generated by a call for public input.

D: Draft Recommendation
HSCRC staff present a draft recommendation at the Commission meeting.

P: Public Comment for Recommendation
Stakeholders submit comments in response to a draft recommendation.

F: Final Vote
HSCRC staff present a final recommendation for Commission discussion and vote.

Italics indicate that timeline is contingent upon CMMI action.
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Required Changes for AHEAD Implementation

• Today’s Agenda
N/A

• May Agenda
• Care Innovation (HOPE): Final Recommendation

Key to Table

S: Staff
T: Topic Discussed at 
Commission Meeting

F: Final Vote

W: Workgroup
D: Draft 
Recommendation

Italics indicate 
timeline is 
contingent upon 
CMMI action.

C: Call for 
Public Input

P: Public Comment for 
Recommendation

Oct. 
2025

Nov. 
2025

Dec. 
2025

Jan. 
2026

Feb. 
2026

Mar. 
2026

Apr. 
2026

May 
2026

Jun. 
2026

B. HSCRC Policy Changes Required for AHEAD Implementation
Global Budget Carveouts W C/W W S D F

Aligning Quality Metrics with CMS S S S S S S S S S

Major Capital Program S T S S S S S S S

Medicare Hospital Global Budget supplemental 
payments and exclusions

S S S S S S S S S

Care Innovation (HOPE) C W D P F S

GBR 2028 Policy Review S S S S S S
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AHEAD-Related HSCRC Policy Changes

• Today’s Agenda
• Length of Stay Policy: Draft Recommendation

Draft recommendation shifted from March agenda.

• May Agenda
• N/A

Key to Table

S: Staff
T: Topic Discussed at 
Commission Meeting

F: Final Vote

W: Workgroup
D: Draft 
Recommendation

Italics indicate 
timeline is 
contingent upon 
CMMI action.

C: Call for 
Public Input

P: Public Comment for 
Recommendation

Oct. 
2025

Nov. 
2025

Dec. 
2025

Jan. 
2026

Feb. 
2026

Mar. 
2026

Apr. 
2026

May 
2026

Jun. 
2026

C. AHEAD-Related HSCRC Policy Changes
Physician Costs C T

Efficiency Policy (shifted to November)

Preventable Utilization - Length of Stay S W S S T S D P F

Health System Transformation Policy S C T S S S
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Multi-Agency Priorities: Updates and Upcoming Opportunities
Workstream Status

Maryland-Specific Metrics for AHEAD Awaiting measure feedback from CMMI

Graduate Medical Education and 
Workforce*

Hosting focus groups in April; draft report anticipated for June

Denials Adverse Decisions Workgroup met March 30th; report due December 2026

Medicare Advantage Market 
Stabilization*

Qualified plans notified in February; differential for CY 2027 under development; 
metrics under development

Post-Acute Strategy* Hosting focus groups in March and April; draft report anticipated for June

Cost-Shifting* Will be part of FY 2028 update factor; metrics under development

All-Payer Total Cost of Care Growth and 
Primary Care Investment Targets*

Next All-Payer Targets Advisory Committee meeting April 17th and Primary Care 
Investment Workgroup April 27th; draft recommendations due to the Governor in 
May

Choice and Competition* Preliminary information-gathering in progress; draft report anticipated for June

ED Wait Times Commission Next Commission meeting scheduled for April 30th, Throughput Best Practices 
Subgroup for May 14th, Capacity and Access Subgroup for May 28th

*Coordinated by Regulatory Working Group
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Health System Transformation



Call for Comment: Health System Transformation

To support Maryland’s success under AHEAD, 
the state may be able to reduce excess 
capacity where it exists to create or realign 
resources for health access, improved health 
outcomes and achieve statewide TCOC 
savings.

In February 2026, HSCRC solicited public 
comment on a set of questions to inform the 
principles and parameters of a potential draft 
policy for facility transformations.

Areas for comment:
• Focus geographic 

areas
• Focus hospitals
• Additional services
• Emergency department 

wait times
• Savings expectations
• Other considerations



• Adventist Healthcare
• Alkermes
• Ascension Saint Agnes
• CareFirst
• LifeBridge
• Health Means Everything Consumer Alliance
• Maryland Hospital Association
• MedStar Health
• National Alliance on Mental Illness, Maryland
• University of Maryland Medical System

Commenters

23



• Facility conversions should be data-driven and regional, with metrics on:
• Access, e.g., drive times, delays in care
• Current and future trends in demographics, utilization, etc.
• Availability of key services to decrease need for acute care, e.g., primary care and pediatrics, 

obstetrics, behavioral health
• Impact on vulnerable populations, disparities, equity and the local economy

• Facility conversions should be responsive to the community and involve:
• Meaningful consumer engagement, e.g., community advisory boards, public input sessions, 

communications campaigns to increase awareness
• Priorities identified by Community Health Needs Assessments (CHNAs)

• Savings generated by facility conversions should be reinvested, with 
considerations for:

• Bed conversions, e.g., sub-acute, post-acute, behavioral, ambulatory
• Services including population health, identified gaps in care, supporting social determinants of 

health, CHNA-identified needs

Themes from the Comment Letters
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• Though certain themes emerged, commenters stressed a wide range of 
priorities regarding facility transitions.

• Facilities have transitioned successfully to date under the current 
approach. 

• The HSCRC will be working with CMMI to revisit all its policies. 
• HSCRC will conduct follow-up conversations with commenters, as well 

as commissioners, to gain additional insight on the themes and ideas 
presented in the comments.

• Staff and commissioners will revisit at a future Commission meeting to 
discuss whether a formal policy is warranted.

Looking Ahead
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https://www.mass.gov/doc/notice-of-proposed-agency-action-masshealth-payment-for-in-state-acute-hospital-services-effective-may-15-2024-0/download
https://www.mass.gov/doc/acute-inpatient-hospitals-billing-instructions-for-long-acting-injectable-lai-antipsychotics-effective-5152024-0/download#:%7E:text=g%20of%20the%20current%20MassHealth,must%20follow%20special%20billing%20instructions.
https://mhdl.pharmacy.services.conduent.com/MHDL/pubdownloadpdfwelcome.do?docId=591&fileType=PDF
https://mhdl.pharmacy.services.conduent.com/MHDL/pubdownloadpdfwelcome.do?docId=591&fileType=PDF
https://urldefense.com/v3/__https:/budget.lis.virginia.gov/item/2025/1/HB1600/Chapter/1/288/__;!!Nc4yeRS5Tw!VhzuozqSD_8nwQX07grZU9s0fThiH7ofnnWIyW9kVjliDQGl4UNQmtnNmNYbIqAD_gLzwmyZcN1ei_p0BdqqMK7E$
https://vamedicaid.dmas.virginia.gov/bulletin/delayed-billing-certain-long-acting-injectables-any-hospital-emergency-department-or
https://www.legis.ga.gov/api/document/docs/default-source/house-budget-and-research-office-document-library/2025-fiscal-year/fy_2025_bill_conf_cmte_version_(hb_916).pdf?sfvrsn=cc4537c6_2
https://www.medicaid.gov/medicaid/spa/downloads/GA-24-0006.pdf
https://www.ilga.gov/documents/legislation/publicacts/102/PDF/102-0043.pdf
https://hfs.illinois.gov/medicalproviders/notices/notice.prn230919b.html#:%7E:text=This%20notice%20informs%20hospitals%20of,be%20notified%20at%20its%20completion.
https://hfs.illinois.gov/medicalproviders/notices/notice.prn230919b.html#:%7E:text=This%20notice%20informs%20hospitals%20of,be%20notified%20at%20its%20completion.
https://hfs.illinois.gov/content/dam/soi/en/web/hfs/sitecollectiondocuments/hfs1409x.pdf
mailto:Tammy.Cravener@Alkermes.com
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Legislative Update
April 2026



HB390/SB282 Budget Bill - Operating 

27

• Reserves $250,000 of HSCRC budget pending submission of a report on 
on efforts to stabilize the Medicare Advantage (MA) market in Maryland 
under AHEAD.

• Due January 15, 2027

• Provides for a $500,000 grant to CRISP for distribution to DrFirst
• Effective July 1, 2026



HB392/SB284 Budget Reconciliation and Financing Act 2026 

28

• Provision requiring HSCRC to examine whether financial assistance to 
MA plans is required to maintain viability in CY 2026 and whether 
hospital rates should be adjusted (up to $140 million) to provide such 
assistance.

• Provision empowering a transfer of $10 million from the Nurse Support 
Program Assistant Fund to the General Fund.

• Effective June 1, 2026



Anticipated Reporting Requirements* 

29

• Report on Financing for Long-acting Injectable (LAI) Medication - MDH is lead, 
in conjunction with Behavioral Health Administration and HSCRC. 

• Due September 1, 2026.
• Workgroup on nursing home performance and development of a public 

scorecard - MDH is lead, in collaboration with HSCRC and CRISP. 
• Due December 15, 2026.

• Report on efforts to stabilize the MA market in Maryland under the AHEAD 
mode - HSCRC is lead, in consultation with MDH.

• Due January 15, 2027.
• Report on hospital and other regulated health facility contracts with agencies 

that provide temporary staffing - HSCRC is lead.
• Due January 1, 2027 for hospitals that have a FY ending June 30, 2026, and June 30, 2027 for 

hospitals with FY ending any other date.

*Subject to change pending publication of 2026 Joint Chairmen’s Report, anticipated May 2026
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Disposition of Bills

HB 372
SB 169

Hospitals – Emergency Pregnancy-Related Medical 
Conditions – Procedures

Status:

Requires hospitals to conduct screening on a patient presenting at an 
emergency department to determine whether the patient has an emergency 
pregnancy-related medical condition, and establishing requirements and 
prohibitions related to the treatment and transfer of a patient who has an 
emergency pregnancy-related medical condition.

