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638th Meeting of the Health Services Cost Review Commission 

January 14, 2026 

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

CLOSED SESSION 
12:00 pm 

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

PUBLIC MEETING 
1:00 pm 

1. Review of Minutes from the Public and Closed Meetings on December 10, 2025

Specific Matters 

For the purpose of public notice, here is the docket status. 

Docket Status – Cases Closed  

2683A   Johns Hopkins Health System 
2684A   University of Maryland Medical Center 

2. Docket Status – Cases Open

2685A  Johns Hopkins Health System
2686A  Johns Hopkins Health System-WITHDRAWN
2687A  Johns Hopkins Health System
2688A  Johns Hopkins Health System
2689N Lumini Health Doctors Community Medical Center

Subjects of General Applicability 

3. Presentation: MDH Secretary Meena Seshamani - Comments on AHEAD Model and Multi-
Agency Work

4. Final Recommendation: Multi-Agency Regulatory Working Group Proposal

5. Report from the Executive Director
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a. Model Monitoring

b. Policy Calendar Update

i. Physician Costs Comments Summary

ii. Healthcare Outcome Payment Effort

6. Final Recommendation:  Confidential Data Request

7. Final Recommendation:  Surge Policy

8. Final Recommendation:  Demographic Adjustment

9. Final Recommendation: Quality Based Reimbursement (QBR) Policy

10. Draft Recommendation:  Readmissions Reduction Incentive Program (RRIP)

11. Hearing and Meeting Schedule
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MINUTES OF THE 
637th MEETING OF THE 

HEALTH SERVICES COST REVIEW COMMISSION 
DECEMBER 10, 2025 

Chairman Joshua Sharfstein called the public meeting to order at 12:00 
p.m. In addition to Chairman Sharfstein, also in attendance were Vice 
Chairman James Elliott, M.D., Jon Blum, M.P.P., and Farzaneh Sabi, M.D. 
Via Zoom were Commissioners Nicki McCann, J.D. and Richardo Johnson, 
J.D. Upon motion made by Commissioner Sabi and seconded by Vice 
Chairman Elliott, the Commissioners voted unanimously to enter Closed 
Session. The Public Meeting was reconvened at 1:00 p.m. 

REPORT OF DECEMBER 10, 2025, CLOSED SESSION 

Mr. William Hoff, Deputy Director, Audit and Integrity, summarized the 
items discussed during the December 10, 2025, Closed Session. 

ITEM I 
REVIEW OF THE MINUTES FROM NOVEMBER 12, 2025, PUBLIC 

MEETING AND CLOSED SESSION 

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

ITEM II 
CLOSED CASES 

2657A  Johns Hopkins Health System – Extension Request 
2682A  Johns Hopkins Health System 

ITEM III 
OPEN CASE  

 
2683A  Johns Hopkins Health System 
2684A  University of Maryland Medical Center  

ITEM IV 
REPORT FROM THE EXECUTIVE DIRECTOR 

New Staff Announcement 

Dr. Jon Kromm, Executive Director, announced two new hires: 
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● Ms. Nancy Chiles Shaffer joins the HSCRC as an Associate Director in the Center for 
Healthcare Data Management and Integrity, where she will lead all activities related to 
HSCRC datasets, including developing clinical and financial reporting requirements, 
monitoring data quality, and responding to data issues. She comes to the HSCRC from 
the Centers for Medicare & Medicaid Services, where she led agency-wide data 
initiatives, developed technical guidance to improve data collection and analysis, and 
oversaw the federal evaluation of the Medicare-Medicaid Financial Alignment Initiative. 
Nancy holds a Master’s in Epidemiology and a Ph.D. in Gerontology from the University 
of Maryland, Baltimore. 

● Ms. Brianna Jones joins the HSCRC as the new Human Resources Officer. She is 
responsible for recruitment, supporting staff with HR matters, and assists with fiscal 
administrative duties as needed. Ms. Jones has over 25 years of professional 
experience, including more than 10 years with the State of Maryland as an HR 
Representative at MDOT, supporting various offices such as the Office of Procurement, 
Office of Administration, and Office of Planning and Engineering. She holds a Master of 
Business Administration and the Society for Human Resource Management (SHRM-CP) 
certification.  

Model Monitoring  

Ms. Deon Joyce, Chief, Hospital Rate Regulation, reported on the Medicare Fee-for-Service 
(FFS) data through August 2025 (for claims paid through October 2025). The data showed that 
Maryland’s Medicare hospital spending per capita growth was unfavorable when compared to 
the nation. Ms. Joyce stated that Medicare non-hospital spending per capita and Total Cost of 
Care (TCOC) spending per capita were also unfavorable when compared to the nation. Ms. 
Joyce stated that the Medicare TCOC guardrail is 1.55 percent above the nation through July 
2025, and that Maryland Medicare hospital and non-hospital growth through June resulted in 
savings of $127 million. 

HSCRC AHEAD Model Policy Timeline 

Dr. Kromm introduced a new monthly reporting structure for the Executive Director’s Report, 
centered on a comprehensive policy timeline. This timeline serves as the staff’s official work 
plan and is divided into four specific tracks: updates that are already planned, changes required 
for the AHEAD model implementation, policies likely to be impacted by AHEAD, and 
collaborative efforts involving multiple state agencies. A detailed document will accompany 
these reports to provide more granular explanations of each work track. 

To improve clarity, the staff is utilizing a Gantt chart format to visualize the lifecycle of policy 
development. This chart emphasizes critical milestones for public and industry engagement, 
including periods for stakeholder input, the release of draft recommendations, and public 
comment windows. The timeline concludes each action with a final vote by the Commission. 

A major focus of his presentation was the Global Budget Revenue 2028 Policy Review, 
described as a significant catch-all category for hospital global budget rules under CMMI. Dr. 
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Kromm noted that this area will require extensive future discussion as it involves everything 
from technical rate order adjustments to major financial policy shifts. He emphasized that much 
of this work is dependent on the timing and clarity of guidance received from federal partners at 
CMMI. 

He highlighted immediate priorities, noting that Market Shift and Surge policies were ready for 
Draft Recommendations and discussion during the current session. He also signaled a 
forthcoming call for public input regarding physician costs. While multi-agency work will receive 
less granular updates than internal policies, the staff remains committed to sharing progress on 
those broader initiatives as they evolve. 

Commissioner Blum asks whether the Commission should proactively drive CMMI’s agenda to 
ensure they follow Maryland’s pace, or if the Commission will remain reactive to federal policy 
decisions. He wants to understand how the staff envisions the strategic interplay and balance of 
power between state and federal authorities during this transition. 

Dr. Kromm responded by characterizing the relationship as a two-way street rather than a 
hierarchy where one side leads and the other reacts. He emphasized that both state and federal 
staff maintain a regular meeting cadence to co-manage the agenda, with Maryland staff actively 
highlighting priorities to help CMMI determine what to focus on first. According to Kromm, this 
collaborative effort will eventually result in a combined plan that will be reflected in the 
Commission’s formal policy timeline once further details are solidified. 

Physician Costs 

Dr. Kromm addressed the critical issue of physician costs, transitioning from recent data 
collection to the development of a formal policy framework. He proposed that the Commission 
issue a call for public comments to establish a set of governing principles. This initiative aims to 
define how the state should approach potential solutions and funding mechanisms for 
physicians as Maryland moves further into its healthcare transformation. 

The first set of principles focuses on the strategic alignment of funding with the Commission’s 
core mission. He suggested that initial efforts should prioritize hospital-based physicians, which 
are essential for efficient operations, as the Commission has the most direct line of sight into 
these costs. He emphasized that any financial support must be tied to the broader goals of the 
Maryland Model, specifically requiring that physician funding contribute to improved clinical 
quality, better health outcomes, and the reduction of overall system costs. 

Dr. Kromm also highlighted the need for affordability and equity across different hospital staffing 
structures. He proposed that physician funding be strictly paired with efforts to mitigate 
underlying cost drivers to maintain the model’s affordability. He insisted that these policies must 
be applied fairly to all hospital-based physicians, regardless of whether they are directly 
employed or contracted, ensuring that the financial impact reaches the physicians directly 
involved in care delivery. 

He concluded with a focus on regulatory coordination and a call for Commissioner feedback and 
stressed that any new physician funding must be coordinated with CMS to ensure that Medicare 
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and Medicaid participate appropriately within the context of the AHEAD model. He invited the 
Commissioners to provide guidance on these five example principles to help shape the formal 
request for public comment and ensure the state’s approach is both comprehensive and legally 
sound. 

Commissioner Blum asked whether the Commission should mandate a standardized minimum 
model for physician staffing that hospitals must adopt to qualify for funding, or if the policy 
should remain flexible to accommodate each hospital's unique existing staffing structures. 

Dr. Kromm responded by expressing skepticism toward a one-size-fits-all mandate, suggesting 
instead that while a qualitative staffing model would be too difficult to standardize across diverse 
hospitals, the Commission could use statistical benchmarking (such as a state average) to 
create a functional standard while still allowing for varied hospital structures. 

Commissioner Sabi emphasized that a one-size-fits-all mandate is impractical because hospital 
staffing structures vary significantly based on local needs and geography. She advocated for a 
flexible policy that respects these diverse operational realities while ensuring that funding is tied 
to high-value clinical outcomes. She also advocated for a framework that supports long-term 
sustainability and equity across the state rather than just providing a simple financial pass-
through. 

Commissioner Joshi expressed general support for the proposed principles but offered two 
specific refinements regarding physician scope and cost expectations. He cautioned against 
drawing artificial lines that might exclude physicians who split their time between inpatient and 
ambulatory settings, such as anesthesiologists or behavioral health specialists. Additionally, 
while he agreed with targeting underlying cost drivers, he urged a balanced approach that 
acknowledges certain costs like supply chain expenses that may be beyond a hospital’s 
immediate control. 

Update on RY 2026 Allocation 

Dr. Kromm provided an update on the status of the $100.4 million physician staffing funding, 
noting that staff are now analyzing a full year of 2025 cost data to determine if the final 
allocation needs adjustment. He clarified that the current session was for discussion only and 
not a vote. The goal is to release a Draft Recommendation for public comments. He requested 
moving the final vote up from February to January to provide greater operational flexibility for 
fiscal year adjustments and to finalize a policy that has been under deliberation for a significant 
amount of time. 

Ms. Prudence Akindo, Associate Director, Financial Methodologies, presented the update on 
RY2026 allocation. She noted that Maryland hospitals are currently facing significant volume 
surges driven by respiratory conditions, including influenza, RSV, and COVID-19. Data from the 
Maryland Department of Health indicates that the largest spikes in hospitalizations occurred 
between 2024 and 2025, with projections suggesting continued strain due to active flu seasons 
in the Southern Hemisphere and abroad. In response, the Commission voted to reinstate Surge 
funding in July, initially capping the RY 2026 allotment at $100.4 million. This figure was based 
on nine months of RY 2025 data and utilized a blended distribution model that weighed two-
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thirds toward patient days, and one-third toward Equivalent Case Mix Adjusted Discharges 
(ECMADs). 

Staff expressed concern that the heavy reliance on patient days diverges from standard HSCRC 
policies and could inadvertently incentivize longer hospital stays. To evaluate whether patient 
days are a necessary metric for capturing hospital strain, staff and consultants conducted a 
four-part analysis. They looked for correlations between 1) occupancy and length-of-stay (LOS), 
2) the impact of seasonality on Surge-funded hospitals, 3) variations in LOS during Surge vs. 
non-Surge months, and 4) comparisons between Surge and non-Surge cases of similar acuity. 
The goal was to determine if standard case mix weights (ECMADs) alone were sufficient to 
capture the resource intensity of respiratory surges. 

The analysis yielded conflicting results regarding the necessity of using patient days. Questions 
one and four supported the metric: question one found a strong positive correlation between 
average daily census and length-of-stay, while question four revealed that respiratory surge 
cases have a significantly longer average LOS (4.4 days) compared to non-surge cases of 
similar acuity (2.9 days). However, questions two and three undermined the need for the 
patient-day metric, finding that LOS for surge cases was not consistently higher in winter 
months and that seasonal variations were minimal. Ultimately, while some data supports patient 
days, the majority of the findings suggest that ECMADs effectively capture most variations. 

Upon receiving the full 12 months of RY 2025 data, staff recalculated the Surge funding 
requirement, which rose to $164.6 million. However, because the Commission previously 
capped the RY 2026 funding at the nine-month estimate of $100.4 million, staff had to perform a 
normalization process. This involved redistributing the full 12-month data trends to fit within the 
lower approved cap. This ensures that the final allotments reported to the hospitals remain 
consistent with the funding limit set by the Commissioners in July. 

Ms. Akindo concluded with a summary of the main takeaways for future implementation. While 
the current RY 2026 allotments are now finalized using the approved blended methodology, she 
indicated that the analysis provides a foundation for revisiting surge models. Because the 
evidence was mixed with only two of the four questions supporting the inclusion of patient days 
and there remains an open discussion about whether future surge funding should shift more 
toward case mix adjusted metrics to avoid the potential pitfalls of incentivizing increased length-
of-stay. 

Draft Recommendation on Future Surge Consideration 

Ms. Akindo presented the staff Draft Recommendations regarding how the Commission should 
handle surge funding for Rate Year (RY) 2026 and beyond. 

The recommendations are summarized across the following five areas: 

1. Staff recommends that the RY 2026 Surge funding be based on a full 12-month 
evaluation of data rather than the initial 9-month estimate. While the total funding is 
currently capped at $100.4 million, staff has redistributed this amount among hospitals 
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using the most recent 12-month data to ensure the allocation accurately reflects actual 
hospital experience while staying within the established budget. 

2. Staff is presenting two alternative options for the Commission to consider for public 
comment, both of which would involve raising the current $100.4 million cap: 

● Option 1 ($164.6M): Increase the cap to the full amount identified by 12 months of 
data using the current weight of 2/3 patient days and 1/3 ECMADs. 

● Option 2 ($124.8M): Increase the cap to a middle ground based on a reversed 
weighting approach (2/3 ECMADs and 1/3 patient days), which aligns with the goal 
of reducing incentives for longer hospital stays. 

3. Starting in RY 2027, staff recommends a permanent shift in the Surge Funding formula. 
Based on their statistical analysis, they propose moving to a 66 percent ECMAD and 33 
percent patient day split. This change is designed to "de-emphasize" patient days, 
addressing concerns that the previous model might have encouraged hospitals to 
increase a patient's length-of-stay to secure more funding. 

4. To improve the accuracy of the Surge policy, staff recommends a new annual cycle. A 
Surge estimate based on 9 months of data would be built into hospital rates every July. 
This amount would then be reconciled the following year based on full 12-month data. 
Additionally, staff recommends that any Surge Funding be net of other awards, meaning 
they would deduct funding already received by hospitals through full rate applications or 
other mechanisms. 

5. The Commission should adopt an independent Inpatient LOS Incentive developed with 
the Performance Measurement Workgroup. By creating a separate mechanism to 
improve length-of-stay performance across the state, the Commission can further 
mitigate the risks of using patient days in surge calculations. This broader initiative aims 
to improve patient satisfaction, financial sustainability, and the transition of care to 
Hospital at Home or post-acute providers. 

No action was taken on these agenda items.  

ITEM V 
FINAL RECOMMENDATION:  MARKETSHIFT IMPROVEMENT (VCF, GEOGRAPHIES, 

EXCLUSIONS) 

Mr. Allan Pack, Principal Deputy Director, Quality and Population-Based Methodologies 
presented the staff’s Final Recommendation: Marketshift Improvement (VCF, Geographies, 
Exclusions) (see “Final Recommendation: Marketshift Improvement (VCF, Geographies, 
Exclusions)” available on the HSCRC website). 

Mr. Pack reviewed staff Final Recommendation which focuses on refining the Market Shift 
methodology, the system used to adjust hospital revenues when patients move between 
facilities. His presentation centered on transitioning from broad estimates to more precise, 
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empirical data while addressing stakeholder feedback on how to handle unique volume 
changes. 

A primary recommendation is the replacement of the generic 50 percent variable cost factor 
(VCF) with four distinct, empirically derived categories: Inpatient Medical, Inpatient Surgical, 
Outpatient Medical, and Outpatient Surgical. This change ensures that revenue adjustments 
more accurately reflect the actual costs associated with specific types of care. While some 
stakeholders suggested an even more granular approach with over 40 factors, Mr. Pack 
dismissed this to avoid unnecessary administrative complexity, noting that the data did not 
justify such extreme segmentation. 