Passed
Effective 10/1/26

HB 1563 Emergency Room Services and Post Acute Care - Coverage 
and Studies

Status:

Empowers MIA to include data on adverse decisions and grievances in the 
annual summary report, to examine patterns of adverse decisions or 
grievances related to services in emergency departments, and allows review 
by an independent review organization. Requires MHCC in conjunction with 
HSCRC to conduct studies quantifying bed capacity in hospitals and post-
acute settings, as well as clinically appropriate transitions between acute and 
post acute care. 

Passed
Effective 6/1/2026
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Disposition of Bills

SB 792 Hospitals - Immigration Enforcement Action - Policy 
Requirement

Status:

Requires hospitals to adopt a policy describing the protocol of the hospital 
when there is an immigration enforcement action, to make the policy available 
to all staff members and to provide annual training to ensure the staff's 
knowledge and understanding of the policy.

Passed
Effective 6/1/2026

HB 624
SB 411

Hospitals - Clinical Staffing Committees and Plans -
Establishment (Safe Staffing Act of 2026)

Status:

Requires hospitals to establish and maintain clinical staffing committees, 
implement clinical staffing plans aligned with accreditation standards set forth 
by accrediting bodies and the Centers for Medicare and Medicaid Services 
Conditions of Participation. 

Passed
Effective 10/1/26



Janice Lepore
Chief of Policy and Government Affairs
Janice.Lepore1@maryland.gov
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Questions?

mailto:Megan.renfrew1@maryland.gov


Quality Program and Non-Financial Metrics 

April 2026 Commission Meeting



• Today’s presentation will provide performance on select measures included in HSCRC 
quality and potentially avoidable utilization policies:

• Provide an overview of statewide performance on key measures over the Total Cost of 
Care model (CY2018-CY2025).

• Highlight hospital performance under most recent HSCRC payment programs.

• Promote accountability and transparency in performance.

• Moving forward, staff plan to include quarterly updates in the HSCRC Commission 
meeting packets and present highlights at the public meeting.

• Staff are looking for Commissioner and stakeholder input on today’s presentation and 
future public updates.  

Purpose



The following are the HSCRC’s four main hospital quality payment incentive programs:

Hospital Quality Programs

Maryland Hospital 
Acquired 

Conditions 
(MHAC) Program
Encourages hospitals to 

reduce infections and 
complications acquired 
during a hospital stay

Quality 
Reimbursement 
Program (QBR)
Focuses on patient 
experience, patient 
safety, and clinical 
quality outcomes

Readmissions 
Reduction 
Incentive 

Program (RRIP)
Encourages hospitals 

to reduce 
readmissions within 
30 days of discharge

Potentially 
Avoidable 

Utilization (PAU)
Focuses on 

improving patient 
care and health 

through reducing 
potentially avoidable 

utilization

HSCRC’s quality programs are similar to federal Medicare pay-for-performance programs, but are, wherever possible, All-Payer 
(instead of Medicare-only) and tailored to address MD’s unique quality improvement strategies



1. Readmissions

● 1.1. Statewide Medicare Fee For Service Readmission Rates
● 1.2. Statewide Case-Mix Adjusted Readmission Rates
● 1.3. Hospital Case-Mix Adjusted Readmission Rates

○ 1.3.a. Hospital Improvement Rates
○ 1.3.b. Hospital Attainment Rates

● 1.4. Hospital Readmission Disparities 



1. Readmissions

● 1.1. Statewide Medicare Fee For Service Readmission Rates
● 1.2. Statewide Case-Mix Adjusted Readmission Rates
● 1.3. Hospital Case-Mix Adjusted Readmission Rates

○ 1.3.a. Hospital Improvement Rates
○ 1.3.b. Hospital Attainment Rates

● 1.4. Hospital Readmission Disparities



1.1. Maryland performs better than the Nation on Medicare Fee for 
Service readmissions

Source: CMMI Reporting, updated quarterly

This metric was used 
to assess MD 
performance under 
the All-Payer 
(unadjusted) and 
Total Costs of Care 
(risk-adjusted) 
Models.



1. Readmissions

● 1.1. Statewide Medicare Fee For Service Readmission Rates
● 1.2. Statewide Case-Mix Adjusted Readmission Rates
● 1.3. Hospital Case-Mix Adjusted Readmission Rates

○ 1.3.a. Hospital Improvement Rates
○ 1.3.b. Hospital Attainment Rates

● 1.4. Hospital Readmission Disparities 



1.2. Readmissions improved for All Payers, Medicare Fee for 
Service, and Medicaid since start of TCOC Model (CY2018-CY2025)

Source: HSCRC Case-Mix Data, updated monthly
Note:  This case-mix adjusted metric accounts for diagnosis and acuity of admissions; used for the readmission pay-
for-performance program for MD hospitals.

Medicaid has 
experienced annual 
increases in 
readmission rates 
since CY 2021.

Medicare FFS 
readmissions have 
declined annually 
since CY 2023.



1. Readmissions

● 1.1. Statewide Medicare Fee For Service Readmission Rates
● 1.2. Statewide Case-Mix Adjusted Readmission Rates
● 1.3. Hospital Case-Mix Adjusted Readmission Rates

○ 1.3.a. Hospital Improvement Rates
○ 1.3.b. Hospital Attainment Rates

● 1.4. Hospital Readmission Disparities 



1.3.a. Despite a slight increase statewide, majority of hospitals (24 
out of 42) reduced readmissions in CY 2025

Source: HSCRC Case-Mix Data, updated monthly

13 hospitals met the 
improvement target 
needed to avoid 
financial penalties  
and qualify for 
rewards under the 
Readmission 
Reduction Incentive 
program.
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1.3.b. Hospital performance varied from 7-14 percent in CY 2025* 

Source: HSCRC Case-Mix Data, updated monthly
*These are preliminary numbers using the CY 2024 Utilization Adjustment which will be updated to CY 2025 for final 
results. The Utilization Adjustment (UA) accounts for out of state utilization for fair comparison of hospitals.

10 hospitals have 
readmissions that were 
below the attainment 
target needed to avoid 
financial penalties and 
qualify for rewards 
under the Readmission 
Reduction Incentive 
program.



1. Readmissions
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1.4. Twenty hospitals reduced readmission disparities in CY 2025

Source: HSCRC Case-Mix Data, updated monthly
Note: Disparities are measured using HSCRC’s Patient Adversity Index, which assesses race, medicaid status, and 
neighborhood deprivation.  Additional information on the Disparity Gap Methodology can be found here:  RY 2022 
RRIP Policy

Two hospitals met the 
disparity reduction 
goal to qualify for a 
financial reward under 
the Readmission 
Reduction Incentive 
program.

https://hscrc.maryland.gov/Documents/2.%20RY2022%20RRIP%20Final%20Policy%2003042020.pdf
https://hscrc.maryland.gov/Documents/2.%20RY2022%20RRIP%20Final%20Policy%2003042020.pdf


2. Select Quality-Based Reimbursement (QBR) 
Measure Performance

● 2.1. Hospital Consumers Assessment Healthcare Providers and Systems 
(HCAHPS) Patient Experience Survey 
○ 2.1.a.  MD vs Nation
○ 2.1.b.  By Hospital 

● 2.2. Emergency Department Length Of Stay (ED LOS) for Admitted Patients 
● 2.3. Timely Follow-Up After Acute Exacerbations of Chronic Conditions  (TFU)

○ 2.3.a. Statewide Medicare vs Nation by Condition
○ 2.3.b. By Hospital Medicare and Medicaid Performance across All 

Conditions
○ 2.3.c. By Hospital Medicare Disparities



2. Select Quality-Based Reimbursement (QBR) 
Measure Performance

● 2.1. Hospital Consumers Assessment Healthcare Providers and Systems 
(HCAHPS) Patient Experience Survey 
○ 2.1.a.  MD vs Nation
○ 2.1.b.  By Hospital 

● 2.2. Emergency Department Length Of Stay (ED LOS) for Admitted Patients 
● 2.3. Timely Follow-Up After Acute Exacerbations of Chronic Conditions  (TFU)

○ 2.3.a. Statewide Medicare vs Nation by Condition
○ 2.3.b. By Hospital Medicare and Medicaid Performance across All 

Conditions
○ 2.3.c. By Hospital Medicare Disparities



2.1.a. Maryland performs worse than the Nation on patient 
experience across all HCAHPS domains

Source: CareCompare, updated quarterly

Maryland improved 
slightly on 
Communication 
with Doctors and 
Communication 
about Medicines in 
most recent data 
compared to CY 
2023.
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2.1.b. Hospitals vary on percent of respondents that give a 9/10 
score for overall hospital rating

Source: CareCompare, updated quarterly

21 hospitals 
improved from CY 
2023 and could 
qualify for financial 
reward under the 
Quality Based 
Reimbursement 
Program.
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2.2. Half of hospitals improved on ED LOS for admitted patients 
in CY 2025 compared to CY2024

Source: HSCRC Case-Mix data, updated monthly
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2.3.a Maryland performs on par with the Nation on timely follow-
up across 6 chronic conditions

Source: Chronic Conditions Warehouse (CCW), updated biannually
Note: Acuity classifications (Low, Medium, and High) are defined using ICD-10 codes

In CY 2025 Maryland 
performed better than 
the nation on timely 
follow up for asthma, 
high acuity coronary 
artery disease, and 
COPD.



2. Select Quality-Based Reimbursement (QBR) 
Measure Performance

● 2.1. Hospital Consumers Assessment Healthcare Providers and Systems 
(HCAHPS) Patient Experience Survey 
○ 2.1.a.  MD vs Nation
○ 2.1.b.  By Hospital 

● 2.2. Emergency Department Length Of Stay (ED LOS) for Admitted Patients 
● 2.3. Timely Follow-Up After Acute Exacerbations of Chronic Conditions  (TFU)

○ 2.3.a. Statewide Medicare vs Nation by Condition
○ 2.3.b. By Hospital Medicare and Medicaid Performance across All 

Conditions
○ 2.3.c. By Hospital Medicare Disparities



2.3.b.  Percent of discharges with timely follow up is higher for 
Medicare FFS compared to Medicaid MCO & FFS

Source: Medicaid Claims, updated monthly; CCLF for Medicare FFS, updated monthly
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2.3.c. Most hospitals have worsening disparities in timely follow-up for 
the Medicare FFS population

Source: CCLF and Case-Mix 
Note:  Disparities are measured using HSCRC’s Patient Adversity Index, which assesses race, medicaid status, and 
neighborhood deprivation.

8 hospitals met the 
minimum 
improvement target 
(threshold) to avoid 
financial penalties 
and quality for 
rewards (1 hospital 
met improvement 
benchmark to 
receive full reward).



3. Complications Performance

● 3.1. Statewide Potentially Preventable Complications (PPC)
● 3.2. By Hospital Potentially Preventable Complications (PPC) Composite 
● 3.3. Statewide Patient Safety Indicator (PSI- 90) Composite
● 3.4. By Hospital Patient Safety Indicator (PSI- 90) Composite
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3.1. Maryland has seen over 50% decrease in PPCs in payment 
program from 2018; monitored PPCs had increases.

Source: HSCRC Case-Mix Data, updated quarterly

Payment PPCs 
include 16 
complications that 
were focused during 
the TCOC Model.  All 
other PPCs were 
monitored but not 
included in the 
Complications 
payment program.  
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The PPC composite 
measure is an 
Observed to Expected 
ratio weighted by 
hospital expected 
volume and PPC cost 
weights as a proxy for 
patient harm.

3.2. Much variation across hospitals on PPC performance, 15 
hospitals met or exceeded benchmark for full 2% MHAC reward

Source: HSCRC Case-Mix Data using Solventum PPC Grouper Version 42, updated monthly
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3.3. Maryland improved on the the Patient Safety Index 
Composite by 21.65 percent from CY 2023 to CY 2025

Source: HSCRC Case-Mix Data using AHRQ PSI Version v2025, updated monthly



3. Complications Performance

● 3.1. Statewide Potentially Preventable Complications (PPC)
● 3.2. By Hospital Potentially Preventable Complications (PPC) Composite 
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● 3.4. By Hospital Patient Safety Indicator (PSI- 90) Composite



3.4. Wide variability across hospitals on PSI-90 performance 

Source: Case-Mix using AHRQ PSI Version v2025, updated monthly

15 hospitals did not 
meet the minimum 
threshold to avoid 
penalties, 6 
hospitals met or 
exceeded the 
benchmark to 
receive maximum 
reward.



4. Potentially Avoidable Utilization

Potentially Avoidable Utilization includes Readmissions and Avoidable Admissions as measured 
by AHRQ Prevention Quality Indicators (PQI) and Pediatric Quality Indicators (PDI)
● 4.1. Statewide Performance on Risk-Adjusted Overall PQI Composite
● 4.2. Statewide Percent Change in Individual PQI Risk-Adjusted Rates 
● 4.3. CY 2025 Hospital PQI/PDI Risk-Adjusted Rates per 1000 population
● 4.4. Statewide PAU Revenue Percent for PQI/PDIs and Readmissions
● 4.5. Hospital PAU Revenue Percent for PQI/PDIs and Readmissions
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4.1. Avoidable admissions to Maryland hospitals declined by about 15 
percent for All-Payers since start of TCOC Model (CY2018-CY2025)

Source: HSCRC Case-Mix Data using AHRQ Grouper Version 2024

PQI rates have 
trended slightly 
upwards since the 
drastic decrease seen 
in CY 2020 and CY 
2021.  Between CY 
2024 and CY 2025 
there was about a 3% 
increase.



4. Potentially Avoidable Utilization

Potentially Avoidable Utilization includes Readmissions and Avoidable Admissions as measured 
by AHRQ Prevention Quality Indicators (PQI) and Pediatric Quality Indicators (PDI)
● 4.1. Statewide Performance on Risk-Adjusted Overall PQI Composite
● 4.2. Statewide Percent Change in Individual PQI Risk-Adjusted Rates 
● 4.3. CY 2025 Hospital PQI/PDI Risk-Adjusted Rates per 1000 population
● 4.4. Statewide PAU Revenue Percent for PQI/PDIs and Readmissions
● 4.5. Hospital PAU Revenue Percent for PQI/PDIs and Readmissions



4.2. Avoidable admissions for COPD and pneumonia PQIs had 
the largest declines since CY 2018; short and long term diabetes 
complications and lower extremity amputations have increased.

While COPD PQIs 
significantly declined in CY 
2025 from the CY 2018, 
these PQIs experienced the 
largest growth between 
2024 and 2025. 

Asthma and Diabetes 
related PQIs also increased 
between CY 2024 and CY 
2025.

Source: HSCRC Case-Mix Data using AHRQ Grouper Version 2024
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4.3. There is significant variation in risk-adjusted PQI/PDI rates 
by hospital across Maryland in CY 2025

Source: HSCRC Case-Mix Data using AHRQ Grouper Version 2024
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4.4. PAU revenues have remained relatively flat since 2018 with 
readmissions constituting the larger share of PAU revenue

In CY 2025, PAU 
constitutes about 11 
percent of total 
hospital revenue 
statewide.

Source: HSCRC Case-Mix Data using AHRQ Grouper Version 2024
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4.5. Significant variation in total PAU revenue across Maryland 
hospitals

Significant variation in 
revenue also exist by 
type of PAU, 
readmissions versus 
PQIs, across hospitals.

Source: HSCRC Case-Mix Data using AHRQ Grouper Version 2024



Over the course of the TCOC Model Maryland has:

• Reduced readmission rates for All Payers, Medicare FFS and Medicaid FFS & MCO.
• Reduced hospital acquired complications as measured by PPCs and PSIs.
• Reduced avoidable admissions as measured by AHRQ PQIs.

Maryland's overall progress under the TCOC model still indicates the need to improve on:

• Patient Experience
• Medicare and Medicaid Timely Follow Up
• ED length of stay 

Performance variability across hospitals also indicates opportunities for improvement and 
value of sharing best practices.

Conclusions



• Staff will provide quarterly updates on Quality Program and other non-financial metrics 
at HSCRC Commission meetings.

• Provides transparency and public accountability 

• First quarter of CY 2026 data will be available in July and presented at the August 
Commission meeting. 

• Staff will present this slide deck at the May 2026 Performance Measurement 
Workgroup to receive additional feedback from stakeholders

• Should any measure be removed or included (e.g., NHSN, Mortality, ED LOS for 
discharged patients)?

• Seeking input on ways to present the data and changes over time under the AHEAD 
model and other resources for monitoring statewide and by hospital performance.

Future Updates



Hospital CCN Key



2025 CTI Results: Review and Discussion



• The CTI program is a mechanism – established in 2019 – by which the HSCRC 
redistributes federal Medicare funds among hospitals, under an agreement with CMS. The 
program aims to encourage hospitals to innovate in the care of Medicare patients. 

• Each hospital may propose a set of “CTIs” – care transformation initiatives – targeted at a 
specific population of patients. If those patients wind up experiencing lower costs, the 
hospital is credited with savings. 

• At the end of the year, all of the savings across all of the hospitals are considered, and 
those hospitals with the most savings receive extra Medicare funds (the “winning 
hospitals”), while those with the least savings lose Medicare funds (the “losing hospitals”). 

• By requirement with CMS, the amount balances out, so there is no extra Medicare 
spending.

Background



• The Commission’s expectation was for there to be winning hospitals and losing hospitals, 
but with limits to the amount of wins and losses each year. 

• In March 2024, the Commission voted unanimously, with the support of the Maryland 
Hospital Association, to include a 2.5 percent stop loss provision to limit the amount of 
Medicare funds each hospitals could lose.

• This provision was not a hard cap on losses, as additional losses would be spread across 
all the losing hospitals.

• However, at the time, such additional losses were understood to lead to “slightly higher” 
losses – but not major, material changes.

The Commission’s Intent: Incentivizing greater efficiency while 
limiting volatility



• The results from 2025 demonstrate significant volatility compared to prior years – with 
double the amount of money – more than $160 million – to shift between hospitals than 
had ever shifted in the past.

• 27 hospitals would lose 5.36 percent of Medicare revenue – far more than 2.5 percent.

2025 Results: Volatility

Preliminary Net CTI (Losses) Gains by Hospital as a % of Medicare Savings

27 hospitals at the maximum effective stop loss of 5.36%



• The volatility in the results was not intended, expected, or reasonable.

• Not intended, given the Commission’s discussions and votes

• Not expected, by the Commission or hospitals

• Not reasonable, given the need for relative year to year stability in revenues and 
budgets.

2025 Results: Assessment



The CTI program encouraged hospitals to innovate in multiple domains, and there are success 
stories of important changes to practice that improved health and lowered costs.

Nonetheless, 2025 has brought to light several challenges:

1. The zero-sum nature of the program — without a hard cap on gains and losses — created 
the potential for greater volatility.