While staff originally intended to remove six specific service lines from the Market Shift model 
due to low volume and statistical unreliability, Mr. Pack recommended tabling this action. He 
agreed with stakeholders that these exclusions should not be handled in isolation. Instead, they 
will be addressed as part of a broader, more comprehensive engagement regarding all services 
to be carved out of population-based payments under the upcoming AHEAD model, which may 
involve up to 15 percent of total hospital volumes. 

To account for unique shifts in hospital volume, the recommendation includes five specific 
triggers that allow a service to be temporarily excluded from Market Shift calculations. These 
triggers cover events such as inter-system shifts and new Certificate of Need (CON) approvals. 
Notably, Mr. Pack accepted a "friendly amendment" to include new facility designations, such as 
Stroke Centers, provided the hospital can prove the volume is truly new to the system. To 
ensure data integrity, hospitals must provide at least six months' notice before these exclusions 
are implemented. 

Initially focused on Kaiser’s integrated model, the recommendation was expanded to allow all 
payers to utilize payer-initiated Market Shift adjustments. This change acknowledges that shifts 
caused by a carrier moving a hospital out of network impacts the entire system. To qualify, 
these shifts must be material, representing more than one (1) percent of a hospital's Global 
Budget Revenue (GBR). Mr. Pack noted that while this is a fair expansion, the Commission may 
need to develop future tools to compel non-integrated payers to provide the necessary data for 
these realignments. 

Mr. Pack concluded by addressing the concept of a latent demand trigger, which would account 
for underlying community health needs that are not currently being met. While he views this as a 
critical evolution for the model's long-term sustainability, he is not recommending its 
implementation at this time. He emphasized that more work is required to define and quantify 
latent demand accurately before it can be formally integrated into the state's hospital payment 
policies. 

Mr. Pack presented the staff’s Final Recommendation for the Marketshift Improvements (VCF, 
Geographies, Exclusions) as follows: 
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1. Effective immediately, adopt for all volume policies the newly calculated VCF for 
inpatient medical (57 percent) and surgical (66 percent) and outpatient medical (54 
percent) and surgical (63 percent) in lieu of the historical standard of 50 percent. 

2. Once a more comprehensive discussion with the field takes place on what service lines 
should be prioritized for exclusion, given the limited flexibility under the current Model (5 
percent) and the AHEAD Model (15 percent),  

● Remove the following service lines from the Market Shift Policy: Endocrinology 
Surgery; ENT Surgery; Gynecological Surgery; Ophthalmologic Surgery; 
Thoracic Surgery; Urological Surgery; and Ventilator Support,  

● Consolidate Spinal Surgery and Neurological Surgery.  

3. Any volume changes for services removed from the Market Shift as a result of this 
recommendation shall be adjudicated similar to the Out-of-State Volume Policy, (i.e., a 
revenue adjustment will only occur when the volume change is material, such as 1 
percent of service line revenue when volume increases or 3 percent of service line 
revenue when volume decreases) 

4. Officially establish the process described herein, by which Service Line Exclusions from 
the Market Shift policy can be triggered and adjudicated provided one of the following 
criteria is met: 

● Facility Conversions 
● Intersystem Shifts 
● Payer Driven Volume Shifts 
● Material Provider Initiated Shifts 
● CON Approved Service Line Expansions 

Commissioner Blum asked whether the proposed policy changes would materially increase the 
scale of financial transfers between hospitals or if the impact would remain relatively minor. He 
specifically sought to understand if these updates would disrupt the historical trend of small 
year-to-year dollar shifts within the Market Shift methodology. Mr. Pack responded that while the 
baseline for annual revenue realignment is typically around $50 million, the new higher variable 
cost factors could theoretically increase that figure to approximately $59 million. He noted that 
while the service line exclusions will allow for greater precision in money following the patient, 
the total order of magnitude remains uncertain and could be further influenced by changes in 
hospital behavior. 

As follow up question, Commissioner Blum also asked whether a payer would be required to 
prove that a volume shift has already occurred or merely demonstrate an intention to shift that 
volume in the future. Mr. Pack responded that the policy is primarily intended to be prospective, 
requiring payers to submit a plan in advance to ensure patient access and verify that shifted 
volume is going to appropriate facilities. This forward-looking approach allows the Commission 
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to confirm that physician access remains stable even if a hospital is cut from a network. 
However, he noted that the Commission maintains the flexibility to perform retrospective 
assessments on the back end to verify actual volume changes. 

Commissioner Johnson noted that the Commission staff already possesses the data and 
analytical capabilities necessary to estimate volume shifts without requiring a formal plan from 
external parties. Mr. Pack stated that while HSCRC can easily track volume shifts between 
regulated Maryland hospitals, staff face significant blind spots when volume moves to 
unregulated or out-of-state facilities. He argues for retaining the right to request a plan to ensure 
the Commission can accurately account for these less visible shifts. 

Comments:  

Mr. Patrick Carlson, Vice President of Care Transformation and Finance for the MHA, 
presented and expressed strong support for the staff’s recommendations, viewing them as 
essential for the financial sustainability of hospitals as they manage fluctuating patient volumes. 

Mr. Carlson noted that the updated Market Shift policy is a critical improvement because it 
ensures revenue follows the patient. He specifically applauds the move away from a one-size-
fits-all financial model toward a more nuanced, service-specific approach developed in 
collaboration with the hospital industry. 

● Support for Variable Cost Factors (VCF): He strongly supports replacing the flat 50 
percent VCF with four specific calculated factors based on service line and setting. He 
believes this will more accurately fund the actual costs associated with volume changes. 

● Precision in Funding: He emphasizes that these changes make the policy more 
precise, ensuring that hospitals have the appropriate resources to manage the specific 
types of patients they are seeing. 

● Data Reliability: MHA supports efforts to better isolate true shifts in volume between 
hospitals to ensure the policy is applied fairly and accurately. 

● Strategic Alignment  with the AHEAD Model: He agrees with the decision to delay or 
consolidate certain service line exclusions until there is more clarity on the AHEAD 
Model’s 85 percent revenue requirement, ensuring the state policy aligns with federal 
mandates. 

● Collaborative Development: He highlights the successful collaboration between 
HSCRC staff and the hospital field over several months to reach these 
recommendations. 

Mr. Adam Kellerman, Director of Healthcare Payment for the MHA, focused on the technical 
execution of the temporary exclusions within the Market Shift policy. He emphasizes the need 
for stability, hospital-led requests, and alignment with federal models. 
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While supporting the principle that revenue follows the patient, Mr. Kellerman expresses 
concern that certain volume exclusions could cause financial instability. He advocates for a 
hospital-centric approach to exclusion requests and warns of the administrative complexity 
introduced by the transition to the federal AHEAD model. 

● Standardized Process for Exclusions: He supports creating a formal process for 
handling large, purposeful volume shifts that the standard methodology might miss, but 
warns that these must be handled carefully to avoid unintended consequences for 
patient access. 

● Predictability and Stability: Using the Kaiser recommendation as a benchmark for 
predictable shifts, he notes that other payer-driven changes (like network shifts) are less 
predictable. He argues that excluding these volumes prematurely could introduce 
financial instability for hospitals. 

● Hospital-Led Requests: He insists that any request to exclude volume from the Market 
Shift assessment should come directly from the affected hospitals, rather than being 
driven solely by payers or staff. 

● Payer Accountability: He suggests that if payers drive volume shifts, they should be 
required to complete access impact analyses to ensure patient care isn't disrupted. 

● The Backfill Provision: He urges the HSCRC to allow hospitals to backfill lost volumes 
(to address unmet community needs) in all payer-driven shift scenarios, similar to the 
specific allowance made in the Kaiser recommendation. 

● Alignment with AHEAD/CMS: He warns against the dual complexity of having different 
financial methodologies for Medicare (via CMS) and other payers (via HSCRC). He calls 
for strict alignment between state and federal systems to reduce the administrative 
burden on hospitals. 

Mr. Dewan Clayborn, President & CEO, Central Maryland Chamber Conduit of Commerce, 
primarily advocated for increased transparency and accessibility in the Commission’s decision-
making process. He argued that the current two-to-three-week window for public comment is 
insufficient for small and medium-sized business owners to review complex policies while 
managing their daily operations. To bridge this gap, he proposed that the Commission allow 
consumers to provide input much earlier in the process before draft recommendations are 
finalized to ensure policy shifts that reflect the needs of Maryland residents and employers. 

To make healthcare policy more digestible, Mr. Clayborn recommended that the HSCRC 
implement a system similar to the fiscal notes used by the Maryland General Assembly. He 
suggested that complex budget methodologies should be translated into a clear, consumer-
friendly format that explains the impact of policy changes in dollars and cents. This would allow 
the average business owner and patient to understand how hospital global budget adjustments 
and pricing decisions directly affect their healthcare costs and access. 

Regarding the specific Market Shift Policy, Mr. Clayborn supported the principle that revenue 
should follow the patient to their chosen facility. However, he expressed a strong concern that 
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patients who continue to use a hospital experiencing a loss of volume should not be forced to 
subsidize those losses through higher costs. He urged the HSCRC to rigorously monitor how 
these shifts impact affordability and equity, particularly as the state transitions toward the 
AHEAD model and navigates changes in Medicare and Medicaid. 

Dr. David Fakunle, representing Morgan State University and the "Health Means 
Everything Coalition,” offered a public health-focused critique centered on the human element 
of policymaking. He emphasized that healthcare is a critical pillar of the broader public health 
system and urged the Commission to adopt a philosophy of co-creation rather than top-down 
regulation. By framing policy through the lens of those most in need, he advocated for a system 
that actively integrates the lived experiences of diverse consumers. 

Dr. Fakunle challenged the Commission to work smart, not just hard by leveraging the wisdom 
and experience of the community. He argued that a broader spectrum of consumer perspectives 
would provide the Commission with the knowledge and awareness needed to make more 
effective decisions. He called for a higher standard of accountability and transparency, 
suggesting that deeper collaboration with the public would ultimately strengthen the 
Commission’s significant efforts. 

Steve Ports, representing CareFirst, expressed strong support for the final recommendations, 
framing the Market Shift updates as an essential evolution of Maryland’s unique all-payer 
system. He applauded the HSCRC staff for breaking ground on complex regulatory issues that 
haven't been resolved at the federal level or in other states. For CareFirst, these refinements 
are vital to ensure that hospital revenues accurately reflect the actual volume of patients served. 

The primary focus of Mr. Ports’ remarks was the payer-initiated Market Shift provision. He 
emphasized that the policy initially designed for Kaiser should indeed apply to all payers to 
correct revenue misalignments as quickly as possible when volume shifts occur. He confirmed 
that CareFirst is prepared to provide the necessary plans and data to support these adjustments 
whenever their network changes meet the Commission's criteria. 

Mr. Ports acknowledged the earlier debate regarding the necessity of formal plans. While 
asserting CareFirst's readiness to comply with data requests, he echoed Commissioner 
Johnson’s suggestion that the Commission could also explore using existing data to identify 
shifts. He concluded by supporting the Commission’s authority to utilize these various tools to 
ensure "timely realignment," ultimately aiming for a system where hospital funding is precisely 
tied to patient movement. 

Commissioner Johnson highlighted the delay or inaccuracies in accounting for volume shifts,  
he noted it  don't just affect hospital or payer finances, they directly harm individual consumers. 
He argues that if the Commission fails to adjust revenue quickly when volume leaves a facility, 
the patients remaining at that hospital are unfairly forced to pay higher charges to cover the 
overhead of a shrinking patient base. 
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Chairman Sharfstein requested a motion to adopt the staff’s Final Recommendation. 
Commissioner Blum moved to approve the staff’s Final Recommendation, seconded by Vice 
Chairman Elliott. The motion passed unanimously in favor of the staff’s recommendation. 

ITEM VI 
FINAL RECOMMENDATION: SELECT VOLUME REALIGNMENT  

Mr. Allan Pack, Principal Deputy Director, Quality and Population-Based Methodologies 
presented the staff’s Final Recommendation: Select Volume Realignment (see “Final 
Recommendation: Select Volume Realignment” available on the HSCRC website). 
Commissioner Sabi was recused from this discussion.  

The Final Recommendations, summarized from the December 2025 staff presentation, center 
on a structured, 18-month transition plan to realign global budgets with actual patient flow 
following Kaiser Permanente’s shift to Core Hospitals. 

Mr. Pack outlined a proposal for hospital volume realignment designed to shift funding for Kaiser 
Permanente patients from non-Core Hospitals (where Kaiser does not operate) to Core 
Hospital. The initiative aims to align hospital budgets with actual patient flow, ensuring that 
facilities inheriting a surge in Kaiser volume are reimbursed in real time to prevent margin 
issues, while those losing volume do not retain funding for services they no longer provide. 

To ensure accuracy and address stakeholder concerns, the staff refined the scope of the project 
using Kaiser-submitted claims data rather than relying solely on self-reported hospital data. 
While 50 facilities were initially identified as having Kaiser volume, the recommendation was 
narrowed from 19 to 13 material hospitals. Specific exclusions were made for specialty hospitals 
like Shock Trauma and Shady Grove (due to unique or behavioral services), as well as hospitals 
where over 96.85 percent of Kaiser volume is emergency-related, as these services are less 
likely to be successfully realigned. 

Financially, the realignment affects approximately $590 million in revenue. Data suggests that 
84 percent of Kaiser volume is not expected to move, leaving only about 7 to 11 percent of total 
associated revenue in question. To mitigate financial shocks, the Commission is applying a 
"variable cost factor" to the revenue being moved. Furthermore, the HSCRC will conduct 
retrospective assessments to "hold harmless" hospitals that successfully backfill their lost Kaiser 
capacity with other latent demand or demographic growth, ensuring they are not unfairly 
penalized for the transition. 

A significant point of contention involved the inclusion of emergency room care. While hospitals 
suggested carving out ER services, Mr. Pack stated that Kaiser intends to transfer stabilized 
patients to Core Hospitals to improve system throughput. He noted that Kaiser’s inpatient 
length-of-stay at Core Hospitals is typically one day shorter than at non-Core Hospitals, which 
should ultimately improve overall system capacity and reduce emergency department boarding. 

The 18-month implementation timeline begins in January, during which Kaiser volumes will be 
reimbursed through a real-time fee-for-service evaluation. This period allows for 12 months of 
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clean data collection plus "run out" time to accurately calculate the permanent realignment. By 
July 1, 2027, the adjusted volumes will be built back into the hospitals' global budgets and 
managed through standard market-shift methodologies moving forward. 

Mr. Pack presented the staff’s Final Recommendation for the Select Volume Realignment as 
follows:   

1. From January 1, 2026, through June 30, 2027, remove, for select hospitals, Kaiser 
volumes and revenues evaluated in the Market Shift policy from global budget revenues. 
A variable cost factor will be employed. Select hospitals are defined as follows: 

● Greater than 5 percent of total Kaiser Revenue statewide regardless of Kaiser 
share of GBR (NEW!) 

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

i. Various Exclusions (NEW!); 
ii. Specialty Hospitals – Shock Trauma, Shady Grove Hospital; 

● Hospital with a preponderance of Kaiser revenue attributable to non-elective care 
(i.e., > 96.85 percent of charges have an EMG rate center charge – top quartile 
for prior list of material Kaiser hospitals); 

2. Allow removed Kaiser volumes and revenues to be reimbursed in real time through a 
volume-variable evaluation, using HSCRC rates. A variable cost factor will be employed; 

3. 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; 

4. Apply retrospective adjustments (both permanent and one-time) if hospitals can verify 
that Kaiser volumes were replaced with other volumes that are currently unsupported by 
Demographic, Marketshift, or related adjustment (NEW!). 