2. Hospitals were permitted to define large populations for total cost of care impact, even if 
the specific activities were not affecting the entire population.

3. Hospital programs were subject to limited review.

The 2025 results reflect several concerns related to the CTI 
program.



• The CTI program is ending in June of 2026. There is one more payment year before the 
program is fully compete.

• Future efforts to encourage innovation should learn the lessons of the CTI program. These 
include:

1. Avoid a zero-sum design without a hard cap on gains and losses.

2. An alternative approach is to set a clear budget for the program.

3. Define specific interventions and affected populations well.

4. Add a review step to assure reasonableness.

The CTI Program Is Sunsetting



• HSCRC’s legal mandate is to set rates that are reasonable and in the public 
interest.

• The Commission has authority to review the rates in order to achieve a reasonable 
result.

• The Commission has the authority to promote alternative methods of rate 
determination and payment in the public interest. 

• The Commission may update the methodology for the two remaining years of CTI 
payments.

Legal Context



• The Commission staff will put forward alternative approaches to the Commission 
for the CTI program and make a recommendation.

• The staff will aim to find reasonable alternatives consistent with the intent of the 
CTI program.

• The Commission recognizes that refinement of the methodology will have a 
differential impact on certain hospitals, which warrants careful consideration.

• Interested parties may submit written comment to the TCOC Workgroup by April 
25th, and staff will make a recommendation at the May Commission meeting.  

Next Steps



Update on Hospital Financial Condition for FY25
Public Presentation

April 2026
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Sources
• Hospital Financial Statements

• HSCRC receives annual audited 
system-level financial information 
which also support balance sheet 
analysis.

• HSCRC Annual Cost Report
• HSCRC receives annual hospital 

level information.  
• This information is reconciled to 

the system level financials and is 
subject to certain special audit 
procedures although it is not itself 
audited, and there may be some 
fluidity in terms of how costs are 
allocated between entities.

• Income statement only.
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Sources and Levels of Analysis

Levels of Analysis
Level 1: Hospital Operating 

Regulated Business 
Level 2: Hospital Operating 

Regulated Entity, All 
Business

Level 3: Parent Health 
System Operating All 
Businesses 

Level 4: Total Margin - Parent 
Health System Operating All 
Businesses + Non-
Operating Results 

Unit of Analysis

Hospital

Hospital

System

System



• 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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System-Level Reporting



• All data is fiscal year, where applicable prior calendar year results are incorporated for calendar year hospitals

• 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.

95

Simplified Metric Definitions*

• 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.

• 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

*Some accounting terms have been simplified for presentation purposes, specific line items used in audited financial statements may be more precisely named



• Presentation focuses on comparison of Maryland hospital performance over time.
• For a longer-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
• GBR incentives
• 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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Points of Comparison



Margin Overview
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FY25 Comparison: Margin Comparison Across All Entity Levels

98

Level 1 Level 2 Level 3 Level 4

Health System* Regulated 
Operating 

Margin

Regulated 
Entity 

Operating 
Margin

Health 
System 

Operating 
Margin

Health 
System 

Total Margin
System A 10.03% 3.10% 1.62% 2.11%
System B 10.58% 0.88% -4.96% 1.26%
System C 12.23% 3.58% -2.77% 0.52%
System D 9.89% -6.09% -4.24% 2.03%
System E 2.42% 3.44% 2.00% 5.43%
System F 12.55% 2.11% -1.05% 3.13%
System G 13.18% 4.88% 1.90% 6.58%
System H 10.22% 1.24% 2.44% 5.83%
System I 4.81% 4.25% 3.90% 7.83%
System J 15.66% 9.21% -1.14% 3.09%
System K 14.62% 3.28% -3.05% 6.57%
System L 8.28% 1.08% 0.63% 4.03%
2025 Statewide Totals 8.30% 2.37% 1.22% 4.97%
2024 Statewide Totals 7.18% 0.97% 0.98% 4.91%
% of Maryland Regulated Operating Revenue** 100% 89% 52% 52%
% of Hospitals Losing Money 5% 39% NA NA
% of Systems Losing Money 0% 8% 50% 0%

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, System Operating revenue is 62% of Maryland regulated revenue

• Financial performance can not be evaluated solely on 
a single level, it is important to look across them all.

• Although regulated revenue accounts for the majority 
of health system revenue, regulated operating margins 
are not necessarily correlated with Regulated Entity 
and Health System operating margins. For example, 
health systems may take varying allocation 
approaches resulting in different relationships between 
margins at different levels within the system.

• Academic hospitals report more physician costs as 
regulated due to the inclusion of teaching costs within 
regulated reimbursement.

• Health systems make varying investment decisions in 
the non-regulated space:
• Level of investment out-of-state
• Level of investments in physicians

• Systems losing money at Level 3 represent 17% of 
revenue, indicating the largest challenge is with 
smaller systems (although some of these institutions 
are thriving).



Hospital Level Results (unit of organization is hospital)
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Hospital Margins FY2011 to FY2026* (Level 1 and Level 2)
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Level 1: Total Hospital Regulated Operating Margin

*All years except FY26 per Hospital Annual Filings.  FY26YTD from unaudited monthly reports through December 2025.
To estimated audited margin, FY26YTD regulated margin has been inflated by 2% to reflect typical increase from unaudited to audited result

• Level 1 margins are strong in all 
periods, FY22 and FY23 margins were 
relatively weak but still greater than 
6%. FY25 margins are some of the 
highest since 2011 and FY26 margins 
are on a similar track.

• 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

GBRs->

GBRs->



Distribution and Median of Hospital Regulated Operating Margins*
(Level 1)
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• While Level 1 regulated margins 
declined in FY23, they were still 
slightly above pre-GBR (FY13) 
levels. Margins rebounded in 
FY24 and FY25 and are 
continuing that recovery in the 
first half of FY26.

• Distribution now matches pre-
pandemic level (FY26 distribution 
is likely wider due to partial year).

*All years except FY26 per Hospital Annual Filings.  FY26YTD from unaudited monthly reports through December 2025.  Data excludes FMFs and FSEs
FY26YTD regulated margin has been inflated by 2% to estimate audited to reflect typical increased from unaudited to audited result

Graph shows median (highlighted) and 25th to 75th percentile (line) 
Margin % by hospital for selected years.

GBRs ->



Distribution and Median of Total Hospital Operating Margins* 
(Level 2)
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• Only hospitals at or below the 25th

percentile were losing money both 
in 2013 (pre-GBR) and 2019.  
2025 and 2026 margins are more 
comparable to 2019 levels.

• In the most recent years a 
significant group of hospitals are 
losing money due to high 
unregulated costs. 

• However, results at this level are 
very sensitive to (a) how a system 
reports its physician costs and (b) 
how much overhead cost is 
allocated from parent entities.  

• Systems that can leverage shared 
services are likely to be more 
efficient over the long term.

*All years except FY26 per Hospital Annual Filings.  FY26YTD from unaudited monthly reports through December 2025.  Data excludes FMFs and FSEs

Graph shows median (highlighted) and 25th to 75th percentile (line) 
Margin % by hospital for selected years.

GBRs ->



System Level Results 
(unit of organization is system, Maryland-domiciled 

systems only)
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State-Wide Health System Operating (Level 3) and 
Total (Level 4) Margins

1.46%

2.04%

0.67%
0.98%

1.22%

4.16%

3.37%
3.65%

4.91% 4.97%

0.00%

1.00%

2.00%

3.00%

4.00%

5.00%

6.00%

FY13 FY19 FY23 FY24 FY25

O
pe

ra
tin

g 
M

ar
gi

n

Fiscal Year



FY25 Comparison: Health System Operating Margins (Level 3) and Total 
Margins (Level 4)
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Health Systems

Health 
System 

Operating 
Margin

Health 
System Total 

Margin
System A 1.62% 2.11%
System B -4.96% 1.26%
System C -2.77% 0.52%
System D -4.24% 2.03%
System E 2.00% 5.43%
System F -1.05% 3.13%
System G 1.90% 6.58%
System H 2.44% 5.83%
System I 3.90% 7.83%
System J -1.14% 3.09%
System K -3.05% 6.57%
System L 0.63% 4.03%
2025 Totals 1.22% 4.97%
% of Systems Losing Money 50% 0%

• After considering non-operating income, system margins 
were almost 5% in 2025, due to strong investment returns 
(which make up almost all non-operating income).

• HSCRC does not formally consider investment returns in its 
methodologies, but they are a source of additional security. 
As Maryland regulated revenue makes up over 50% of total 
revenue, investment balance reflect regulated rates to a 
significant degree.

• Investment returns are volatile but over the long term are 
positive, particularly for institutions with large portfolios, 
therefore, shorter-term volatility is not a reason to exclude 
them from all consideration. 

• Some institutions carry debt that could be paid down or off 
given their investment balances. This is a sound financial 
strategy given differing returns on investments versus 
interest costs. However, this strategy does not currently 
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. 
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FY2024 Health System Bond Ratings (Level 4)

Health System
FY25 Moody's FY25 S & P FY25 Fitch Rating Change 

(Since Last Report)
System A Baa3 BBB NR

System C Baa1 NR NR

System D Baa1 NR BBB Downgrade

System E NR A- A Downgrade

System F Aa2 AA- AA-

System G A1 A+ NR

System H A3 A- NR

System I A2 A NR

System J A3 A- NR

System K NR A- A

System L Baa1 A- NR Downgrade

System M A2 A NR

Source:  Echo Financial Products, Maryland Not-For-Profit Healthcare Peer Report for Fiscal Years 2025. www.echo-fp.com

• All Systems remain 
investment grade

• 3 systems 
experienced 
downgrades from 1 
or more agencies as 
shown by red 
values.