Vice Chairman Elliott asked how will the methodology be handled when a facility loses the 
Kaiser Core Hospital status. Mr. Pack noted that while Kaiser's Core Hospital designations have 
changed in the past, he does not anticipate any further shifts during the upcoming 18-month 
transition period. He explained that previous shifts at hospitals like GBMC and St. Agnes were 
managed through a manual process of prospective budget adjustments followed by 
retrospective settlements. However, because the current realignment involves a much larger 
scale of 13 to 16 hospitals, the staff have developed a more creative real-time fee-for-service 
approach to ensure accuracy. If a hospital were to lose its Core status in the future, the 
Commission would either return to that traditional adjustment method or apply this new real-time 
model to follow the volume. 
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Comments: 

Ms. Allison Taylor, Head of Government Relations, Kaiser Foundation Health Plan, 
expressed support for the realignment proposal, emphasizing that it was developed through 
collaborative meetings with Commission staff and affected hospitals to address their specific 
concerns. She explained that since Kaiser does not own hospitals in the Mid-Atlantic region, the 
Core Hospital model is essential for creating a curated network where Kaiser physicians can 
directly manage patient care. This model is a central component of their high-quality ratings, as 
it allows them to best serve their members within their unique integrated care and coverage 
framework. 

Addressing operational benefits, Ms. Taylor highlighted that Kaiser patients in Core Hospitals 
experience a length-of-stay that is typically one to one and a half days shorter than the state 
average. This efficiency is driven by their ability to coordinate care more effectively and utilize 
advanced urgent care centers. These centers allow Kaiser to admit patients directly to Core 
Hospitals, bypassing traditional emergency departments entirely, which she noted should 
improve overall system throughput and reduce wait times for all patients. 

She characterized the proposal as a good-faith effort by Kaiser to act as a team player in the 
Maryland healthcare system. By working with the HSCRC to create this market-based funding 
shift, Kaiser aims to mitigate the financial friction caused when they intentionally move patient 
volumes. She urged a favorable vote, noting that the shift impacts a relatively small percentage 
of total revenue while significantly enhancing the care delivery model for their members living in 
those communities. 

Chairman Sharfstein requested a motion to adopt the staff’s Final Recommendation. 
Commissioner Joshi moved to approve the staff’s Final Recommendation, seconded by Vice 
Chairman Elliott. The motion passed unanimously in favor of the staff’s recommendation. 

ITEM VII 
FINAL RECOMMENDATION: EMERGENCY DEPARTMENT (ED) BEST PRACTICES 

POLICY 

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

Ms. Simmons presented the update on Emergency Department (ED) hospital throughput best 
practices, noting that the final recommendation remains largely consistent with the initial draft. 
She reminded Commissioners that hospitals are currently implementing two self-selected best 
practices from a list of six and are required to submit their first full set of data by December 31, 
2025. The core of her recommendation is to maintain this current monitoring phase throughout 
2026 to allow hospitals more time to optimize and "hardwire" these processes. 

The decision to extend the monitoring period into Calendar Year (CY) 2026 is intended to 
provide staff with enough time to fully analyze the incoming data and understand the impact of 
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these practices. Ms. Simmons noted that preliminary results from October already showed 
some improvements in throughput, but more data is needed to justify future policy changes. 

This extension also considers the upcoming AHEAD transition, ensuring that hospitals are not 
overwhelmed by shifting quality programs while they are still refining their current ED workflows. 

Stakeholder feedback was generally supportive of this steady state approach, with most 
hospitals favoring the continuation of the current policy. While one stakeholder suggested 
discontinuing the policy due to the high volume of work required, Ms. Simmons explained that 
the staff addressed this concern by keeping the requirements stable rather than adding new 
ones. Additionally, she mentioned that the ED Wait Time Reduction Commission will be 
involved in CY 2026 to help determine how to best leverage these efforts for longer-term state 
goals. 

Ultimately, the final recommendation keeps the policy as a pay-for-reporting model rather than 
pay-for-performance. This means the only penalty hospitals face is for failing to submit data, 
which allows the focus to remain on learning and implementation rather than financial 
punishment. This approach provides a clear path for evaluation throughout CY 2026 before the 
Commission decides on more stringent accountability measures or permanent changes to the 
throughput standards. 

Ms. Simmons presented the staff’s Final Recommendation for the ED Best Practice as follows;   

1. Building upon the ongoing work of staff and key stakeholders, continue the specifications 
developed by the Best Practice subgroup on the six Hospital Best Practices that are 
designed to improve emergency department (ED) and hospital throughput and reduce 
ED length-of-stay (LOS). 

2. For each Best Practice identified, continue three tiers with corresponding measures that 
reflect the fidelity and intensity of each best practice. Weighting of tiers for future 
performance years will be determined in CY 2026 after CY 2025 data is collected and 
analyzed. Require hospitals to maintain and report data on the two implemented Best 
Practices for Rate Year (RY) 2028. 

3. Failure to implement and report data to the Commission by December 31, 2026, will 
result in a 0.1 percent penalty on all-payer, inpatient revenue to be assessed in January 
2027. Staff intends to evaluate the impact of the best practices and make a final 
recommendation for subsequent rate years after the CY 2025 and CY 2026 Best 
Practice program impact is assessed.  

Commissioner Blum asked how the staff and work group identified these specific best practices 
and whether they looked at successful benchmarks from across the country rather than just 
within Maryland. He noted that many of the cited practices have been part of the quality 
conversation for a long time and is curious how the Commission plans to benchmark 
performance against national standards. Ms. Simmons responded that the current list of best 
practices was developed through extensive research into nationally vetted, evidence-based 
practices that have been proven effective across the country. She emphasized that while the 
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program is currently in a monitoring phase to encourage collaboration and engagement among 
hospitals, the staff intends to conduct more formal national benchmarking and data analysis 
throughout CY 2026. This future work will focus on determining whether there are standard 
national measures that can be applied to the Maryland data to further drive results and evaluate 
local performance. 

Comments 

Ms. Tequila Terry, Senior Vice President of Care Transformation and Finance of MHA,  
expressed appreciation for the ongoing partnership with the Commission staff and highlighted 
the industry's general alignment with the proposed best practice monitoring approach. She 
noted that hospitals are deeply committed to improving throughput but emphasized the 
significant administrative and operational burden currently facing clinical teams. By allowing 
hospitals to continue focusing on the two practices they have already selected, she believes the 
Commission is providing the necessary stability for these initiatives to become hardwired into 
hospital culture. 

Ms. Terry remarked on the importance of coordinating these new requirements with the broader 
transition to the AHEAD model. She cautioned that hospitals are navigating multiple complex 
quality programs and regulatory shifts simultaneously, and it is vital that the HSCRC maintain 
awareness of this total volume of work. Her support for the 2026 monitoring plan was rooted in 
the idea that it prevents overloading hospitals while still maintaining the focus on the critical 
state goal of reducing emergency department wait times. 

Ms. Terry underscored the value of the collaborative process used to refine the policy, 
specifically praising the move to a pay-for-reporting rather than a pay-for-performance model at 
this early stage. She suggested that this approach allows hospitals to share data and lessons 
learned in a non-punitive environment, which ultimately leads to more effective implementation 
of evidence-based practices. This cooperation, she noted, is essential for identifying which 
strategies actually work across Maryland’s diverse healthcare ecosystem before moving toward 
more rigid financial accountability. 

Amanda Wright, Director of Quality and Clinical Care of MHA, emphasized the critical need 
for alignment with federal standards as Maryland transitions toward the AHEAD model. She 
expressed concern that as Medicare's program design evolves, any misalignment in state-level 
quality programs could lead to fragmentation and an unfair performance evaluation for hospitals. 
Consequently, she urged the HSCRC to use Medicare’s standards for reporting and timelines 
as the primary benchmark to reduce the growing administrative burden on clinical staff. 

Regarding the future of the policy, Ms. Wright supported the plan to evaluate data from 2025 
and 2026 but recommended that the Commission publish interim findings for public feedback. 
She argued that this transparent approach is necessary to ensure the policy remains responsive 
to the actual hospital realities and evolving national standards before any long-term decisions 
are made for the years beyond 2028. 

She highlighted the cumulative penalty risk hospitals face across multiple quality initiatives. She 
requested that the Commission provide more strategic support, time, and resources to help 
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hospitals implement these best practices effectively. For the policy to be sustainable, she 
concluded that the HSCRC must balance its quality goals with a comprehensive approach that 
minimizes administrative strain and ensures transparency throughout the evaluation process. 

Chairman Sharfstein asked Ms. Wright whether Medicare have a best practice policy and if so, 
how did the Medicare Best practices align with the six best practices in this policy. Ms. Wright 
clarified that while Medicare may not have an identical best practice policy, it utilizes several 
outcome measures related to emergency department performance. Specifically, she noted that 
the upcoming Emergency Care Access and Timeliness (ECAT) release from CMS will introduce 
standardized measures for throughput and length-of-stay beginning in 2027. 

Commissioner Joshi expressed support for the learning process but urged the Commission to 
maintain a sharp focus on actual results rather than just the execution of interventions. He 
pointed out that since this is a natural effort rather than a controlled scientific trial, the state 
might not capture the full nuances of how these practices are implemented; however, he 
insisted that the true measure of success must be a decrease in patient wait times. 
Emphasizing that millions of dollars are being invested in these initiatives, he argued that 
publishing papers or perfecting designs is insufficient if the outcomes do not improve, and he 
called for a rigorous evaluation of the interim design to ensure the program delivers tangible 
value. 

Commissioner Sabi emphasized that the collaboration and learning involved in these initiatives 
are essential components of basic, high-quality hospital operations. While acknowledging that it 
may be difficult to isolate the impact of any single action, she suggested that the ultimate 
success of the program depends on all interventions working together as a fully loaded system. 
She reiterated that the primary goal remains improving emergency department wait times as the 
definitive final outcome. 

Commissioner Johnson expressed skepticism regarding the low financial stakes of the policy, 
questioning why the penalty for failing to report data is set at only 0.1 percent of revenue. He 
argued that because both the Commission and the legislature have identified emergency 
department wait times as a serious issue, the accountability measures should be more 
significant to reflect that urgency. While he supports the long-term goal of tying incentives to 
outcomes, he believes that, at a bare minimum, hospitals should face a higher penalty for failing 
to implement basic best practices and submit the required data. 

Ms. Simmons responded that the 0.1% percent penalty was selected by reviewing historical 
HSCRC policies that utilized similar accountability measures for reporting requirements. She 
explained that staff looked at previous ranges of revenue at risk for other programs and chose 
0.1 percent because it felt like a reasonable starting point for a brand-new initiative. The goal 
was to establish a baseline of compliance for data submission before considering more 
substantial financial stakes as the policy matures. 

Chairman Sharfstein requested a motion to adopt the staff’s Final Recommendation. Vice 
Chairman Elliott moved to approve the staff’s Final Recommendation, seconded by 
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Commissioner Joshi. The motion passed unanimously in favor of the staff’s 
recommendation. 
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ITEM VIII 
PRESENTATION: HCAHPS LEARNING COLLABORATIVE PANEL AND REPORT 

HIGHLIGHTS 

Mr. Jonathan Sachs, MBA, FACHE, PCC, HSCRC Consultant, presented the progress of a 
year-long collaborative effort between Maryland hospitals and the MHA to improve patient 
experience and Hospital Consumer Assessment of Healthcare Providers and Systems 
(HCAHPS) scores. He emphasized that the initiative has transitioned from a simple meeting of 
experts to a high level of learning collaborative, by grounding their work in patient stories 
including those from survivors of major trauma. The group has focused on the human element 
of hospital care while leveraging data from national vendors like Press Ganey and NRC to drive 
improvements. 

A primary key learning highlighted by Mr. Sachs is the direct correlation between patient 
experience and clinical quality and safety. He provided evidence that top-performing hospitals in 
patient experience see significantly lower rates of adverse events, such as a 16 percent 
reduction in total falls and an 8 percent reduction in pressure injuries. This data has prompted a 
shift in mindset across the state; rather than treating patient complaints as a separate 
administrative issue, hospitals like Frederick Health are now categorizing patient dissatisfaction 
as a form of psychological harm, applying the same Six Sigma and Plan-Do-Study-Act (PDSA) 
cycles to experience as they do to medical errors. 

Mr. Sachs also addressed the necessity of infrastructure to support best practices, noting that 
simply knowing what to do is not enough if the environment is not prepared. He used the 
analogy of planting a palm tree in a Minnesota winter to explain why some hospitals struggle to 
see results despite following the same protocols as their peers. Success requires a dedicated 
senior leader, clear reporting on process measures (such as the frequency of nurse rounding), 
and a structured system for coaching and validation to ensure that improvements are 
sustainable across all nursing units. 

Ms. Teresa Brown, Quality Methodologist at The Maryland Healthcare Commission 
(MHCC), presented the launch of a new interactive Tableau dashboard designed to provide 
more timely and granular analysis of HCAHPS data. She explained that while the state has 
followed CMS methodology for years, the traditional aggregate data often arrived with significant 
delays. To bridge this gap, the MHCC began requiring patient-level data in 2022, allowing for a 
more immediate and detailed look at how different demographics and hospital characteristics 
impact patient experience scores across Maryland. 

Ms. Brown remarked that substantial updates were made to the HCAHPS survey in January 
2025. This update introduced new survey modes, most notably adding a web-based option to 
the traditional mail and telephone methods. Because of this break in series, the first phase of 
the dashboard focuses exclusively on unadjusted top box data from post-January 2025 results. 
She noted that while current external comparisons are limited, the dashboard’s utility will grow 
as more data is integrated and the Commission determines how to bridge the old and new 
survey formats. 
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The dashboard offers a high degree of transparency, featuring a landing page where users can 
filter results by hospital, domain, and specific questions. It includes a dynamic key findings box 
that updates in real-time based on user selections and identifies top-performing hospitals to 
encourage clinical collaboration. A critical feature of this tool is the ability to stratify results by 
patient demographics, including age, race, ethnicity, language, gender, and education levels. To 
protect patient privacy while maintaining actionability, the system uses data suppression for 
cohorts smaller than 11, providing denominator ranges instead of exact figures for very small 
groups. 

Ms. Brown outlined an ambitious timeline for the dashboard's evolution. Phase two will focus on 
integrating historical data and adding patient mix and mode adjustments to allow for fairer 
comparisons between facilities. The MHCC also plans to link this data to other quality initiatives, 
such as emergency department throughput programs. Having officially launched the tool and 
completed initial training via the CRISP portal, the MHCC expects the next major data update in 
January 2026, marking a significant step toward data-driven, real-time improvements in 
Maryland's healthcare landscape. 

Dr. Giora Netzer, representing the University of Maryland Medical System, emphasized the 
unique nature of collaborative learning, noting that Maryland has become the envy of the rest of 
the country by fostering this level of cooperation. By bringing together patient experience 
leaders, the MHA, and the HSCRC, the state has created a high-energy dialogue and a unified 
community dedicated to sharing best practices. He expressed deep gratitude for the platform, 
which has opened robust lines of communication that were previously unavailable. 

Dr. Netzer’s indicated that there is a necessary paradigm shift regarding how patient experience 
is viewed within the medical hierarchy. He argued that patient experience is not a secondary 
metric but is fundamentally integral to the overall quality of care. By engaging with national 
thought leaders, the collaborative reinforced the idea that psychological safety and physical 
safety are inseparable; one cannot provide high-quality clinical care without addressing the 
patient's experience and emotional well-being. 

Dr. Netzer highlighted that this initiative has helped hospitals recognize patient experience as an 
essential administrative and clinical need, distinct from simply chasing an HCAHPS score. He 
noted that the collaborative effort has empowered institutions to lean in and support one another 
through process improvement. This shift from competition to collective problem-solving allows 
hospitals to address the systemic challenges of healthcare delivery more effectively than they 
could individually. 

No action was taken on these agenda items.  

ITEM IX 
DRAFT RECOMMENDATION:  MARYLAND HOSPITAL ACQUIRED CONDITIONS POLICY 

Dr. Alyson Schuster, Ph.D.,  Deputy Director, Quality Methodologies, presented the staff’s Draft 
Recommendations for the Maryland Hospital Acquired Conditions (MHAC) Policy (see “Draft 
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Recommendations Maryland Hospital Acquired Conditions Policy” available on the HSCRC 
website).  

Dr. Schuster presented the staff Draft Recommendations for the Maryland Hospital Acquired 
Conditions (MHAC) program for Rate Year (RY) 2028. She described the strategic alignment of 
Maryland’s quality programs with national CMS standards as the state transitions toward the 
AHEAD model. Dr. Schuster emphasized that alignment should not only be direct (using 
identical measures to reduce administrative burden) but also intentional, allowing Maryland the 
flexibility to address non-Medicare priorities and innovative quality goals that national programs 
might overlook. 

A key proposal for RY 2028 is the inclusion of the AHRQ Patient Safety Index (PSI) Composite 
measure. By adding this to the MHAC program and weighing it at one-sixth of the total score, 
Maryland aligns more closely with the national Hospital Acquired Conditions Reduction Program 
(HACRP). However, Dr. Schuster noted a distinct difference: while the federal program is 
penalty-only, Maryland intends to maintain its unique scaling approach, which offers both 
rewards and penalties of up to 2 percent of inpatient revenue. This ensures the program 
remains net-positive for hospitals that show high performance or significant improvement. 

Dr. Schuster also compared the technical grouper used to identify complications. Since 2014, 
Maryland has utilized the Potentially Preventable Complications (PPC) grouper, which differs 
from the federal focus on Healthcare-Associated Infections (HAI) monitored via the NHSN. For 
the upcoming cycle, staff recommends maintaining the 16 clinically significant PPC measures 
currently in use. She cautioned that while Maryland generally outperforms the nation on PSI 
measures, benchmarking against state standards (rather than national ones) can make rewards 
harder to achieve, a factor the Commission may revisit in final policy discussions. 

Regarding Readmissions, Dr. Schuster noted that the state must decide how to align with the 
Population Health Accountability Plan (PFAP) under the AHEAD model. Current thinking 
involves aligning the state’s Readmission Reduction Incentive Program (RRIP) with the PFAP’s 
all-payer, all-condition goals. While federal programs often use a 3 percent revenue risk and a 
penalty-only structure, Maryland is currently weighing whether to adopt these stricter federal 
parameters or maintain its current incentive-based structure to avoid destabilizing hospital 
finances during the transition. 

Dr. Schuster advocated for Maryland to serve as a laboratory for innovation, particularly in the 
realm of digital measures. While the immediate priority is stabilizing the transition to CMS-
aligned Medicare programs, she suggested that the state should eventually explore digital 
quality metrics for areas like maternal morbidity that are critical to the non-Medicare population. 
By 2030, CMS aims to move entirely to digital reporting; Dr. Schuster stated Maryland can lead 
this shift while ensuring that all-payer quality remains a central focus of the state's healthcare 
mandate. 

No action was taken on these agenda items.  
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ITEM X 
DRAFT RECOMMENDATION:  MEDICARE PERFORMANCE ADJUSTMENT 

Mr. William Henderson, Principal Deputy Director, Medical Economics and Data Analytics, 
presented the Draft Recommendation: Medicare Performance Adjustment (see “Draft 
Recommendation: Medicare Performance Adjustment” available on the HSCRC website). 

Mr. Henderson detailed the Draft Recommendations for the Medicare Performance Adjustment 
(MPA) for the upcoming year. He explained that the MPA is a critical annual policy that 
determines hospital-level rewards or penalties based on the total cost of care for Medicare 
beneficiaries. Because the Commission is legally required to approve this adjustment each year, 
the focus of the current proposal is to ensure a smooth transition as the state moves toward 
new regulatory frameworks. 

As Maryland transitions to the AHEAD model, the MPA will only exist for two more years (2026 
and 2027) before being fully incorporated into the Medicare global budget in 2028. Because of 
this limited lifespan, Mr. Henderson noted that both the staff and stakeholders agreed it would 
be inefficient to spend time significantly revising or tweaking a policy that has already 
undergone extensive adjustments over the last decade. 

Consequently, the primary recommendation is a continuation of the existing policy. The 2026 
MPA will maintain the same attribution methodology and the same plus or minus 2 percent 
revenue range used in 2025. By keeping the core mechanics of the program stable, the 
Commission aims to provide hospitals with predictability during a period of broader systemic 
change. Mr. Henderson characterized this approach as a straightforward carry-over designed to 
minimize administrative churn. 

The only technical update mentioned involves a rebasing of quality measures. This change is 
intended to align the MPA’s internal quality metrics with the broader quality policies that were 
updated after the original MPA standards were set. Mr. Henderson clarified that while this is the 
only actual change to the data handling, it does not represent a radical shift in the policy’s intent 
or the financial risk shared by the hospitals. 

Regarding the timeline, the staff will submit a formal letter to CMS by the end of the month 
outlining this proposal. CMS typically has 30 days to respond, and Mr. Henderson expressed 
confidence that the federal government will approve the status quo approach. A public comment 
window is open until December 22nd; however, unless substantive or radical feedback is 
received, the staff expects to finalize the policy as presented while continuing broader 
discussions on the future of all-payer design programs under the AHEAD model. 

No action was taken on these agenda items. 
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ITEM XI 
HEARING AND MEETING SCHEDULE 

 
January 14, 2026,              Time to be determined 

 4160 Patterson Ave. 
 HSCRC Conference Room 

There being no further business, the meeting was adjourned at 4:10 p.m. 



 
Closed Session Minutes 

of the 
Health Services Cost Review Commission 

December 10, 2025 
 

Chairman Sharfstein stated the reasons for Commissioners to move into 
administrative session, under the authority provided by the General Provisions 
Article §3-103 and §3-104 for discussing the administration of the Model and to 
update the Commission on a current staff investigation.     

Upon a motion made in public session, Chairman Sharfstein called for an 
adjournment into closed session. 

The administrative session was called to order by motion at 12:05p.m.                                                                                                                               
 
In addition to Chairman Sharfstein, Commissioners Blum, Elliott, Joshi, and Sabi 
were in attendance. 
 
Joining by Zoom:  Commissioner McCann. 
  
Staff members in attendance were Jerry Schmith, William Henderson, Allen Pack, 
Claudine Williams,  Christa Speicher, Alyson Schuster, Geoff Dougherty, Cait 
Cooksey, Erin Schurmann, and William Hoff.  
 
 Joining by Zoom: Jon Kromm, Deb Rivkin, Laura Goodman and Assistant 
Attorneys General Stan Lustman and Ari Elbaum Commission Counsel. 
 

Item I 
Ms. Erin Schurman, Associate Director, Strategic Initiatives, updated the 
Commission on the Regional Partnership review.    
 

Item II 
Dr. Jon Kromm, Executive Director updated the Commission on the status of the 
AHEAD model.   

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

Item IV 
Mr. Henderson also updated the Commission, and the Commission discussed the 
FY26 Hospital Financial Condition through October 2025.  
 
The Closed Session was adjourned at  12:25p.m.  
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IN RE: THE APPLICATION FOR AN * BEFORE THE MARYLAND HEALTH 

ALTERNATIVE METHOD OF RATE * SERVICES COST REVIEW 

DETERMINATION * COMMISSION  

JOHNS HOPKINS HEALTH        * DOCKET:   2025     

SYSTEM                          * FOLIO:   2495 

BALTIMORE, MARYLAND * PROCEEDING:  2685A 

 
 
I.  INTRODUCTION 

Johns Hopkins Health System (“System”) filed an application with the HSCRC on November 26, 

2025, on behalf of its member hospitals (the “Hospitals”), Johns Hopkins Hospital and Johns Hopkins 

Bayview Medical Center, to add additional liver transplant and Mon-Mycloablative Unrelated Bone Marrow 

Transplant to the global rate arrangement, Proceeding 2681A, with One Team Health, an international TPA, 

approved at the Health Services Cost Review Commission’s October 8, 2025 public meeting. The effective 

date for the approval for the additional procedures is January 1, 2026.  

II.   OVERVIEW OF APPLICATION 

The contract will continue to be held and administered by Johns Hopkins HealthCare, LLC 

("JHHC"), which is a subsidiary of the System. JHHC will continue to manage all financial transactions 

related to the global price contract including payments to the Hospitals and bear all risk relating to regulated 

services associated with the contract. 

III. FEE DEVELOPMENT 

The hospital portion of the new global rates for solid organ transplants was developed by 

calculating mean historical charges for patients receiving the procedures for which global rates are to be 

paid. The remainder of the global rate is comprised of physician service costs. Additional per diem 

payments were calculated for cases that exceed a specific length of stay outlier threshold.   

IV. IDENTIFICATION AND ASSESSMENT OF RISK 

The Hospitals will continue to submit bills to JHHC for all contracted and covered services. JHHC is 

responsible for billing the payer, collecting payments, disbursing payments to the Hospitals at their full 

HSCRC approved rates, and reimbursing the physicians. The System contends that the arrangement 

among JHHC, the Hospitals, and the physicians holds the Hospitals harmless from any shortfalls in 
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payment from the global price contract. JHHC maintains it has been active in similar types of fixed fee 

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

V.   STAFF EVALUATION  

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

believes that the Hospitals can continue to achieve a favorable performance under this revised 

arrangement.  

VI.   STAFF RECOMMENDATION 

The staff recommends that the Commission approve the Hospitals’ application for an alternative 

method of rate determination to add additional liver transplant and Mon-Mycolablative Unrelated Bone Marrow 

Transplant to the currently approved arrangement with an effective date of January 1, 2026. The Hospitals 

will need to file a renewal application for review to be considered for continued participation. 

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

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

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

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

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

annual reporting, confidentiality of data submitted, penalties for noncompliance, project termination and/or 

alteration, on-going monitoring, and other issues specific to the proposed contract.  The MOU will also 

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

 



Final Recommendation: Governor’s Directive
Policy for Cost-Shifting and Medicare Advantage Stabilization
January 13, 2026



• October 20, 2025: Call for public comment and notice of listening sessions

• October 29, 2025 and November 5, 2025: Listening sessions

• November 21, 2025: Draft policy recommendations released for public comment

• December 2, 2025: Public comments due

• December 30. 2025: Final policy recommendation, as approved by the Governor, 
released to the public

Commenters across both rounds included members of agency standing workgroups, 
payers, hospitals, providers, community advocates, unions, insurance brokers and others.

5

Cost-Shifting and MA Stabilization: Public Input Process



Cost-Shifting
• Use HSCRC’s annual update factor 

process to increase commercial hospital 
rates by $87 million each calendar year 
from FY 2028 to FY 2032

• This will increase commercial premiums 
by approximately 1.8 percent by FY 2032.

• Maintain the $435 million in rates after 
2032

• Amounts to half the anticipated Medicare 
FFS savings and the equivalent impact 
on MA and Medicaid

6

Cost-Shifting and MA Stabilization: Policy Recommendation

Medicare Advantage (MA) Stabilization
• Through the HSCRC’s rate-setting authority, reduce 

hospital costs for qualified MA plans

• Qualified Plans will be designated annually in Q1 for the 
following year, starting in 2026:

• At least 50 percent of MA beneficiaries in the relevant H-contract reside 
in Maryland

• At least 5,000 beneficiaries or 20 percent of MA beneficiaries residing in 
Maryland in that H-contract reside in eight jurisdictions*

• Have a star rating of at least 3.5 (2028 plan year data release)

• Qualified Plans will receive an additional 11.55 percent in 
rate relief, starting in CY 2027

• Will be offset by both Medicaid and commercial rates in 
CY 2027; CY 2028 and beyond, just commercial

• Once fully implemented, anticipated to increase 
commercial rates by 0.75 percent

* Allegany, Baltimore City, Caroline, Dorchester, Garrett, Somerset, Washington, Wicomico. 
Plans may request a waiver to come into compliance with the county-level requirement by 2028.



• Cost-Shifting 
• Implementation: Increase commercial hospital rates by $87 million via the annual update factor 

process, starting in FY 2028
• Monitoring: Identify sources and specifications for annual monitoring activities including 

commercial insurance affordability; hospital affordability, access and viability; emerging 
opportunities for value-based reimbursement for physicians and population health investment

• Medicare Advantage
• Implementation: 

• Plan Qualification: By January 23, 2026, finalize plan qualification criteria; by February 20, 
2026, identify final Qualified Plans for 2027

• Rate Relief: Identify avenue to provide 11.55 percent in additional rate relief for Qualified 
Plans for the FY 2027 update factor

• Monitoring: Identify sources and specifications for annual monitoring activities including 
commercial insurance affordability; total cost of MA rate relief and impact on underserved 
individuals; impact on MA plan availability, enrollment and quality; additional requirements to 
improve the efficiency of the MA market or promote population health or quality outcomes

7

Cost-Shifting and MA Stabilization: Next Steps















https://hscrc.maryland.gov/Documents/AHEAD/10.17.25%20AHEAD%20Regulatory%20Working%20Group%20Plan.pdf


https://hscrc.maryland.gov/Pages/hscrc-tcoc.aspx




https://www.cms.gov/priorities/innovation/innovation-models/ahead


https://www.cms.gov/priorities/innovation/data-and-reports/2024/md-tcoc-1st-progress-rpt


https://www.chartis.com/insights/medicare-advantage-market-growth-slows-amid-intensified-headwinds#:~:text=51%25%20of%20the%20country's%20Medicare,67.9%20million%20Medicare%2Deligible%20individuals.
https://www.chartis.com/insights/medicare-advantage-market-growth-slows-amid-intensified-headwinds#:~:text=51%25%20of%20the%20country's%20Medicare,67.9%20million%20Medicare%2Deligible%20individuals.
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https://hscrc.maryland.gov/Pages/ahead-model.aspx


Report from the Executive Director



Update on Medicare FFS Data & Analysis
January 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 September 2025, Claims paid through November 2025 
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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 September 2025

A positive number represents dissavings/excess growth



HSCRC AHEAD Model Policy Timeline
Commission Update
January 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.

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
• Care Innovation: Discuss Call for Public Input (will be 

merged with Preventable Utilization initiatives)

• February Agenda
• N/A

Key

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 W S S D P

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 C W D P S S

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

• Today’s Agenda
• Physician Costs: Topic Discussion
• Preventable Utilization: Discuss Call for Public Input

• February Agenda
• Length of Stay: Draft Recommendation

Key

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 C S S

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

Preventable Utilization - Avoidable Use C W D P S S

Health System Transformation Policy S S S S S S
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Multi-Agency Priorities: Updates and Upcoming Opportunities

*Coordinated by Regulatory Working Group

Workstream Status

Maryland-Specific Metrics for AHEAD Awaiting measure feedback from CMMI

Graduate Medical Education and Workforce* Slated to kick off Spring 2026

Denials Initial meeting of the Adverse Decisions Workgroup held November 
2025; report due December 2026

Medicare Advantage Market Stabilization* Policy recommendation approved by Governor December 2025; 
Commissioner consideration January 2026

Post-Acute Strategy* Slated to kick off Spring 2026

Cost-Shifting* Policy recommendation approved by Governor December 2025; 
Commissioner consideration January 2026

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

Advisory Committee selected; meetings scheduled for January, 
February and April

Choice and Competition* Slated to kick off early 2026

ED Wait Times Commission Strategic planning meeting held January 7, 2026 
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Discussion: Principles for Physician Payment
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Physician Payment: Call for Public Input

Commenters
● Ascension St. Agnes
● CareFirst
● ChristianaCare, Union
● Frederick Health
● Garrett Regional
● Kaiser Permanente
● Johns Hopkins Health 

System
● Luminis Health
● Maryland Hospital 

Association
● MedStar Health
● University of Maryland 

Medical System

During the December Commission meeting, staff put out a request for public comment on 
potential principles for future policymaking, which the following examples for consideration:

1. Funding for physicians should focus on hospital-based physicians necessary for the 
administration of an efficient hospital. 

2. Funding for physicians should facilitate the goals of the Maryland Model, including improving 
quality, improving health outcomes and reducing overall costs.

3. Funding for physicians should be paired with efforts to reduce underlying cost drivers.

4. Funding for physicians should be available fairly to all hospital-based physicians.

5. Funding for physicians should be coordinated with CMS so that Medicare and Medicaid 
participate.

Comments were due in early January. Staff received comments from 11 stakeholders.

Also, initial summary data from new clinical cost reporting has been released and can be 
found here, this was discussed in the October Commission meeting and additional 
background can be found in those materials.

https://hscrc.maryland.gov/Pages/hsp_Data2.aspx


Commenters cited several underlying issues that contribute to rising costs of physicians as a financial 
challenge facing hospitals as physicians are integral to hospital care

● Physician Rates
○ Lower commercial physician rates relative to other states
○ Flat or declining Medicare and Medicaid reimbursement
○ However, one comment noted that, while Maryland physician rates tend to be low, relative to 

other states, Maryland physicians bill more units per capita resulting in similar per capita 
reimbursement to other states. This commenter was not supportive of further subsidies for 
physician costs, absent accountability for outcomes or costs.