Balance Sheet, Liquidity: # Days Cash on Hand (Level 4)
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• 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.

Graph shows median (highlighted) and 25th to 75th percentile (line)
# Days Cash on Hand by system for selected years*.

GBRs ->

* Selected prior year numbers have been restated for comparability, changes are not material.



Balance Sheet, Financing:  Debt to Capitalization (Level 4)
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• 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.

Graph shows median (highlighted) and 25th to 75th percentile (line) Debt 
to Capitalization Ratio by system for selected years.

GBRs ->



Balance Sheet, Capital: Average Age of Plant (Level 4)

109

7.75 
8.65 

9.66 

12.28 

11.06 
11.61 11.48 11.12 

13.37 
14.21 

15.10 15.07 

9.94 9.92 

11.31 

13.15 
13.82 13.72 

 -

 2.00

 4.00

 6.00

 8.00

 10.00

 12.00

 14.00

 16.00

 18.00

2012 2013 2019 2023 2024 2025

• Data reflects system-level so includes 
non-hospital and non-Maryland assets.

• Median Average Age of Plant has 
increased materially, particularly in the 
last few years. 

• Increase is greatest in smaller 
institutions. 

• Capital investment reflects the point in 
the capital cycle – as capital investment 
has gone down; debt and cash and 
investment positions have improved.

• Declining volumes would result in older 
average age of plant as short-term 
asset are rationalized more quickly.

• 2004 HSCRC Financial Conditions 
report discusses 8.5 years as a target 
value and observed statewide median 
performance of 10.9 years.

Source:  Hospital System Audited Financial Statements

Graph shows median (circle) and 25th to 75th percentile (line) Average 
Age of Plant by system for selected years.

GBRs ->



• Metric measures the ratio 
of system level invested 
capital per unit of service 
delivered in the MD 
system. 

• Metric shows significantly 
more investment in capital 
versus unit of service 
delivered in 2025 
compared to 2019 or 
2013.
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Capital Investment In Relation to Volume (Level 4)
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• 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 years, 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.
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Summary



Inpatient Length of Stay Policy
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• Global budgets and TCOC accountability incentivize hospitals to reduce preventable 
hospital admissions and lower inpatient length of stay (IP LOS)

• While the Maryland Model has been successful in reducing hospital admissions, it has been 
less effective in reducing IP LOS

• Many hospitals in Maryland have an average IP LOS higher than National

• Although admission volumes have declined, the concurrent increase in IP LOS has resulted 
in a net rise in inpatient resource utilization as measured by total bed days

• Unconstrained increases in IP LOS may undermine the financial sustainability of global 
budgets

• Maryland’s emergency departments are currently among the most crowded in the nation, 
and managing IP LOS is a critical for improving ED wait times. 

• The IP LOS policy serves as a counterbalance to the surge policy’s incentives. The surge 
policy could unintentionally increase inpatient LOS, pushing more Maryland hospitals above 
the national average
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Background
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25% of MD Hospitals Have Risk-Adjusted IP LOS Higher Than 
National Average 

Source: HSCRC FY2025 Casemix, risk adjusted for APR-DRG, and payer using 2023 HCUP norms
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Between 2018 and 2024, IP LOS Increased at Most Hospitals 

Source: HSCRC FY2018 & FY 2024 Casemix. 

15 Hospitals had IP 
LOS increase of more 
than 20 percent 
between 2018 and 
2024

Only two of the State’s 
hospitals experienced 
decreases during the 
period
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There Was a Net Gain in Statewide Bed Days Over Time

Source: HSCRC Casemix, FY2018-2024
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IP LOS and IP Volume Changes Are Minimally Correlated 

Source: HSCRC Casemix, 2018-2025FY and HCUP 2023 norms adjusting for APR-DRG/SOI



The longest IP LOS 
consistently occurred in the 
first quarter of the calendar 
year, when respiratory 
illnesses peak. 

The second quarter, which 
coincides with the close of 
the rate year, typically sees 
the lowest IP LOS of the 
year.
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Longest IP LOS Occurs During Flu Season

Source: FY2022 - FY2025 HSCRC Casemix  
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Hospitals With Longer LOS Are Spread Across Several Regions

Source: FY2025 HSCRC Casemix, adjusted with HCUP 2023 norms 



This suggests operational 
issues at some hospitals 
are lengthening IP LOS 
for patients regardless of 
discharge destination.
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IP LOS Is Inversely Correlated with Post-Acute Discharges

Source: HSCRC CY2025 Casemix 



• The policy is designed to recognize hospitals that have invested in managing 
LOS over the past several years, while encouraging improvement for those with 
little improvement and performance worse than the nation.

• The policy introduces scaled penalties and rewards of up to 0.5 percent of 
all-payer inpatient revenue for CY 2026.
⮚ This reflects policy start halfway through the performance year

• Revenue at risk will increase to 0.75 percent in RY 2029 and 1 percent in RY 
2030.

• To qualify for rewards, hospitals must meet participation expectations for sharing 
best practices on hospital throughput
⮚ Hospitals are required to submit reporting under the ED and Hospital Throughput Best Practice 

Policy to remain eligible for rewards
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Overview of the Draft Payment Policy



• Exclusions: 
⮚ Discharges leaving against medical advice
⮚ Transfers out to other acute care settings
⮚ Expired cases
⮚ Shock trauma 
⮚ Chronic and rehabilitation services
⮚ Unknown discharge dispositions

• Performance will be measured against national averages (expected values) after 
adjusting for patient risk factors such as diagnosis (APR-DRG), severity of illness (SOI), 
and payer.

• Expected values are estimated using the 2023 HCUP National Inpatient Sample

• Hospitals will be assessed on both improvement in IP LOS from a fixed base period and 
actual performance (i.e., attainment) relative to CY2023 national norms during each 
performance year.
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Measurement Methodology
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Improvement Scenario Options

• Improvement goal considerations:
⮚ what is required to have all hospitals reach the national average?
⮚ Evaluate historical performance over time to avoid setting an overly aggressive goal 

that could lead to unintended consequences
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Proposed Improvement Scale Based on CY2023 to CY2026 
Performance

• CY 2023 - CY 2028 Improvement Goal: 5%

• CY 26 Threshold improvement needed to 
avoid penalties: - 3.03%

• The improvement needed to receive 
maximum reward (benchmark) was set at 
the mean improvement of the top decile 
from CY2023- CY2025.

• The maximum penalty was linearly 
extrapolated from the threshold and the 
maximum reward.



• The attainment target is set at O/E 
Ratio of 1 from CY 2023, adjusted for 
the improvement threshold.

• The attainment benchmark (i.e., O/E 
ratio where hospitals could receive full 
reward) was set at the average of the 
top performing decile of hospitals in 
CY2023 plus the improvement target.

• The maximum penalty was linearly 
extrapolated from the threshold and the 
maximum reward. 
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Proposed Attainment Scale Based on CY2026 performance



• To illustrate components of the payment policy, staff treated CY2025 hospital results 
as if they represented CY2026 performance, and then applied 
improvement/attainment criteria described in the draft policy.

• Most hospitals performed better than the national average
⮚ Net statewide adjustments are +0.03 percent (estimated at +$4.1 million). 

• Of the 40 hospitals included in the policy, 9 would be penalized a total of 0.10 
percent due to increases in IP LOS or improvements less than the improvement 
threshold and O/E ratios greater than attainment threshold (estimated at -$12.6 
million). 
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Example: Statewide Revenue Adjustments



1. Implement an all-payer risk-adjusted IP LOS measure for acute-care hospitals.
2. Assess hospital performance on the better of improvement or attainment.

⮚ Improvement Target: Establish a five-year (CY2023 to CY 2028) improvement threshold 
(i.e., minimum improvement needed to not be penalized and to start earning rewards) to bring 
all Maryland hospitals to an Observed to Expected Ratio of 1.0 (HCUP national average).

⮚ Attainment Target: Set the attainment threshold at the CY 2023 HCUP national average of 
1.0 plus the annual improvement target.

3. Provide scaled rewards and penalties of up to 0.5 percent all-payer inpatient 
revenue for RY 2028, and increase by 0.25 percent annually for RY2029 (0.75 
percent) and RY2030 (1.0 percent).
⮚ To be eligible for rewards, hospitals are expected to participate in sharing best practices and 

required to submit reporting for the ED and Hospital Throughput Best Practice Policy.

4. Monitor to ensure the policy is achieving its intended result (lower IP LOS and 
ED LOS) and for unintended consequences, including readmission rates and 
emergency department (ED) revisits.
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List of Abbreviations 
Abbreviation Definition 

AHEAD Achieving Healthcare Ef f iciency through Accountable Design 

APR-DRG All Patients Ref ined Diagnosis Related Groups 

CMS Centers for Medicare & Medicaid Services 

CY Calendar Year 

ED Emergency Department 

FY Fiscal Year 

GBR Global Budget Revenue 

HCUP Healthcare Cost and Utilization Project 

HSCRC Health Services Cost Review Commission 

IP Inpatient 

IP LOS Inpatient Length of  Stay 

LOS Length of  Stay 

MHA Maryland Hospital Association 

O/E Observed-to-Expected Ratio 

PMWG Performance Measurement Work Group 

RRIP Readmission Reduction Incentive Program 

RY Rate Year 

SNF Skilled Nursing Facility 

SOI Severity of  Illness 

TCOC Total Cost of  Care 
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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): Specif ic type of  DRG assigned using 3M 
sof tware that groups all diagnosis and procedure codes into one of  328 All-Patient Ref ined-Diagnosis 
Related Groups. 
 