● Increased acquisition by private equity
● Challenges in recruiting and retaining physicians

25

Physician Payment: Underlying Issues



There was disagreement whether physician costs should be considered by the HSCRC.  

Among those who supported HSCRC involvement, there was broad support for: 1) policies related to physicians should 
support the goals of the model, i.e., improving quality, improving health outcomes and reducing overall costs; and 2) 
funding for physicians should be paired with efforts to reduce underlying cost drivers.

● There are various views on which physician types to include in a physician policy involving the HSCRC.
○ The three most cited were anesthesiologists, hospitalists and emergency medicine physicians. 
○ Other suggestions included pathologists, general surgeons and infectious disease physicians–or to apply a 

broader definition.
○ Some commenters noted that specialities not traditionally associated with the hospital, such as primary care, 

are important to hospital operations.
○ Whatever the definition, commentators emphasized that opportunities for funding should offered fairly.

● Viewpoints on regulation varied considerably.
○ Many commenters called for accountability around cost and/or outcomes to be included in any action, but other 

commenters called for minimizing new regulatory requirements. 
○ Some commenters recommended embedding changes in a value-based payment framework.
○ Most commenters did not think models should be made dependent on CMS review and/or approval, but many 

acknowledge that the State should attempt to obtain Medicare and Medicaid participation.
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Physician Payment: Ideas and Principles





















http://www.christianacare.org/
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https://mhcc.maryland.gov/mhcc/pages/home/meeting_schedule/documents/presentations/2025/20251211/agd3_concentration_study_Final_rpt.pdf
https://healthcostinstitute.org/all-hcci-reports/comparing-commercial-and-medicare-professional-service-prices/
https://mhcc.maryland.gov/mhcc/pages/plr/plr_healthmd/documents/2021_PSR_MHCC_Report.pdf
https://www.antitrustinstitute.org/wp-content/uploads/2023/07/AAI-UCB-EG_Private-Equity-I-Physician-Practice-Report_FINAL.pdf














https://www.google.com/url?sa=i&url=http://photography.jhu.edu/index.php/hopkins-logos/&psig=AOvVaw3Vtus3W5EG_NbzF5R-SfVo&ust=1582322058042000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIjO2JaP4ecCFQAAAAAdAAAAABAD


Healthcare Outcome Payment Effort
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• AHEAD is designed to reward prevention of illness and accompanying 
unnecessary hospital utilization. 

• Taking advantage of this fundamental incentive is critical for success in 
meeting the goals of improving health outcomes and reducing costs.

• Feedback from stakeholders on the strengths and weaknesses of PAU, 
CTIs, and other HSCRC initiatives has led to the development of a next 
generation framework.

28

Foundational Context  



• HSCRC is in the early stages of designing and developing this 
proposal.

• This draft is intended as a starting point and will be advanced 
through the TCOC workgroup process.

• We are actively seeking feedback to refine and strengthen the 
proposal.

• Stakeholder engagement is critical to the success of this effort 
and will shape how we support hospitals and health systems 
in improving population health under AHEAD.
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Planning Stages  



• Align with AHEAD’s goal to drive state and regional health care 
transformation to improve the total health of a state’s population while 
lowering costs

• Offer clarity for hospitals and others about return on investments to 
prevent illness and accompanying utilization

• Build on progress to date in CTIs and PAU policy

• Key role for HSCRC to be an outcome buyer of successful projects, with 
up front funds to be provided by philanthropy, hospital funds, other state 
funds, HSCRC care innovation awards, among other sources.

30

Key Principles



• Replaces the CTI program while providing a framework for maintaining the 
underlying efforts. 

• Creates a new Potentially Avoidable Utilization (PAU) program, by combining 
the current HSCRC PAU program with a voluntary, upside only, incentive-
based program.

• Hospitals define populations, implement interventions that are qualified for the 
program in advance, and demonstrate reduced ER and hospital expenditures.

• Hospitals can then receive a portion of the outcome payments for a fixed future 
period to continue the work.

31

Revised CTI and PAU Program  



• Rewards statewide and regional innovations that reduce illness and 
accompany hospital utilization.

• Each project addresses a specific population, with specific targets for 
reduced hospital utilization.

• Each project, if successful, would be able to claim a portion of the reduced 
costs as outcome payments for fixed future period to continue the work.

• Each project would be would be reviewed, qualified in advance, and 
endorsed by a vote of the HSCRC.

• Some of these projects may relate to AHEAD opportunities to move savings 
forward.
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Regional and Statewide Initiatives 



• January
• Workgroup meeting on January 28, 2026 from 8-10am

• Link to register here
• February

• Comments due by 2/13
• Additional TCOC workgroup meeting on 2/18 to discuss comments
• Review comments and present revised policy at 2/25 TCOC workgroup meeting

• March
• Draft commission recommendation 
• Review comments received from commission meeting with TCOC workgroup 

• April
• Final commission vote and program buildout

• July
• Outcome payment program start July 1, 2026
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Next Steps

https://us06web.zoom.us/meeting/register/tZUucemsqj0rHNWxVKVbus52Pgp7jrXRqn5G


Request to Access HSCRC Confidential Patient Level 
Data from The University of Maryland School of Medicine 

Final Staff Recommendation

34
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STAFF RECOMMENDATION

• HSCRC staff recommends that the request by the University of
Maryland School of Medicine for the Data for Calendar Years 2018
through 2025 be approved.

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









Surge Funding Policy - Stakeholder Comments & Final 
Recommendation

January 2026
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Summary of Public Comments

Topics LifeBridge 
Health

Luminis 
Health

Adventist 
HealthCare

MHA UMMS HME 
Consumer 

Alliance

JHHS CareFirst MedStar

Use of Full-Year Data for 
Funding Calculations

Methodology for 
Calculating Surge 
Funding

Length of Stay 
Incentives

Timing and Process for 
Funding Adjustments 

Alignment with Broader 
Policy Initiatives

• Staff received comment letters from nine stakeholders regarding the Draft Recommendation on Surge Funding

• The comments from stakeholders can be broadly categorized into five areas of concern.



Use of Full-Year Data for Funding Calculations Comments

Comments were received from: LifeBridge 
Health

Luminis 
Health

Adventist 
HealthCare MHA UMMS HME MedStar JHHS

See appendix for comment details. 

Overall Summary: Stakeholders broadly support using a full 12 months of data to calculate surge funding, emphasizing that funding should reflect actual, demonstrated need and 
not be constrained by arbitrary caps. Health Means Everything (HME) Consumer Alliance expresses concern about increased consumer costs if funding is expanded

Staff Response: Staff agree with utilizing a full 12 months of data in alignment with all other HSCRC volume methodologies, which assess volume changes across 
an entire year. Global Budget Revenue (GBR) volumes are budgeted prospectively and are intended to account for 12 months of actual experience, including 
seasonal fluctuations in demand. Therefore, assessments regarding volume surges should also be conducted on a 12-month basis to avoid arbitrary budget caps 
and to account for all available resources provided through a global budget.

Adjusting GBRs based on the inadequacy of prospective budgeted volumes—considering the totality of the global budget rather than a subset or season—is 
consistent with the foundational language of the GBR contracts.

The impact of providing additional surge funding to consumers is minimal. As demonstrated by various staff analyses, this funding is necessary to support 
additional volumes not initially accounted for in hospital budgeted GBRs, particularly given the rise in respiratory-related conditions.



Pro Forma Impact of Surge Funding on Commercial Premiums
Similarly, the potential additional Surge Funding would be expected to increase commercial insurance 
premiums by 0.0% to 0.1% if all of the costs were passed on to consumers.

$100M Funding 
Option

$125M Funding 
Option

$165M Funding 
Option

Total Surge Funding $ 100,373,126 124,832,046 164,631,651 A
Surge Funding included in Rates 100,373,126 100,373,126 100,373,126 B
Incremental Surge Funding - 24,458,920 64,258,525 C = A - B

FY 2025 Actual Total Hospital Charges $ 23,018,649,505 23,018,649,505 23,018,649,505 D

Incremental Surge Funding as a % of Charges 0.0% 0.1% 0.3% E = C / D

Hospital Spend as a % of Total Healthcare Spend $ 37% 37% 37% F 

Expected Impact of Surge Funding on Commercial 
Premiums 0.0% 0.0% 0.1% G = E * F

Sources: 
HSCRC Experience Data
Hospital Spend as a % of Total per Maryland Insurance Administration (MIA)



Methodology for Calculating Surge Funding (ECMADs vs. Patient 
Days) Comments

See appendix for comment details.
1 Luminis supports the 100% patient day methodology or a 50/50 blended methodology, but at a minimum requests maintaining the 33%
ECMADs / 66% patient day split. 

Overall Summary: Stakeholders generally support shifting toward a higher weight for ECMADs in the methodology, while maintaining some degree of blending with patient days. The most 
common proposal is a 33% ECMADs/66% patient days weighting for future years, with some advocating for a predominantly ECMAD-based approach to avoid unintended incentives related 
to length of stay or a 100% patient day approach given the nature of the surge cases. Some stakeholders also recommend having a transition period if there is a shift in methodology.

Comments were received from: LifeBridge 
Health

Luminis 
Health

Adventist 
HealthCare MHA UMMS JHHS MedStar

Staff Response:  The current weighting methodology—66% patient days and 33% ECMADs—was established as a placeholder during last year’s respiratory surges. At that 
time, the Commission expressed a desire to deemphasize patient days to avoid relying on antiquated volume statistics for global budget adjustments. Consequently, staff 
were directed during the July 2025 public meeting to analyze more appropriate weighting options.

Staff conducted various analyses to estimate the degree to which surge situations account for LOS increases and based on those findings, staff recommend a revised 
methodology of 66% ECMADs and 33% patient days. This approach more fully utilizes ECMADs to avoid unintended consequences, such as inpatient length-of-stay 
exacerbation, while acknowledging that ECMADs may not capture all patient days associated with peak flu season case profiles.

Given that RY 2026 revenue adjustments have already been issued under the original weighting, Staff and stakeholders agree that the current methodology should remain in 
place for the remainder of RY 2026. 

Moving forward, staff recommend adopting the new weighting for RY 2027 surge funding and beyond, with full funding to occur in the next fiscal year.

66% ECMAD
33% Patient Days

33% ECMAD
66% Patient Days

50% ECMAD
50% Patient Days

0% ECMAD
100% Patient Days

 Staff Recommendation for RY 2027
 LifeBridge
 Adventist

 JHHS
 Luminis1

 MedStar
 MHA
 UMMS

 Luminis1  Luminis1



Length of Stay Incentives Comments

See appendix for comment details. 

Overall Summary: Several stakeholders cautioned against implementing a separate IP LOS incentive policy, stating that such a policy could penalize hospitals for factors beyond 
their control. They recommend monitoring the length of stay rather than introducing independent incentives and favor approaches that minimize unintended consequences. If an IP 
LOS policy were to be implemented, stakeholders believe it should be done as a separate recommendation and allow for extensive workgroup and stakeholder engagement. Other 
stakeholders were supportive of the development of a LOS policy.

Comments were received from: MHA UMMS JHHS CareFirst

Staff Response: While the IP LOS Incentive Policy and the Surge Funding Policy are being developed independently, staff believe it is important to highlight the 
significant interaction between the two.

There is a concern that providing surge funding may inadvertently disincentivize hospitals from managing length of stay (LOS) efficiently, which could negatively 
impact quality outcomes such as ED wait times and patient satisfaction. Currently, approximately 50% of surge funding for RY 2025 is allocated to hospitals with IP 
LOS levels exceeding national norms.

Staff acknowledge that hospitals cannot control every factor impacting LOS and that longer stays are sometimes necessary for optimal health outcomes. However, the 
overall growth in IP LOS is a concern that warrants further investigation. Notably, while admission volumes have declined over the course of the Model, patient days 
have remained relatively constant despite stable acuity levels (see next slide).

Key areas identified for improvement include; post-acute care discharges, behavioral health placements, the impact of prior authorization, and general throughput 
efficiency 

Given the concern over the Surge Funding Policy’s potential to increase IP LOS, staff are considering two additional recommendations for workgroup discussion

• If an IP LOS incentive is not established by June 30th, the surge policy be suspended until an IP LOS incentive is approved; alternatively,
• If an IP LOS incentive is not established by June 30th, the Surge policy will be amended to only account for case growth (100% ECMAD evaluation)



Adjusted CMI Trend
While actual statewide Case Mix Index has increased slightly, Staff’s analysis suggests that the shift of low-
acuity cases out of the IP setting is a larger driver of the increase than a more complex and older population.

+0.01

-0.09

▪ The dotted blue line represents 
actual statewide Case Mix Index, 
based on APR DRGs, calculated 
using the HSCRC data tapes.

▪ From FY2013 to FY2024, actual 
CMI increased by 0.01.

▪ The orange line represents the 
CMI if all DRGs with a CMI < 1.0 
and a decline in admissions from 
FY2013 are held constant at 
FY2013 levels.

▪ This -0.09 indicates the change in 
CMI if the shifts of low acuity 
cases to other settings had not 
occurred.



Timing and Process for Funding Adjustments Comments

See appendix for comment details. 

Overall Summary: Stakeholders generally support timely and transparent adjustment processes. There is broad support for using prospective estimates with reconciliation based 
on full-year data to ensure funding reflects actual experience and supports hospital needs. Many advocate for implementing incremental funding in January rate orders and 
providing surge funding in the same year rather than delaying to future rate years. CareFirst notes general concerns about the policy development process and recommendations 
for a more thoughtful and inclusive approach.

Comments were received from: Adventist 
HealthCare UMMS MedStar CareFirst

Staff Response: Staff understand the necessity of making resources available to hospitals so that they can continue to provide high quality care to patients. The intent 
of the surge policy is to provide hospitals with funding for additional costs incurred due to volume surges in the prior year. Delaying funding until July will be 
inconsistent with the intent of the policy. Staff already have the full 12-month amount necessary to fund surge, reconciling this amount in January is in keeping with 
the intent of the surge policy and follows the same timing and funding approach of the Quality Based Reimbursement (QBR) Policy and CDS-A.  

Staff also recommend issuing an additional $64M in lieu of $24M, as the former maintains the same weighting approach that was used in the RY 2026 Update Factor 
(or July rate orders). 

RY 2026 Incremental Surge 
Funding

Timing & Process for 
Funding Comments

$24M or $64M  
January RY 2026

Provides all funding for volume surges in the prior year within the next year as intended by the 
Surge Funding Policy and follows the same timing and funding approach of the Quality Based 

Reimbursement (QBR) Policy and CDS-A

July RY 2027

Would not be considered off-cycle adjustments as funding is handled in concert with the update 
factor thereby, ensuring total affordability for consumers and purchasers of healthcare services

Con: Inconsistent with the Commission’s typical practice of not delaying an adjustment when the 
relevant data is readily available

Staff Recommendation

$64M January RY 2026 Aligns with current weighting and historical rate setting practice of adjusting rates as 
soon as data is available.



• Funding provided in rate year 2026 should be based on the full fiscal year evaluation as this comports with the initial intention of the surge policy to assess the extent to which GBR 
budgeted volumes across the entire year may offset infectious disease surges. 

• Staff will consider timing and measurement period against any full rate review funding awarded (or other relevant funding mechanisms) and discount as needed

• Moving forward, staff recommend a 9-month estimate of surge funding be built into July rate orders and then reconciled in January rate orders based on the full fiscal year evaluation. 

• Staff will consider timing and measurement period against any full rate review funding awarded (or other relevant funding mechanisms) and discount as needed

• Staff defer to the Commissioners to consider amending the cap on surge funding in RY 2026, as the Update Factor recommendation was clear that the value regardless of the full 
year assessment is set at $100.4M. Options are as follows:

• Full Rate Year Allotment- $164.6 based on 12 months of RY 2025 volume data with 66 percent patient day, 33 percent ECMAD evaluation to be implemented in January 
2026 rate orders (Staff Recommendation)

• Full Rate Year Allotment and Advancement to New Weighting Approach- $124.8 based on 12 months of RY 2025 volume data with 33 percent patient day, 66 percent 
ECMAD evaluation to be implemented in January 2026 rate orders

• Moving forward, staff recommend a 9-month estimate of surge funding be built into July rate orders and then reconciled in January rate orders based on the full fiscal year evaluation. 