Severity of Illness (SOI): 4-level classif ication 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  illness levels, such that each 
admission can be classif ied into an APR-DRG SOI "cell" along with other admissions that have the same 

diagnosis-related group and severity of  illness level. 
 

Observed/Expected (O/E) Ratio: LOS performance is calculated by dividing the observed LOS by the 
expected LOS. Expected LOS is determined through case-mix adjustment using national norms. 
 

Case-Mix Adjustment: National norms for LOS (i.e., normative value or "norm") are derived f rom the 
HCUP National Inpatient Sample by APR-DRG/SOI. Expected LOS for each hospital is derived by summing 
the LOS norms for each patient discharged during the measurement period. 
 

Risk-Adjusted LOS: Observed LOS divided by Expected LOS, multiplied by the National Base Year Mean 
LOS. 
 

ED Boarding: The practice of  holding admitted patients in the emergency department af ter they have been 

assigned an inpatient bed, typically due to lack of  available inpatient beds. ED boarding is a direct 
consequence of  constrained inpatient capacity and prolonged inpatient length of  stay. 
 

Improvement Score: A measure of  change in a hospital's risk-adjusted LOS f rom the base year to the 

performance year, expressed as a percentage. 
 
Attainment Score: A measure of  a hospital's risk-adjusted LOS relative to a f ixed threshold, indicating 
absolute performance rather than improvement. 
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Recommendations 
These are the draf t recommendations for the Inpatient Length of  Stay Incentive Program (IP LOS): 

1. Implement an all-payer risk-adjusted inpatient length of  stay (IP LOS) measure for acute-care 

hospitals. 

2. Assess hospital performance on the better of  improvement or attainment.   

a. Improvement Target: Establish a f ive-year (CY2023 to CY 2028) improvement threshold 

(i.e., minimum improvement needed to not be penalized and to start earning rewards) to 

bring all Maryland hospitals to an Observed to Expected Ratio ratio of  1.0 (HCUP national 

average). 

b. Attainment Target: Set the attainment threshold at the CY 2023 HCUP national average 

of  1.0 plus the annual improvement target.   

3. Provide scaled rewards and penalties of  up to 0.5 percent all-payer inpatient revenue for RY 2028, 

and increase by 0.25 percent annually for RY2029 (0.75 percent) and RY2030 (1.0 percent). 

a. To be eligible for rewards, hospitals are expected to participate in sharing best practices 

and required to submit reporting for the ED and Hospital Throughput Best Practice Policy. 

4. Monitor to ensure the policy is achieving its intended result (lower IP LOS and ED LOS) and for 

unintended consequences, including readmission rates and emergency department (ED) revisits.  

Introduction 
Maryland hospitals have been and are currently funded under an all-payer global budget revenue system 

with a f ixed annual revenue cap set by the Maryland Health Services Cost Review Commission (HSCRC or 

Commission) under agreements with the Centers for Medicare and Medicaid Services (CMS) for the state 

to operate the All-Payer Model (Calendar (CY) 2014- CY 2018), the Total Cost of  Care (TCOC) Model (CY 

2019-CY 2025), and the current AHEAD model (CY 2026- CY 2035). Maryland’s global budget system, 

which provides hospitals with annual prospective budgets, guarantees Maryland hospitals a greater source 

of  f inancial stability and provides incentives to shif t services to the most appropriate care setting and reduce 

potentially avoidable utilization.  The HSCRC adjusts hospital global budgets for quality of  care and patient 

experience through pay-for-performance policies that assess areas of  national focus (e.g., hospital acquired 

complications, readmissions) and areas of  opportunity that are unique to Maryland and global budgets.  

This draf t Inpatient Length of  Stay policy is being proposed to the Commission to address concerns related 

to signif icant post-pandemic growth in IP LOS at Maryland hospitals. Extended hospital stays are 

sometimes unavoidable. in other instances patients remain hospitalized for longer than necessary due to 

inef fective initial treatment, poor discharge planning, and other hospital-specif ic factors. This can result in 

poor patient outcomes and f inancially strained healthcare institutions. Inpatient LOS is also a key factor in 
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extended emergency department LOS. Currently, Maryland’s emergency departments are among the most 

crowded in the nation, and managing IP LOS is a critical piece of  managing this issue.  

While the majority of  Maryland hospitals are at or below the national average for IP LOS, incentives in this 

area are still needed. Maryland has fewer inpatient beds per capita than most states, so absent better 

performance on IP LOS, hospitals may experience bed capacity issues. Maryland residents are also 

younger and more af f luent than those in other states, suggesting that overall utilization should be well below 

the national average. Additionally, implementation of  an IP LOS policy counterbalances the incentives of  the 

surge policy. Without such a counterweight, it is possible that the surge policy would result in worsening IP 

LOS that would place more Maryland hospitals above the national average..  

Policy development for this and other State hospital incentive programs is vetted with stakeholders and 

approved by the Commission to ensure the programs strike a balance between driving needed changes 

and avoiding unanticipated consequences. For purposes of  the RY 2028 IP LOS Draf t Policy, staf f  vetted 

the updated proposed recommendations with the Performance Measurement Workgroup (PMWG), the 

standing advisory group that meets monthly to discuss Quality policies. 

Background  
One of  the central motivations for this policy is a paradox that has emerged in Maryland hospital utilization 

trends: even as inpatient admissions have declined—an outcome consistent with the goals of  global 

budgets and Total Cost of  Care accountability—overall inpatient utilization, as measured by total bed days, 

has increased. This divergence arises because reductions in admission volume have been more than of fset 

by increases in the average length of  each stay. The result is that hospitals are caring for fewer patients in 

aggregate, but those patients are occupying beds for longer periods, consuming proportionally more 

capacity per episode of  care. 

This dynamic has direct implications for the f inancial sustainability of  the AHEAD model. Global Budget 

Revenue is premised on the idea that hospitals can manage both the volume and the intensity of  inpatient 

utilization within a f ixed envelope of  funding. When bed days rise even as admissions fall, it signals that 

inpatient resources are not being f reed up at the rate the model anticipates. Hospitals operating with 

elevated LOS face constrained physical capacity, which in turn limits their ability to respond to surges in 

demand, coordinate ef fectively with post-acute partners, and avoid the boarding of  admitted patients in the 

emergency department. In short, declining admission volume is a necessary but not suf f icient condition for 

model sustainability—it must be accompanied by a proportional reduction in LOS to translate into genuine 

ef f iciency gains. The IP LOS incentive is designed to close this gap by targeting the dimension of  inpatient 

utilization that has, to date, been moving in the wrong direction. 
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While incentives exist to improve IP LOS through global budgets and TCOC accountability, those incentives 

have not prevented marked growth in IP LOS. Thus, staf f  believe an additional top-line revenue incentive, 

similar to RRIP for readmissions, is necessary to optimize care delivery and accelerate progress toward 

national norms. This is particularly true now that the recently approved surge policy provides incentives 

based in part on bed days, which could potentially result in further increases in IP LOS.  

Impact on Emergency Department Length of Stay 
One of  the primary rationales for implementing an IP LOS policy is its potential impact on emergency 

department operations. When inpatient beds are occupied by patients with prolonged stays, the hospital's 

capacity to admit new patients f rom the emergency department is constrained. This creates a "backup" 

ef fect where admitted patients must wait—or "board"—in the ED until an inpatient bed becomes 

available.This boarding accumulation leads to longer wait times for all ED patients, delayed treatment for 

new arrivals, ambulance diversion, increased patient safety risks, staf f burnout and reduced quality of  care.  

In Maryland, the correlation between IP LOS and ED LOS at the hospital level is 0.5 (Figure 1), indicating 

moderate correlation.  Because of  this relationship, staf f  concluded that achieving the policy's multi-year 

goal of  bringing IP LOS at all Maryland hospitals toward the national average could result in signif icant 

reductions in ED boarding hours, improved ED throughput, enhanced patient experience, and better clinical 

outcomes. 

Figure 1. Inpatient and ED Length of Stay for Admitted Patients By Hospital, FY2025 
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Source: FY25 IP LOS OE & HCUP 2023 norms adjusting for APR-DRG/SOI  vs ED Median LOS, 2025 

Maryland Hospital Performance 
The following section provides an overview of  Maryland hospital performance on IP LOS, evaluation of  

factors that may account for longer IP LOS, and addresses questions and concerns raised by 

stakeholders.   

Staf f  evaluated IP LOS of  Maryland hospitals against the national average using data f rom the Healthcare 

Cost and Utilization Project (HCUP) National Inpatient Sample, a representative sample of  discharge 

records f rom U.S. hospitals maintained by the federal Agency for Healthcare Quality and Research. The 

most recent survey data is f rom 2023. In FY2025, patients at 20 of  the State’s acute-care hospitals 

experienced IP LOS longer than the most recently available national average (Figure 2), with the highest 

mean LOS at a Maryland hospital more than 75% higher than the national average.  

Figure 2. Mean IP LOS of Maryland Hospitals, FY2025 

Source: HSCRC FY2025 Casemix 

To gauge whether this comparison was impacted by dif ferences in patient acuity between Maryland 

hospitals and those elsewhere, staf f  indirectly standardized the IP LOS of  Maryland hospitals using national 

norms by APR-DRG, severity of  illness and payer derived f rom the NIS. In the risk-adjusted analysis, one 

quarter of  Maryland hospitals continued to have IP LOS higher than the national average (Figure 3). Staf f  
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assessed the degree to which hospital performance was inf luenced by including in the analysis norms 

calculated on a patient group of  less than 30, which can occur when there are few patients in the NIS with a 

particular combination of  APR-DRG, severity indicator and payer. The OE ratios calculated af ter excluding 

cells with fewer than 30 patients were correlated at >0.99 with the original ratios, leading staf f  to conclude 

that small cell size was not a source of  measurement error. 

Figure 3.  IP LOS Observed/Expected Ratios for Maryland Hospitals, FY2025 

Source: HSCRC FY2025 Casemix, risk adjusted for APR-DRG, and payer using 2023 HCUP norms 

The performance of  Maryland hospitals in FY2025 followed several years of  increasing LOS. Between 2018 

to 2024, IP LOS at most hospitals in the State increased more than 10%, while some increased more than 

20%. Only two of  the State’s hospitals experienced decreases during the period (Figure 4). 
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Figure 4. Change in IP LOS for Maryland Hospitals, FY2018-2024 

 

Source: HSCRC Casemix, FY2018-2024 

Evaluation of Factors Leading to Longer IP LOS  
There are several potential reasons for rising IP LOS, including some related to factors largely beyond the 

control of  hospitals. Staf f  evaluated these explanations empirically to ensure that the policy incentivizes an 

outcome that is meaningfully responsive to hospital-led interventions.  

One leading explanation is that the shif t in IP LOS was the result of  TCOC Model dynamics, in that 

incentivizing a reduction in inpatient discharges directed a sizable population of  low-acuity patients f rom 

inpatient services to lower-acuity settings. This would result in a longer average LOS for the remaining 

patients due to their higher acuity.  

Staf f  expected that if  this theory were correct, Maryland’s performance would fall in line with that of  the 

nation af ter risk adjustment. However, while implementation of  risk adjustment moved some Maryland 

hospitals in line with the national average, a signif icant portion of  facilities remained above the national 

average.  

To address the possibility that this risk-adjustment approach was not completely ef fective in controlling for 

patient acuity, staf f  evaluated the statewide change in both IP discharges and IP bed days over time. If  the 

IP LOS issue were driven by removal of  the low-acuity population, one would expect to see discharges fall 

with bed days falling to a much lesser extent. Instead, there was a net gain in statewide bed days over time, 

indicating that utilization for higher-acuity patients increased (Figure 5). 
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Figure 5. Patient Days vs. Observation and Inpatient Discharges, FY2018-2024 

 

Source: HSCRC Casemix, FY2018-2024 

Staf f  also evaluated the association between inpatient volume changes and CY2025 IP LOS performance. 

If  the shif t to lower-acuity settings was behind rising IP LOS, one would expect that the hospitals with the 

largest volume decreases would have the highest risk-adjusted IP LOS. However, the analysis indicated 

that IP LOS and volume changes are minimally correlated (Figure 6).  
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Figure 6. Association Between FY 2025 Inpatient Length of Stay and Volume Changes, 2018-2025 

 

Source: HSCRC Casemix, 2018-2025FY and HCUP 2023 norms adjusting for APR-DRG/SOI 

Finally, staf f  identified several cohorts of  patients, including those undergoing heart bypass and other major 

surgery, whose care has been consistently delivered on inpatient services for the duration of  the TCOC 

Model.  Staf f  hypothesized that if  the growth in low-acuity unregulated care were responsible for rising IP 

LOS, these cohorts would exhibit stable LOS over time. However, signif icant increases in IP LOS were 

observed in these inpatient-only cohorts (Figure 7).  
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Figure 7. Change in IP LOS By Hospital for Inpatient-Only Procedures, 2018 vs 2024 FY 

 

 Source: HSCRC Casemix, 2018-2024 FY, risk adjusted by HCUP 2023  

Another possibility is that payment practices specif ic to government insurance programs drive increasing IP 

LOS. Staf f  evaluated this theory by comparing hospital IP LOS performance by payer. This analysis 

indicated that hospitals with risk-adjusted LOS longer than the national average perform similarly regardless 

of  payer, indicating that the issue is likely not related to payer policies. 

An additional theory is that the TCOC Model created incentives for hospitals to unnecessarily lengthen LOS 

at the close of  the f iscal year to avoid falling under global budget revenue targets. Staf f  evaluated this by 

reviewing quarterly changes in IP LOS for the past several years. This analysis (Figure 8) indicated that 

there is marked variation in IP LOS by quarter. However, the longest LOS regularly occurs in the f irst 

quarter of  the calendar year, when respiratory illnesses peak. The second quarter, which coincides with the 

close of  the rate year, typically sees the lowest IP LOS of  the year.  
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Figure 8. Variation in Inpatient Length of Stay by Calendar-Year Quarter 

 

Source: HSCRC Casemix data, FY2022 - FY2025 

Staf f  also investigated the possibility that IP LOS is associated with dif ferences among patients and within 

hospitals operating in low-income environments. Risk-adjusted hospital IP LOS was evaluated for each of  

the state’s seven regions. While rural areas generally had lower IP LOS, three of  the state’s regions, 

including the af f luent Suburban Washington area, contained hospitals with risk-adjusted IP LOS above the 

national average.  
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Figure 9. Risk-Adjusted Hospital IP LOS By Region, 2025 

 

Source:  2025 HSCRC Casemix,HCUP 2023 norms adjusting for APR-DRG/SOI (Severity of  Illness) 

Staf f  also considered whether post-acute care availability was responsible for elevated IP LOS. Statewide, 

patients discharged to post-acute care have IP LOS above the national average, while those discharged 

elsewhere have IP LOS below the national average. However, at the hospital level, IP LOS is minimally 

(and inversely) correlated with volume of  post-acute discharges. This suggests that operational issues at 

some hospitals are lengthening LOS for patients regardless of  discharge destination, and that the IP LOS 

policy could improve ef f iciency and patient experience at these facilities. 
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Figure 10. Risk-Adjusted Hospital IP LOS vs. Percent of Patients Discharged to SNF, 2025  

Source:  CY2025 HSCRC Casemix,HCUP 2023 norms adjusting for APR-DRG/SOI (Severity of  Illness) 
 
A f inal possibility is that the performance of  Maryland hospitals as compared to the nation is the result of  

random variation rather than dif ferences in hospital operations. However, an analysis of  risk-adjusted 

hospital performance over time indicated that hospitals performing below the national average in CY2025 

experienced similar performance in prior years (Figure 11). Because of  this, staf f  concluded that the factors 

driving elevated LOS are related to hospital operations rather than random variation. 
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Figure 11. Annual Variation in IP LOS, CY2022-2025 

 
Source: 2025 HSCRC Casemix,HCUP 2023 norms adjusting for APR-DRG/SOI (Severity of  Illness) 

After evaluating several potential causes of  rising IP LOS that are unrelated to hospital performance, as well 

as information on a number of  successful hospital-led IP LOS interventions described in peer-reviewed 

literature, staf f  concluded that hospital operations are a signif icant factor in IP LOS, and that a policy 

incentivizing improvements in IP LOS would benef it patients, hospitals, and the State’s healthcare system.  

Pay-for Performance Policy Overview 
This section provides an overview of  the proposed pay-for-performance policy including details on the IP 

LOS performance measure, performance targets, and revenue adjustment methodology.  This draf t policy 

proposes to include scaled penalties and rewards, up to 0.5 percent of  all-payer, inpatient revenue.  While 1 

percent was originally proposed, staff have reduced the revenue at-risk for CY 2026 due to the policy being 

implemented half  way through the year.  Modeling of  by-hospital performance in CY 2026 is provided below 

for reference.  In RY 2029 and RY 2030, the revenue at-risk will be increased to 0.75 percent and 1 

percent, respectively.  In order for hospitals to be eligible for a reward, stakeholders have suggested having 

requirements to share best practices for hospital throughput.  Specif ically, staf f  have included a 

recommendation that hospitals are expected to participate in sharing best practices and required to submit 

reporting for the ED and Hospital Throughput Best Practice Policy to be eligible for a reward.   

Performance Metric 

Measurement 
The policy will measure all-payer risk-adjusted inpatient length of  stay (IP LOS) for acute-care hospitals. 
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Proposed Exclusions 

The following discharge types are excluded f rom measurement: 

Exclusion Category Rationale 

Discharges leaving against medical advice Patient-driven departure, not ref lective of  hospital 

performance 

Transfers out LOS attributed to receiving hospital 

Expired cases Clinical outcomes measure, not LOS ef f iciency 

Shock trauma and discharges f rom long term 

care beds 

Unique clinical circumstances not comparable to 

general admissions 

Unknown discharge dispositions Data quality concern 

 

Risk-Adjustment Methodology 

Risk adjustment will be applied by deriving normative values (norms) by APR-DRG, SOI, and payer 

(Commercial, Medicare, Medicaid, Other) f rom the 2023 HCUP National Inpatient Sample. These norms are 

then applied to discharge data f rom HSCRC casemix, and expected IP LOS for each hospital is derived by 

summing the IP LOS norms for each patient discharged during the measurement period.  The performance 

metric is the Observed IP LOS divided by the Expected IP LOS (O/E Ratio). Hospitals that performed at the 

same level as the nation will have an O/E Ratio of  1. An O/E Ratio of  <1 indicates better performance while 

a ratio > 1 indicates worse performance compared to the national norm.  While the O/E ratio is of ten 

multiplied by the unadjusted average f rom the reference population to obtain the risk-adjusted rate, the pay-

for-performance methodology proposed here will use the O/E ratio. 