• Staff will consider timing and measurement period against any full rate review funding awarded (or other relevant funding mechanisms) and discount as needed

• In RY 2027 and thereafter, any surge funding provided should be based on 66 percent ECMAD evaluation and 33 percent patient day evaluation, as there are analyses to support 
the need for some consideration of patient days, but to a lesser extent than ECMADs.

• Given the concern over the Surge Funding Policy’s potential to increase IP LOS, staff recommend the adoption of an independent IP LOS incentive to be developed in concert with 
the Performance Measurement Workgroup. Staff propose that:

• If an IP LOS incentive is not established by June 30, 2026, the surge policy be suspended until an IP LOS incentive is approved; alternatively,

• If an IP LOS incentive is not established by June 30, 2026, the Surge policy be amended to only account for case growth (100% ECMAD evaluation)

• Hospitals accepting Surge funding should maintain or increase their staffing capacity to meet the needs of patients in Maryland.

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

Final Recommendations & Policy Considerations



Appendix - Detailed Stakeholder Comments



Alignment with Broader Policy Initiatives Comments

See appendix for comment details. 

Overall Summary: Stakeholders stress the importance of aligning surge funding policies with broader initiatives and caution against adding complexity during transitions. 

Comments were received from: Adventist 
HealthCare MHA JHHS

Staff Response: Staff agree that the Surge Funding policy should align with broader initiatives and not add complexities as we transition to the AHEAD model

Moving forward Staff will work with stakeholders to promote app, roaches under the Medicare and Non-Medicare HGBs that are analogous. Medicare’s risk adjustment 
policies address some of this risk, but this may require additional consideration by CMS, a matter we plan to raise with them.



Proposed Surge Funding Allotments
Reason for Allotment Update Factor Cap Update Factor Cap Full RY 2025 Allotment Full RY 2025 Allotment

Weighting
1/3 ECMADs

& 2/3 Patient Days
1/3 ECMADs

& 2/3 Patient Days
1/3 ECMADs

& 2/3 Patient Days
2/3 ECMADs

& 1/3 Patient Days

Data Period 9-Months 12-Months 12-Months 12-Months

Hospital Name Currently in Rates Staff Report Out Staff Recommendation
For Commissioner 

Consideration

Johns Hopkins $14,026,512 $20,028,816 $32,851,194 $22,570,701

Anne Arundel $10,757,326 $9,461,990 $15,519,523 $11,685,614

Sinai $7,775,162 $5,966,732 $9,786,613 $11,032,604

Peninsula $7,345,706 $7,708,399 $12,643,290 $9,343,320

Carroll $6,984,378 $6,109,941 $10,021,504 $7,651,843

Northwest $6,639,657 $5,977,732 $9,804,655 $6,818,479

Frederick $4,222,455 $4,636,930 $7,605,476 $6,493,282

Howard County $4,532,684 $4,579,463 $7,511,219 $6,256,406

St. Agnes $6,370,364 $5,053,142 $8,288,146 $6,012,547

Meritus $3,689,794 $4,038,899 $6,624,587 $5,510,801

MedStar Fr Square $3,218,330 $4,323,254 $7,090,986 $5,074,017

ChristianaCare, Union $3,125,891 $3,009,902 $4,936,831 $3,923,947

HC-Germantown $3,772,741 $2,017,206 $3,308,614 $3,454,816

MedStar Montgomery $2,593,083 $2,194,885 $3,600,043 $2,969,056

UMMC Midtown $472,761 $2,220,150 $3,641,482 $2,846,283

Mercy $2,585,403 $2,214,963 $3,632,975 $2,579,710

MedStar Southern MD $1,477,679 $1,792,849 $2,940,625 $2,468,371

UM-BWMC $3,045,663 $2,956,685 $4,849,545 $2,424,773

MedStar St. Mary's $1,844,500 $1,810,546 $2,969,652 $2,138,372

MedStar Union Mem $1,592,907 $1,665,239 $2,731,320 $1,365,660

UMMC & Shock Trauma $0 $1,464,988 $2,402,869 $1,201,434

Suburban $2,245,992 $645,416 $1,058,610 $529,305

UM-Chestertown $384,810 $294,731 $483,416 $241,708

MedStar Harbor $641,407 $169,880 $278,637 $139,318

Garrett $0 $30,386 $49,839 $99,678

UM-Charles Regional $427,480 $0 $0 $0

UM-Easton $600,441 $0 $0 $0

Statewide $100,373,126 $100,373,126 $164,631,651 $124,832,046

Staff report out for RY 2026:

• Prior Commissioner vote caps total RY 2026 surge 
funding at $100.4M based on 9-month evaluation

• Staff recommend using 12-month evaluation

• Funding is normalized so it is equivalent to the 9-
month cap (see third column in table)

Other options for Commissioner consideration:

• New cap based on surge policy modelling using 
12-months of RY 25 data and prior weighting 
approach  (Staff recommendation)

• 2/3 patient days, 1/3 ECMADs

• Identifies $164.6M growth in respiratory surge 
cases

• New cap based on surge policy modelling using 
12-months of RY 25 data and newly proposed 
weighting approach

• 2/3 ECMADs, 1/3 patient days

• Identifies $124.8M growth in respiratory surge 
cases



Pro Forma Impact of Surge Funding on Per Diem Charges
The potential incremental surge funding being discussed does not have a material impact on costs. Staff 
estimate that providing $24M in incremental Surge Funding would increase average charges per patient day 
by $8 or 0.1%. Providing $64M in incremental Surge Funding would result in a $21 or 0.3% increase

$100M Funding 
Option 1

$125M Funding 
Option 2

$165M Funding 
Option 3

Total Surge Funding $ 100,373,126 124,832,046 164,631,651 A
Surge Funding included in Rates 100,373,126 100,373,126 100,373,126 B
Incremental Surge Funding - 24,458,920 64,258,525 C = A - B

FY 2025 Actual Total Hospital Charges $ 23,018,649,505 23,018,649,505 23,018,649,505 D
FY 2025 Actual Patient Days 3,104,699 3,104,699 3,104,699 E

FY 2025 Actual Charges per Patient Day $ 7,414 7,414 7,414 F = D / E

FY 2025 Charges + Incremental Surge $ 23,018,649,505 23,043,108,425 23,082,908,030 G = D + C
FY 2025 Actual Patient Days 3,104,699 3,104,699 3,104,699 E

FY 2025 Charges + Surge per Patient Day $ 7,414 7,422 7,435 H = G / E
% Variance from Baseline 0.1% 0.3%

Source: HSCRC Experience Data

1 $100M 9-month amount currently in rates using 33% ECMADs and 66% patient days
2 $125M RY25 12-month evaluation using 66% ECMADs and 33% patient days 
3 $165M RY25 12-month evaluation using 33% ECMADs and 66% patient days 
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Overall Summary: Stakeholders broadly support using a full 12 months of data to calculate surge funding, emphasizing that funding should reflect actual, demonstrated need and not 
be constrained by arbitrary caps. Equity considerations, such as payer mix and support for hospitals serving vulnerable populations, are highlighted as essential. HME expresses 
concern about increased consumer costs if funding is expanded.

.

Use of Full-Year Data for Funding Calculations Comments

Organization Summary of Comments

LifeBridge Health LifeBridge endorses revising surge funding to reflect 12 months of volume experience, noting the full-year analysis shows greater respiratory case growth 
than the initial 9 months

Luminis Health Luminis supports recognizing surge volume growth for the entire 12-month period, calling the 9-month cap arbitrary

Adventist HealthCare Adventist recommends funding based on a full 12 months of actual experience, with reconciliation in January rate orders. They also urge that funding 
reflect full actuarial estimates and equity considerations for hospitals serving vulnerable populations

MHA MHA urges updating funding to reflect the full year of RY2025 data, not just the first nine months/ They also stress funding should match resource needs 
and not be arbitrarily capped

HME HME opposes increasing surge funding if global budgets already sufficiently fund higher volumes, warning about rising consumer costs and advocating for 
robust analysis before retrospective increases. HME also requests that the HSCRC clarify how funding adjustments will impact consumer costs

UMMS UMMS strongly urges amending the funding cap to reflect a full 12 months of respiratory surge volume, stating that partial-year caps intentionally 
underfund necessary care and create inconsistency. UMMS also advocates for providing the full $164.6 million based on a 12-month evaluation period

MedStar MedStar strongly supports using 12 months of data for FY2025, urges HSCRC not to deviate from this precedent, and recommends implementing the full 
$164M in funding

JHHS Supports the full rate year allotment ($164.6M) based on 12 months of data, and urges amending/removing the cap for RY2026 to avoid underfunding care



50

Overall Summary: Stakeholders generally support shifting toward an ECMAD-based methodology, with some recommending a blend with patient days. The most common proposal is 
a 66% ECMADs/33% patient days weighting for future years, with some advocating for a 50/50 blend or a predominantly ECMAD-based approach to avoid unintended incentives 
related to length of stay. Some stakeholders also recommend having a transition period if there is a shift in methodology.

Methodology for Calculating Surge Funding (ECMADs vs. Patient 
Days) Comments

Organization Summary of Comments

LifeBridge Health Life Bridge supports a shift to a predominantly ECMAD-based approach, aligning with other HSCRC methodologies and avoiding incentives related to 
length of stay

Luminis Health Luminis suggests a 50/50 blend of patient days and ECMADs for future periods rather than 66% patient days/33% ECMADs based on the HSCRC mixed 
results of which calculation is more predictive of added resources

Adventist HealthCare Adventist supports 66% ECMADs/33% patient days weighting starting in Rate Year 2027, stating that it promotes consistency and supports statewide 
efforts to improve length-of-stay performance

MHA MHA urges to keep using the existing methodology of assigning 2/3 weight to patient days and 1/3 to ECMADs and suggests the change methodology 
should be considered only in RY2027 and rate years there after

UMMS UMMS believes the Staff analysis does not justify change to the 66% patient days and 33% ECMAD funding logic and is merited at this time

JHHS JHHS suggests on having a transition period if there is shift of weighting in methodology approach from 66% patient days and 33% ECMAD evaluation 

MedStar MedStar endorses using the existing approved methodology for FY2026, with changes considered only for FY2027 and beyond
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Overall Summary: Stakeholders caution against policies that incentivize longer hospital stays or penalize hospitals for factors beyond their control. They recommend monitoring the 
length of stay rather than introducing independent incentives and favor approaches that minimize unintended consequences. Some recommend having an independent ALOS incentive 
and call for public input, strong safeguards, and incentives to improve throughput, coordination, and ED wait times.

Length of Stay Incentives Comments

Organization Summary of Comments

MHA MHA opposes independent incentives for length of stay because inpatient length of stay is driven by clinical needs and some factors outside hospitals’ 
control, such as caring for complex and aging patients, payer delays, workforce shortages, etc. MHA also has concerns related to the inpatient length of 
stay incentive proposal, stating that the data being utilized does not capture shifts in patient acuity 

UMMS UMMS recommends that the adoption of an independent Average Length of Stay (ALOS) incentive be evaluated separately, not as part of the surge 
funding policy

JHHS JHHS suggests to thoughtfully weight the LOS impacts before inclusion and check the policy for possible penalization of hospitalization for providing care 
to respiratory patients that may have longer LOS

CareFirst CareFirst supports an independent inpatient length-of-stay (LOS) policy, urges robust public input and comment periods, and expects that with proper 
incentives and quality safeguards it will improve throughput, system coordination, and ED wait times
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Overall Summary: Stakeholders generally support timely and transparent adjustment processes. There is broad support for using prospective estimates with reconciliation based on 
full-year data to ensure funding reflects actual experience and supports hospital needs. Many advocate for implementing incremental funding in January rate orders and providing surge 
funding in the same year rather than delaying to future rate years. CareFirst notes general concerns about the policy development process and recommendations for a more thoughtful 
and inclusive approach.

Timing and Process for Funding Adjustments Comments

Organization Summary of Comments

Adventist HealthCare Adventist recommends a prospective estimate in July, with reconciliation in January based on full-year data to ensure funding reflects actual experience 
and supports hospital needs

UMMS UMMS urges providing surge funding in RY2026 by implementing the incremental $64.2 million in hospitals’ January 2026 rate orders, aligning funding 
with the full-year evaluation period

MedStar MedStar suggests to provide hospital with the surge funding in FY26 and not delayed until future rate years

CareFirst CareFirst critiques the development of this policy, stating that the recommendation was rushed and fundamentally flawed
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Overall Summary: Stakeholders stress the importance of aligning surge funding policies with broader initiatives, such as the AHEAD model and national CMS programs, and caution 
against adding complexity during transitions. JHHS suggests the policy may be unnecessary and recommends having a comprehensive review of whether other volume policies in place 
are working as expected.

Alignment with Broader Policy Initiatives Comments

Organization Summary of Comments

MHA MHA emphasizes alignment with AHEAD and national programs

Adventist HealthCare Adventist values collaborative engagement and alignment with broader policy initiatives

JHHS JHHS believes this policy may be unnecessary if age-adjusted demographic and market-shift policies work, and urges a comprehensive review of volume 
policies before the CMMI AHEAD transition
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RY 2028 Quality Based Reimbursement Final Policy
January 15, 2026

HSCRC Quality Team



● Update Domain Weighting as follows for determining hospitals’ overall performance scores:

○ Person and Community Engagement (PCE) - 38 percent,

○ Safety (NHSN measures) - 31 percent

○ Clinical Care - 31 percent.

● Continue to hold 2 percent of inpatient revenue at-risk (rewards and penalties) and set the pre-set revenue adjustment
scale of 0 to 80 percent with cut-point at 32 percent.

○ Retrospectively evaluate the preset cut-point using more recent data to calculate national average score for RY
2027 and RY 2028.

○ Based on concurrent analysis of national hospital performance, adjust the RY26 QBR cut-point to 32% to reflect
the impact of using pre-COVID performance standards and to ensure that Maryland hospitals are penalized or
rewarded relative to national performance.

● Continue collaboration with CRISP and other partners on infrastructure to collect hospital Electronic Clinical Quality
Measures (eCQM) and Core Clinical Data Elements (CCDE) for hybrid measures; add a bonus incentive of $150,000
in hospital rates for hospitals that fully meet the State-specified expedited reporting timeline, provided that all required
measures are reported.

77

RY 2028 Final Recommendations for Commissioner Vote
Same recommendations as draft; stakeholder feedback incorporated and additional options provided 
for Commissioner Consideration 
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Summary of Stakeholder Comment Letters for QBR MHA UMMS Med-
Star

Advent-
ist JHHS

Maximize multi-payer alignment, reduce administrative complexity, ensure manageable 
timelines, maintain quality incentives

X X X X X

● Reweight domains to more closely align with HVBP (i.e., 1/3rd) X X X X X
● Transition time is too lengthy X

PCE Domain: HCAHPS top box and Consistency only, monitor Medicaid TFU X X X X X
● Understand inclusion of ED Wait Times in payment due to importance X

Safety Domain: Maintain NHSN, Shifting/removing PSI 90 X X X X X
● Continue to exclude Sepsis bundle (clinical concerns re. antibiotic overuse) X
● Add Sepsis bundle for CMS alignment X X X X

Clinical Care Domain: Maintain IP and 30 day mortality measures X X X X
● Continue to exclude THA/TKA X
● Replace inpatient with more stable 30-day measure in future years X

Separate Monitoring Program for state-specific measures X X X X X
Digital Measures: Support RY 2028 incentive, default to CMS requirements starting RY 
2029

X

Adopt 32% Cut-Point for RY 2026.  Modify Reward/Penalty Cut-Point for RY2027 and 
use as prospective cutpoint 

X X X X X

Maintain or Consider less revenue at risk and align with other states X 
(maintai

n)

X 
(less)

Remove Medicare patients from non-Medicare quality programs X

Stakeholder Comments
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Medicaid feedback also provided in a letter:
● Strongly urges continuation of hospital quality programs relevant to Medicaid 

by HSCRC
● Highlights measures such as Pediatric Quality Indicators in PAU and Medicaid 

Timely Follow up in QBR are particularly relevant for Medicaid
● Notes that an annual report submitted by the state must demonstrate that 

value-based programs for Medicaid and commercial payers meet or exceed 
previous results

● Medicaid director notes that if quality performance assessments for Medicaid 
are diminished in any capacity under AHEAD, Medicaid will develop and 
implement Medicaid-specific hospital quality and payment programs

Medicaid Feedback on Overall Quality Under AHEAD



Stakeholder Questions and Feedback:

• Commission Discussion:  Can quality programs be suspended during transition?  

• MHA and Hospitals: RY 2028 Quality policies should maximize multi-payer alignment in order to reduce 
administrative complexity, ensure manageable timelines, while maintaining quality incentives.  Establish 
Monitoring program for Maryland-Specific Measures.

• Hopkins: 3-Year Transition is too lengthy (i.e., transition in CY 2027, not CY 2028).

Staff Response:

• AHEAD model agreement requires continuation of all-payer quality programs during the PYs 1 and 2, with 
specific language that starting in CY 2028 the revenue adjustments will be under applicable quality program 
and revenue adjustments based on Medicare programs can begin in either CY 2029 or CY 2030.

• Policy recommends several areas of alignment but maintains slightly higher weight on the PCE domain so 
that ED LOS and Medicaid TFU can be maintained in payment.

• Staff will work with stakeholders to further align the MHAC and RRIP policies and determine whether 
transition to Medicare policies in CY 2027 is feasible and fair.

80

General Concerns of AHEAD Transition
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Align QBR Domain Weighting and Measures with HVBP
Stakeholder Feedback:
• MHA and Most Hospitals: 

• Align domain weights with HVBP modeling for MD hospitals (1/3rd weight for each domain).
• Remove all MD specific measures and monitor through non-payment program.

• UMMS: Continue exclusion for Sepsis Bundle and THA-TKA.
• Medstar: Exclude Medicaid TFU, understand rationale for ED LOS.

Staff Response:
• Staff have made following changes to align with HVBP:

• Reduce PCE domain weight from 60 to 38 percent; increase weight on safety and clinical care.
• Remove HCAHPS linear measures, Medicare TFU and disparity gap metric, all-payer Patient Safety 

Index (PSI)
• Add in Sepsis bundle and THA-TKA measures

• Support continued inclusion of the ED LOS and Medicaid TFU to balance the state’s priorities to improve in 
areas of poor performance and to support improvements in population health management.  



1. Staff draft recommendation:  Align domain 
weights and measures more fully with HVBP but 
maintain slightly higher weight on the PCE domain 
to accommodate ED LOS and Medicaid TFU; 
reduce the Clinical Care and Safety domains 
proportionally to account for additional measures. 

2. MHA-Hospital recommendation: Align the 
domain weights and measures fully with the HVBP 
program but maintain the all-payer inpatient and 
30-day mortality measures.  All Maryland specific 
measures (e.g., ED LOS, TFU) should be 
monitored and publicly reported. 

3. Staff recommendation without Sepsis and THA-
TKA:  Align domain weights and measures more 
fully with HVBP but maintain ED LOS and Medicaid 
TFU in the PCE domain; monitor Sepsis bundle 
and THA-TKA complication measures due to 
clinical and measurement concerns.

82

Options for Commissioner Consideration



● Update Domain Weighting as follows for determining hospitals’ overall performance scores:

○ Person and Community Engagement (PCE) - 38 percent

○ Safety (NHSN measures) - 31 percent

○ Clinical Care - 31 percent.

● Continue to hold 2 percent of inpatient revenue at-risk (rewards and penalties) and set the pre-set revenue
adjustment scale of 0 to 80 percent with cut-point at 32 percent.

○ Retrospectively evaluate the preset cut-point using more recent data to calculate national average
score for RY 2027 and RY 2028.

○ Based on concurrent analysis of national hospital performance, adjust the RY26 QBR cut-point to 32%
to reflect the impact of using pre-COVID performance standards and to ensure that Maryland hospitals
are penalized or rewarded relative to national performance.

● Continue collaboration with CRISP and other partners on infrastructure to collect hospital Electronic Clinical
Quality Measures (eCQM) and Core Clinical Data Elements (CCDE) for hybrid measures; add a bonus
incentive of $150,000 in hospital rates for hospitals that fully meet the State-specified expedited reporting
timeline, provided that all required measures are reported.
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RY 2028 Final Recommendations for Commissioner Vote

























































































































































 

 
 
 
 
 
 

 Dec 1, 2025
 
Jon Kromm, PhD  
Executive Director  
Health Services Cost Review Commission  
4160 Patterson Avenue  
Baltimore, Maryland 21215  
 
RE: Continuation of Medicaid in Hospital Quality Programs 
 
Dear. Dr. Kromm, 
 
On behalf of the Maryland Medicaid Program and the Maryland Department of Health, I am writing to 
strongly encourage the continuation of Medicaid in hospital quality programs led and implemented by the 
Health Services Cost Review Commission (HSCRC) through the duration of the Achieving Healthcare 
Efficiency through Accountable Design (AHEAD) Model. Medicaid has historically deferred to the 
HSCRC to implement hospital quality metrics and payment policies, in lieu of designing and operating its 
own. 
 
The HSCRC has led all-payer hospital quality programs–including, but not limited to, Readmissions 
Reduction Incentive Program, Quality-Based Reimbursement and Maryland Hospital-Acquired 
Conditions program–for over 10 years under the All-Payer and Total Cost of Care (TCOC) Models. The 
TCOC Model has particularly strengthened the all-payer nature of hospital quality programs by 
emphasizing measures that have a unique impact on the Medicaid population, e.g., Pediatric Quality 
Indicators (PDIs) and Timely Follow Up for Medicaid beneficiaries. 
 
Under the AHEAD Model, the State will transition Medicare hospital global budgets from the 
state-designed hospital quality programs to national Medicare hospital quality programs. Per the AHEAD 
State Agreement, as amended and with Centers for Medicare & Medicaid Services (CMS) approval, 
Maryland may continue to operate the state-designed hospital quality programs for Medicaid and 
commercial payers. An annual report submitted by the State must demonstrate that hospital quality and 
value-based programs for Medicaid and commercial payers meet or surpass previous results with regard 
to health outcomes and cost savings. 
 
As the Deputy Secretary for Health Care Financing and Medicaid Director, I am committed to ensuring 
the existence of meaningful Medicaid quality programs for Maryland acute care hospitals. If quality 
performance assessments for Medicaid participants are diminished in any capacity because of the 

 



​  

transition to the AHEAD Model, Maryland’s Health Care Financing Administration will develop and 
implement Medicaid-specific hospital quality and payment programs. 
 
Please do not hesitate to reach out with any questions at perrie.briskin@maryland.gov or 443-970-0547. 
 
Sincerely, 
 
 
 
Perrie Briskin 
Deputy Secretary for Health Care Financing and Medicaid Director 
 
 
CC:​ Meena Seshamani, MD, PhD 

HSCRC Commissioners 
Allan Pack 
Alyson Schuster  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
​  
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December 2, 2025 

 

Alyson Schuster, Ph.D. 

Deputy Director, Quality Methodologies 

Health Services Cost Review Commission 

4160 Patterson Avenue 

Baltimore, Maryland 21215 

 

Dear Dr. Schuster: 

On behalf of the Johns Hopkins Health System (JHHS) and its four Maryland hospitals, thank you for the 

opportunity to provide input on the draft recommendation for the Quality-Based Reimbursement (QBR) 

Program for Rate Year (RY) 2028. JHHS appreciates staff’s thorough discussions of the QBR 

considerations in the Performance Measurement Workgroup and the opportunity to provide feedback 

on critical components of the model as the State prepares for significant transition into the AHEAD 

model.  

As noted in JHHS’s previous comments, implementation of the AHEAD model in Maryland will require 

significant and substantial efforts from many stakeholders over the coming years. Given this complexity, 

JHHS would underscore the key guiding principles endorsed by the hospital field as highlighted by the 

Maryland Hospital Association (MHA), including 1) maximizing multi-payer alignment; 2) reducing 

administrative complexity; 3) ensuring manageable timelines; and 4) maintaining quality incentives. 

JHHS urges the Health Services Cost Review Commission (HSCRC) to ensure policy changes align with 

these guiding principles as teams across the state work towards a sustainable payment model.  

JHHS supports the MHA’s comments on the draft policy, and offers the following additional comments 

and feedback for consideration: 

1. While JHHS appreciates that a thoughtful approach is needed to ensure an appropriate transition 

to the national quality programs under AHEAD, a three-year transition is likely too lengthy a 

period for hospitals to be in transition, particularly given that the industry is collectively asking 

for alignment and reduced administrative complexity. Due to the lags in Medicare timelines, 

delaying the State’s quality program transition timeline effectively creates a dynamic with 

duplicative monitoring of multiple programs and a less efficient use of limited hospital resources.   

2. JHHS urges the HSCRC to mirror the national model where possible, inclusive of the national 

reward and penalty percentages. While a one-time adjustment to better support strategic 

investment is helpful, meaningful ongoing contributions via rate adjustment have increased 

potential to impact quality improvement. 

3. JHHS is supportive of the MHA’s position on QBR domain weights and measure approaches, as 

well as state-based monitoring and CMS timelines.  



4. JHHS supports adjusting the RY26 QBR cut point to 32.68%. At the current cut-point, hospitals 

have inaccurate revenue impact; though hospitals build in some threshold for no retrospective 

change during the budgeting process, the variance is substantial (e.g., 3+%) and impacts the 

accuracy of hospital budgeting processes.  

5. While current quality programs under the Total Cost of Care Model have operated as all-payer 

programs, the AHEAD model will have separate requirements for Medicare quality programs, 

meaning state-designed quality programs will no longer be truly all-payer. JHHS would urge the 

HSCRC to consider removing the Medicare adjustments from the state-designed quality program 

adjustments to ensure rewards or penalties are not duplicated across the separate programs.  

6. Finally, JHHS would encourage the HSCRC to evaluate the percentage of revenue currently 

associated with quality programs in comparison to other states. There may be an opportunity for 

the State to drive quality improvement through a balanced approach that risks less hospital 

revenue, which becomes increasingly important as hospitals face substantial rate reductions 

under AHEAD amidst already strained financial conditions.  

In the face of unprecedented and complex changes to key components of the model – many of which 

currently remain unknown – any policy changes must align with the MHA’s proposed guiding principles 

in order to facilitate a viable and sustainable path forward. JHHS thanks HSCRC staff for the opportunity 

to provide feedback on this draft recommendation, and looks forward to continued collaboration to 

further improved quality and access for all Marylanders.  

 

Sincerely,  

 
Angela Green, Ph.D., R.N., F.A.A.N. 

Vice President, Quality and Safety 

Johns Hopkins Health System 

cc: Dr. Joshua Sharfstein, Chairman 
 Dr. James Elliott 
 Ricardo Johnson 

Dr. Maulik Joshi 
 Jonathan Blum 
 Nicki McCann 
 Dr. Farzaneh Sabi 
 Jon Kromm 
 

 



          

 

 

 

 

 

 

December 2, 2025 

 

Dr. Jon Kromm 

Executive Director 

Health Services Cost Review Commission 

4160 Patterson Avenue 

Baltimore, MD 21215 

 

Dear Dr. Kromm: 

On behalf of the Maryland Hospital Association’s (MHA) member hospitals and health systems, 

we extend our thanks to the Health Services Cost Review Commission (HSCRC) for the 

opportunity to comment on the Draft Recommendations for the Quality-Based Reimbursement 

(QBR) Program for RY 2028. We appreciate the Commission’s commitment to transparency, 

inclusive governance, and stakeholder engagement. We welcome the opportunity to provide 

feedback on these recommendations and to continue to advance quality across Maryland 

hospitals.  

The QBR draft recommendation comes at an unprecedented time in Maryland as the state 

transitions to the AHEAD Model. Under this new Model, hospitals will be required to move to 

the national Centers for Medicare & Medicaid Services (CMS) Medicare Inpatient Prospective 

Payment System and Outpatient Prospective Payment System (IPPS/OPPS) quality programs. 

Given this, hospitals propose that program elements for QBR align with the federal quality 

requirements to ease the challenge of simultaneous operation of state-based and federal quality 

programs and result in equal, improved quality for all patients. More specifically, the hospital 

field has endorsed key principles that should guide this policy and other state-based quality 

policies. 

• Maximize Multi-Payer Alignment – State-based quality policies should align Medicare, 

Medicaid, and commercial quality approaches to streamline administration. 

 

• Reduce Administrative Complexity – Policies should be designed to avoid complexity, 

administrative burden, and higher costs as the state plans for simultaneous operation of 

state-based and federal quality programs. 

 

• Ensure Manageable Timelines – The state should select quality program policy time 

frames that enable hospitals to adjust their quality infrastructure to optimize performance 

in the national quality programs. 

 

• Maintain Quality Incentives – State-based quality programs should maintain incentives 

to improve quality performance. 
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Additionally, as the state plans the design of other quality programs that coincide with the launch 

of the AHEAD Model, use of these principles will be essential for a successful and sustainable 

quality program over the ten-year AHEAD Model. 

 

MHA Proposal for an Alternative Alignment Approach 

While the QBR Program draft recommendation includes some areas where the program would 

align with the Medicare Hospital Value-Based Purchasing Program (HVBP) in CY2026, there is 

an opportunity to do more to achieve alignment between Medicare, Medicaid, and commercial 

quality programs. Without additional steps to align the federal and state quality programs, 

hospitals will face increased burden and complications with the AHEAD Model transition.  

To address these concerns, MHA respectfully proposes an alternative approach that is guided by 

the aforementioned principles with two components: 

1. Modification of QBR Domain Weights and Measure Approaches 

2. Creation of a State-Based Monitoring Program 

 

QBR Domain Weights & Measure Approaches 

While MHA appreciates the intent behind the proposed reweighting of the Person and 

Community Engagement domain, we urge the Commission to mirror the HVBP program 

wherever possible to eliminate avoidable operational challenges. MHA recommends the 

following domain and measure weights: 

• Person and Community Engagement Domain (33.3%) 

o HCAHPS Top Box (23.3%) 

o HCAHPS Consistency (10%) 

 

• Clinical Care Domain (33.3%) 

o All Payer 30-Day Mortality Measure (14.15%) 

o All Payer Inpatient Mortality Measure (14.15%)  

o THA-TKA Complication Measure (5%)* 

 

• Safety Domain (33.3%) 

o NHSN (26%) 

o Sepsis Bundle (7.3%)* 

 

 

 

 
The THA-TKA Complication and Sepsis Bundle measures apply only to Medicare, while all other measures are all-

payer.  
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State-Based Monitoring Program 

In addition to mirroring the HVBP domain and measure weights, MHA recommends that 

HSCRC create a new “State-Based Monitoring Program” for key measures that are of 

importance to the state but are not in Medicare HVBP. This approach allows the state to maintain 

alignment with Medicare, track performance trends, and evaluate impacts of other initiatives 

without imposing payment adjustments during the transition period. MHA recommends the 

following measures be included in a State-Based Monitoring Program: 

• Emergency Department Length of Stay (ED LOS) 

• Inpatient Length of Stay (IP LOS) 

• Medicaid Timely Follow Up 

• Any new measures proposed by HSCRC 

For measures in the State-Based Monitoring program, MHA recommends a moratorium be 

placed on payment policy for measures that are not part of the Medicare HVBP. Hospitals are 

currently managing significant operational pressures and resource constraints. Introducing 

Maryland-specific measures with payment implications would increase complexity and risk, 

especially as these metrics are influenced by external factors such as post-acute care placement 

and managed care coordination —issues under review by the AHEAD Multi-Agency Regulatory 

Working Group. Additionally, recent federal legislation (H.R.1) is likely to negatively affect ED 

utilization and uncompensated care, further straining hospital resources. 

Given these considerations, MHA recommends that no payment adjustments be applied to these 

measures during the transition to the CMS IPPS/OPPS quality system from CY 2026 to 2029, 

and potentially 2030 if Medicare program alignment is delayed. This approach allows hospitals 

time to adapt systems, train staff, and reduce administrative complexity while minimizing 

reporting burden. It also aligns Maryland’s QBR program with CMS’ HVBP, supports 

Maryland-specific initiatives through dedicated monitoring, and ensures consistency across 

federal and state programs.  