Performance Targets 
The performance targets for this policy are modeled similarly to how the targets for the Readmission 

Reduction Incentive Program were established.  Specif ically, hospitals will be assessed on both 

improvement in IP LOS f rom a f ixed base period and actual performance (i.e., attainment) relative to the 

nation during each performance year.  Below are the improvement and attainment targets established 

based on modeling of  opportunity and stakeholder feedback. 
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Improvement Targets 

Figure 12 provides a range of  improvement scenarios that were considered and the proposed improvement 

goal for CY2023 through CY2028.  Given this is a new policy, staf f  believes the improvement goal should 

both consider what is required to have all hospitals reach the national average, as well as historical 

performance over time to avoid setting an overly aggressive goal that could lead to unintended 

consequences.  Based on stakeholder feedback, a set base period of  CY2023 will be used for measuring 

improvement in CY 2026.  Staf f  propose a cumulative improvement of  5 percent over 5-years (CY2023-

CY2028) based on historical trends and the goals set forth in this policy.   

Figure 12. Improvement Scenario Options

 

Using the 5 percent improvement goal, f igure 13 shows the proposed improvement scale for scaling 

revenue adjustments based on CY2023 to CY2026 performance.  The threshold of  -3.03 percent is the 

improvement needed to avoid being penalized.  The improvement needed to receive the maximum reward 

(benchmark) was set at the mean improvement of  the top decile of  improvement f rom CY 2023 to CY 2025. 

The maximum penalty was linearly extrapolated f rom the threshold and the maximum reward.   
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Figure 13. Improvement Scale 

 

Attainment Targets 

Figure 14 provides the proposed attainment scaling.  The attainment threshold is set at O/E Ratio of  1 f rom 

CY 2023, adjusted for the improvement threshold determined above.  While the attainment threshold could 

be set at the O/E ratio of  1.0, staf f  have historically included the improvement goal into the attainment 

standards for readmissions to further emphasize improvement.  The attainment benchmark (i.e., O/E ratio 

where hospitals could receive full reward) was set at the average of  the top performing decile of  hospitals in 

CY2023 plus the improvement target.   
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Figure 14. Attainment Scale 

 

Revenue Adjustment Modeling 

Figure 15 provides statewide revenue adjustments using the parameters set above and CY2025 data as a 

proxy for CY2026 performance.  Given that the majority of  hospitals perform better than the national 

average, the net statewide adjustments are +0.3 percent (estimated at +$4.1 million).  Of  the 40 hospitals 

included in the policy, 9 would be penalized a total of  0.10 percent due to increases in IP LOS or 

improvements less than the improvement threshold and O/E ratios greater than attainment threshold 

(estimated at -$12.6 million).  By hospitals modeling is provided in Appendix and an excel modeling 

workbook has been provided to stakeholders and can be provided upon request. 
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Figure 15. Statewide Revenue Adjustment, Base 2023 vs CY 2026 (CY 2025 used as proxy) 

 

AHEAD Model Considerations 

Staf f  will discuss inclusion of  the IP LOS revenue adjustment in the CMS HGBs.  If  this is not possible, staf f  

will update the policy so that all-payer performance is used to adjust revenue for State HGBs for non-

Medicare revenue.   

Recommendations 
These are the draf t recommendations for the Inpatient Length of  Stay Incentive Program (IP LOS): 

1. Implement an all-payer risk-adjusted inpatient length of  stay (IP LOS) measure for acute-care 

hospitals. 

2. Assess hospital performance on the better of  improvement or attainment.   

a. Improvement Target: Establish a f ive-year (CY2023 to CY 2028) improvement threshold 

(i.e., minimum improvement needed to not be penalized and to start earning rewards) to 

bring all Maryland hospitals to an Observed to Expected Ratio ratio of  1.0 (HCUP national 

average). 

b. Attainment Target: Set the attainment threshold at the CY 2023 HCUP national average 

of  1.0 plus the annual improvement target.   

3. Provide scaled rewards and penalties of  up to 0.5 percent all-payer inpatient revenue for RY 2028, 

and increase by 0.25 percent annually for RY2029 (0.75 percent) and RY2030 (1.0 percent). 

a. To be eligible for rewards, hospitals are expected to participate in sharing best practices 

and required to submit reporting for the ED and Hospital Throughput Best Practice Policy. 

4. Monitor to ensure the policy is achieving its intended result (lower IP LOS and ED LOS) and for 

unintended consequences, including readmission rates and emergency department (ED) revisits.  
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Appendix:  By Hospital Modeling 

 



Revisit Select Volume Realignment Policy

April 15, 2026



For several months, Staff and Kaiser-impacted hospitals have raised concerns over implementation aspects of the Select 
Volume Realignment policy. Since approval, both staff and hospitals have encountered a number of implementation 
challenges and complexities associated with the policy design. Key issues include, but are not limited to:

● Small cell size concerns: Removing  Kaiser patient-level records of  the selected 13 hospitals  from  market shift 
calculations may result in statistically unstable or skewed outcomes for certain hospitals on the Statewide marketshift 
run. 

● Divergent volume trends: There are mismatched utilization trends between Kaiser and non-Kaiser populations, 
creating challenges in managing compliance alongside any other volume shifts.

● Interaction with other policies: Additional analysis is required to ensure Kaiser volume treated as fee-for-service is 
not double counted across other policies (e.g., surge, complexity adjustments).

● Financial reporting challenges: Hospitals have expressed difficulty in determining appropriate revenue recognition 
for financial reporting purposes.

These challenges, combined with the timing of the policy alongside the transition to the AHEAD Model, make implementation 
particularly difficult at this time. 

129

Update on Implementation



Staff recommend that the Commission reverse the Select Volume Realignment Policy adopted in December 10, 2025 
Commission meeting.  In its place, staff would handle the adjustments related to these shifts through a payer driven volume 
shift service line exclusion using an adjustment to the standard market shift approach as outlined in the Market Shift 
Refinement policy adopted by the Commission in December 2025.  This approach is consistent with the Commission’s 
approach prior to the adoption of the Select Volume Realignment Policy.  No further Commission action would be required. 

Recommendation
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Overview of Recommendation 
Staff are recommending to reverse the Select Volume Realignment Recommendation that was 
approved by the Commission on December 10, 2025.  

Select Volume Realignment Recommendation 

Kaiser Permanente is an integrated healthcare delivery system that provides health plan coverage 
and coordinated medical services to over 750,000 members in the Mid-Atlantic States Region, 

which includes Maryland. Kaiser Permanente (Kaiser) does not operate its own hospital facilities 
in Maryland; instead, it partners with a network of Maryland hospitals (Core Hospitals) to provide 
hospital based services to its members. Kaiser is currently transitioning a portion of its members' 
hospital based services from facilities outside of its network to Core Hospitals. To help facilitate 

this realignment and in consideration of the complexity of the previous adjudication process the 
Select Volume Realignment Policy adopted the following: 

 
▪ For select hospitals, Kaiser volumes and revenues that are usually evaluated in the Market 

Shift policy (charges associated with ECMADs) will be removed from global budget 
revenues for the period of January 1, 2026, through June 30, 2027.  Select hospitals are 
defined as follows: 

▪ Greater than 5 percent of total Kaiser Revenue statewide regardless of Kaiser share 
of GBR, i.e., supersedes other required criteria 

▪ Greater than $5 million in annual charges and greater than 2 percent of global budget 
revenue, however, 

▪ Various Exclusions 
▪ Specialty Hospitals – Shock Trauma, Shady Grove Hospital 
▪ Hospitals with a preponderance of Kaiser revenue attributable to non-elective 

care (i.e., >96.85% of charges have an EMG rate center charge – top quartile 
for prior list of material Kaiser hospitals) 

▪ Allow removed Kaiser volumes and revenues to be reimbursed in real time through a 
volume-variable evaluation, using HSCRC rates.  

▪ On July 1, 2027, build back into global budgets removed Kaiser volumes and revenues 
based on volumes reimbursed through a volume variable evaluation from January 1, 2026 
through December 31, 2026. 

Update on Implementation 
For several months, Staff and Kaiser-impacted hospitals have raised concerns over 
implementation aspects of the Select Volume Realignment policy. Since approval, both staff and 
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hospitals have encountered a number of implementation challenges and complexities associated 
with the policy design. Key issues include, but are not limited to: 

● Small cell size concerns: Removing  Kaiser patient-level records of  the selected 13 
hospitals  from  market shift calculations may result in statistically unstable or skewed 
outcomes for certain hospitals on the Statewide marketshift run.  

● Divergent volume trends: There are mismatched utilization trends between Kaiser and 
non-Kaiser populations, creating challenges in managing compliance alongside any other 
volume shifts. 

● Interaction with other policies: Additional analysis is required to ensure Kaiser volume 
treated as fee-for-service is not double counted across other policies (e.g., surge, 
complexity adjustments). 

● Financial reporting challenges: Hospitals have expressed difficulty in determining 
appropriate revenue recognition for financial reporting purposes. 

These challenges, combined with the timing of the policy alongside the transition to the AHEAD 
Model, make implementation particularly difficult at this time.  

Recommendation 

Staff recommend that the Commission reverse the Select Volume Realignment Policy adopted in 
December 10, 2025 Commission meeting.  In its place, staff would handle the adjustments related 
to these shifts through a payer driven volume shift service line exclusion using an adjustment to 
the standard market shift approach as outlined in the Market Shift Refinement policy adopted by 
the Commission in December 2025.  This approach is consistent with the Commission’s approach 
prior to the adoption of the Select Volume Realignment Policy.  No further Commission action 
would be required.  

 

 

 

 

 

 

 



The next HSCRC Public Meeting is Wednesday, May 13, 2026.
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