 

Digital Measure Incentive  

The RY2028 QBR program recommendation proposes maintaining the existing digital measure 

incentive. MHA and its member hospitals support the continuation of the digital measure 

incentive in RY2028 and appreciate HSCRC’s commitment to aligning electronic clinical quality 

measure (eCQM) reporting with CMS requirements. We recognize the value of early submission 

incentives as a tool to promote timely data collection and infrastructure readiness. The benefits 

of implementing eCQMs in Maryland at a pace that is misaligned with CMS should, however, be 

balanced with the process complexity and expense that is being created. 

Using an accelerated timeline for Maryland-specific eCQM submissions imposes operational 

challenges for hospitals, requiring extensive coordination, staffing, and system capacity at a time 

when hospitals face competing priorities and resource constraints. While the incentive helps to 

mitigate the financial burden, the underlying policy and misaligned timing with CMS adds 

operational demands and administrative burdens.  
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MHA urges HSCRC to maintain close engagement with hospitals to ensure future digital 

reporting requirements remain feasible and aligned with national standards and timing. For 

RY2029 and beyond, HSCRC should follow the same schedule as CMS for implementation of 

digital measures. Additionally, any future expansion of digital reporting must be achievable 

through existing infrastructure and supported by technical assistance and realistic timelines to 

safeguard operational sustainability.  

RY 2028 QBR Reward/Penalty “Cut-Point” 

MHA appreciates HSCRC staff’s plan to retrospectively adjust the RY 2026 QBR cut-point to 

32.68% but suggests additional modifications to better reflect national average performance. The 

table below presents the retrospective adjustments to the cut-point for national performance over 

the past three rate years: 

 

Rate Year 
Pre-set  

Cut-point 

Retrospective 

Adjustment (based on 

national performance) 

RY24 41% 32% 

RY25 41% 32% 

RY26 41% 32.68% 

 

Given this consistent national trend, MHA recommends using a cut-point of 32% in the RY2028 

QBR program. This revised cut point would improve predictability, enhance fairness, and align 

with HVBP, thereby reducing the likelihood for annual retrospective adjustments within the 

QBR program. 

 

We value the Commission’s commitment to collaborative policymaking and data-driven 

decisions. As Maryland hospitals prepare for evolving national standards and the AHEAD 

transition, we look forward to continued partnership with HSCRC to ensure quality programs 

remain equitable, transparent, and aligned with our shared goal of improving patient care 

statewide.  

 

Thank you for your consideration of these recommendations.  

 

Sincerely, 

 
 

Tequila Terry 

Senior Vice President, Care Transformation & Finance 
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The Draft Policy mainly proposes continuation of RY 2027 policy and discusses options for future 
alignment with CMS and other AHEAD considerations. 

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

● Maintain the 4-year improvement target that was established in CY 2022 of 5.0 percent through 2026, 
but with improvement measured from a two-year base period (CY 2022 and CY 2023) as approved in 
the RY 2027 policy.

● Maintain attainment methodology with modification to the adjustment for out-of-state readmissions.

● Maintain the scaled rewards and penalties of 2 percent of inpatient revenue for the better of 
improvement or attainment.  

● Removal of the revenue adjustment incentive for the readmission disparity gap measure; 
development of monitoring policy to continue assessing readmission disparities by race, Medicaid 
status, and neighborhood deprivation.

● Provides comparison of RRIP to the CMS Hospital Readmission Reduction Incentive Program 
(HRRP) and highlights other AHEAD readmission requirements.

85

Readmission Reduction Incentive Program (RRIP) Draft Policy 



RY 2027 RRIP Methodology

Note: Disparity gap incentive of +0.5% included in RY 2027 (not shown here) 86



State Performance on Medicare FFS Readmissions

State continues to meet Medicare FFS 
target of lower readmissions compared 
to nation.



All-Payer Case-Mix Adjusted Readmissions

State continues to improve on All-
Payer case-mix adjusted 
readmissions.  Statewide change 
from CY22-23 through CY 2025 
YTD is a 1.63 percent decrease.  
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AHEAD Alignment
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AHEAD: Readmission Incentives and Goals

1. Under AHEAD, Medicare FFS hospital global budgets will be 
adjusted based on performance on HRRP’s condition-specific 
measures

2. AHEAD Population Health Accountability Plan (PHAP) includes 
statewide, all-payer performance goal using NCQA’s Plan All-
Cause readmission measure

3. Other AHEAD Medicare FFS hospital global budget incentives using 
the hybrid and/or claims based CMS’ Hospital-Wide Readmission 
Measure (i.e., Community Improvement Bonus and Effectiveness 
Adjustment) 
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Comparison of RRIP and HRRP

Feature Maryland RRIP National HRRP

Population All patients, all payers Medicare Fee-for-Service beneficiaries 
only

Conditions Measured All-conditions, including psychiatric and 
adult oncology 

Six specific conditions (i.e., AMI, COPD, 
HF, Pneumonia, CABG, THA/TKA)

Readmission Definition 30-day, all-cause, unplanned admissions30-day, all-cause, unplanned admissions

Performance Measures Both improvement (relative change) and 
attainment (absolute performance, 
adjusted for out-of-state readmissions)

Attainment only, stratified by percent 
duals 

Incentives Scaled rewards and penalties, capped 
at ±2% of inpatient revenue

Scaled penalties only, capped at 3% of 
Medicare payments

Data Source State-based case-mix data (with unique 
patient identifiers across hospitals)

CMS Medicare claims data
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Future RRIP AHEAD Alignment

• Staff recommend to finish out the goals set under the TCOC model 
(through CY 2026) while concurrently engaging stakeholders to assess 
opportunities to align RRIP with the AHEAD model’s readmission 
evaluation for CY 2028 and beyond for non-Medicare hospital global 
budgets. 

• This will require decisions around:
• Which measure to align with

• Improvement and attainment goals

• Social risk-adjustment

• Revenue-at-risk 

Question for Commissioners 
and Stakeholders:  

Should the future RRIP policy 
align with HRRP or the AHEAD 

PHAP all-payer readmission 
goal?
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Out of State Ratio Concerns
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Out of State (OOS) Ratio 
• RRIP assesses attainment (i.e., how hospital performs on readmissions 

relative to peers) by adjusting the all-payer readmission rate to account for 
OOS readmissions (using Medicare data as a proxy).

• Staff investigation uncovered readmission cases that are being double 
counted with the use of the current OOS readmission ratio 

• i.e., readmissions being considered an in-state readmission and an out-of state 
readmission

• Staff recommend modifying the OOS ratio calculation to remove the double 
counted readmissions and only count them as in-state readmissions

• Using RY 2026 time periods for modeling, this modification would’ve resulted in 
an ~$4.4M increase in statewide net adjustments with 12 hospitals receiving an 
increase in rewards and 3 hospitals receiving either a reduction in rewards or 
increase in penalties
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RY 2028 Draft RRIP Recommendations

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

2. Improvement Target - Maintain the statewide 4-year improvement target of -5.0 percent through 

2026 with a blended base period of CY 2022 and CY 2023.

3. Attainment Target - Maintain the attainment target whereby hospitals at or better than the 65th 

percentile of statewide performance receive scaled rewards for maintaining low readmission rates.

a. Modify Out Of State (OOS) ratios used for attainment to not double count readmissions for 

RY 2028 and retrospectively for RY 2027.

4. Maintain scaled rewards and penalties of up to 2 percent of inpatient revenue.

5. Monitor reductions in within-hospital readmission disparities and provide quarterly updates on by-

hospital performance at Commission Meetings. 

6. Assess opportunities for AHEAD alignment of readmission measure, improvement and attainment 

goals, revenue at-risk, and revenue adjustment methodology.
95
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to adapt this health plan measure to calculate a Maryland statewide observed to expected ratio 

using claims data for Medicare FFS, Medicare MA, Medicaid, and Commercial. 

Figure 10. Comparison of the NCQA PCR and RRIP Readmission Measures 

Feature Maryland RRIP  NCQA PCR 

Readmission Type All-cause, unplanned inpatient 

readmissions 

All-cause, unplanned inpatient and observation 

readmissions 

Numerator Number of observed unplanned 

readmissions 

The observed numerator is all unplanned eligible 

observation stays and readmissions within 30 days of an 

eligible discharge. The expected numerator is weighted 

based on measure specifications 

Denominator Number of expected unplanned 

readmissions based on 

discharge APR-DRG and SOI 

Any acute inpatient or observation stay discharge 

occurring during the measurement year; patients must be 

18 or older during the month of discharge date and have 

365 days on continuous enrollment before index 

admission and 30 days after index. 

Exclusions CMS Planned Readmission 

Logic, Bone marrow transplants 

and liquid tumor patients, Left 

AMA, transfers, newborn DRGs  

Hospice and/or death at any time during the 

measurement year; perinatal admissions, potentially 

planned procedures, organ transplant, chemotherapy, 

and psychiatric/rehab facilities and transfer/IP admission.  

Patients with 4+ inpatient admissions in a year. 

Risk-Adjustment Case-mix and APR DRG SOI 

level 

Risk-adjusted by IP vs. observation status, discharge 

condition, age, gender, surgical procedure, and SNF and 

dual eligibility status based on predetermined weights by 

payer 

 

Figure 11 below presents Maryland’s all-payer observed to expected ratio, which shows that from 

2019 to 2023, Maryland saw a 0.51 percent decrease in readmissions. However, given the 

increase in readmissions during COVID, this trend should be interpreted with caution.  Thus, staff 

also utilized NCQA and other readmission benchmarks calculated by the HSCRC to propose 

targets for improvement to the [insert MCHE reference and that they were body to review].  Based 

on staff analyses, historical improvements in readmissions (i.e., gains the state has already made 

since 2013), and stakeholder input, a readmission goal of a 3.07 percent reduction in the O/E ratio 

between 2023 and 2034 was submitted to CMMI in the PHAP proposal.  This is currently under 
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review by CMMI.  Staff believes that the Commission should consider whether the non-Medicare 

global budget adjustments for readmissions should align with the final PHAP goal or the HRRP 

program.  Staff is currently working with contractors to adapt the NCQA readmission measure to 

the case-mix dataset to see if it can be used for RRIP in the future. 

Figure 11. Maryland Performance on NCQA PCR measure, CY 2019- CY 2023 

 

 

 

Out of State Ratio Concerns 

The RRIP policy assesses attainment by adjusting the all-payer readmission rate to account for 

out-of-state (OOS) readmissions which is defined as “Total number of Medicare FFS 

Readmissions/ Number of in-state readmissions”. The RRIP methodology uses Medicare FFS 

OOS ratios calculated via the Chronic Conditions Warehouse (CCW) dataset, which are used as 

a proxy for all-payer OOS readmission patterns. Without an OOS readmission adjustment, 

hospitals across the State could not be compared fairly as some hospitals may have higher OOS 

readmissions (e.g., border hospitals, systems with OOS hospitals). Hospitals have raised 

concerns about the accuracy and use of the OOS readmission ratio within the RRIP. 
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Staff investigated the issues brought by hospitals regarding the accuracy and use of the OOS 

readmission ratio and uncovered that there are readmission cases that are being captured as a 

readmission in both the in-state case-mix dataset as well as in the CCW’s OOS ratio (i.e., are 

being double counted).  

To improve the OOS ratio, staff recommends modifying the OOS ratio calculation to rectify the 

readmissions that were double counted as both in-state and out-of-state readmissions. Appendix 

II provides examples of cases that are double counting and Appendix III provides modelling of the 

impact of modifying the OOS ratios on RY 2026 revenue adjustments as this is the most recent 

data period that was completed. Overall, the statewide impact was an increase in rewards of 

~$2.6M, and decrease in penalties of ~$1.8M, resulting in a ~$4.4M increase in the statewide net 

total compared to what went into rates. These changes would affect 15 hospitals, with 12 

hospitals receiving an increase in rewards or a reduction in penalties and 3 hospitals receiving 

either reduction in rewards or increase in penalties. Staff is recommending that the modifications 

to the OOS ratio calculation be applied to RY 2027 and from RY 2028 since those revenue 

adjustments have not yet been implemented. Simultaneously, staff will explore the feasibility of 

incorporating data from additional payers to further refine the OOS readmission ratio in future 

RRIP policies.    

 

Hospital Scores and Revenue Adjustments 
 

This section provides an overview of the RRIP and HRRP revenue adjustment methodology and 

then presents modeling of hospital scores and revenue adjustments for the RY 2027 program and 

the final RY 2025 RRIP and estimated FFY 2025 HRRP results for Maryland hospitals. 

Comparison of RRIP and HRRP Scoring and Revenue Adjustment Methodology 

Under the RRIP, hospitals are scored based on their performance on the case-mix adjusted 

readmission measure that compares each hospital’s observed readmissions to expected 

readmissions for all-payers. Hospital revenue adjustments are based on the better of 

improvement in readmission rate or attainment of relatively low readmission rate. Improvement in 
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the readmission rate is determined by calculating the percentage change in the readmission rate 

in the performance period compared to the readmission rate in the base period; the attainment 

rate is calculated as the case-mix adjusted rate in the performance period further adjusted by the 

Medicare OOS ratio. The improvement and attainment rates are compared to predetermined 

improvement and attainment targets. The 65th percentile of best performers in the base period is 

the threshold to begin receiving rewards for attainment, which allows hospitals in the top-third of 

Maryland performance to earn financial rewards. The improvement target is set based on the 

modeling of various improvement scenarios (e.g., historical trends, commercial and Medicare 

benchmarking). Comparing a hospital’s performance to the targets, the policy determines a 

hospital’s final revenue adjustment as the better of revenue adjustments for improvement or 

attainment, with scaled rewards and penalties up to two percent of a hospital’s inpatient revenue.  

In contrast, the HRRP uses six condition specific readmission measures and calculates excess 

readmissions by hospital for each condition for Medicare beneficiaries.5 For each HRRP 

condition, CMS applies a hierarchical logistic regression model that adjusts for patient’s age and 

sex, diagnoses and comorbidities from claims, and a hospital-specific random effect to generate 

both observed readmissions and expected readmissions. The performance metric is the Excess 

Readmission Ratio (ERR) which is the ratio of observed to expected readmissions; values greater 

than 1.0 indicate worse-than-expected performance. For each HRRP condition, the program then 

compares hospitals’ ERRs to those with similar proportions of dual eligibles (i.e., peer groups) and 

penalizes those with excess readmissions up to three percent of base operating DRG payments 

for all Medicare inpatient discharges. HRRP assesses readmissions based on peer groups to 

improve adjustment for social risk given that differences in hospitals’ patient populations are not 

fully captured by claims-based risk adjustment. The actual penalty received is proportional to the 

excess readmission for each condition (i.e., higher penalties mean greater excess readmissions 

compared to others in peer group).  

 
5 The six condition specific measures are 1. Acute Myocardial Infection (AMI) 2. Coronary Artery Bypass 
Grafting (CABG) 3. Coronary Obstructive Pulmonary Disease (COPD) 4. Heart Failure (HF) 5. Total Hip 
Arthroplasty and Total Knee Arthroplasty (THA/TKA) 6. Pneumonia (PN)  



 

 

   

 

 
23 

Maryland’s RRIP and Estimated HRRP Revenue Adjustments 

In the Assessment Section, readmission performance in the RY 2027 program is presented. In 

Figure 12 below, the RY 2027 year-to-date (YTD) revenue adjustments are estimated using 

performance through August. Statewide the net revenue adjustment is a reduction of 

approximately $18 million or -0.14 percent of inpatient revenue.  Specifically, 19 out of 44 

hospitals would receive a penalty with the average penalty being -0.57 percent of inpatient 

revenue (penalties range from -1.34 percent to -0.10 percent), the other 25 hospitals would 

receive a reward with the average reward being 0.78 percent (rewards range from 0.04 percent to 

2 percent). By hospital results are presented in Appendix V.  

Figure 12. Summary of Statewide Estimated RY 2027 YTD through August Revenue Adjustments6 

 

In addition to RY 2027 YTD estimates, final RY 2026 RRIP performance are shown in Figure 13.  

As with RY 2027 YTD estimates, there was a net negative revenue adjustment statewide.  Prior to 

RY 2026, which updated the base period to be post-COVID (i.e., CY 2022-2023) and provided a 

new readmission improvement goal, the statewide net revenue adjustments had been positive for 

all years of the RRIP program.   

Figure 13. Summary of Final Statewide RY 2026 Revenue Adjustments7 

 

CMMI has provided proxy payment adjustment factors that estimate how Maryland hospitals 

would perform under the HRRP.  However, the most recent data available is FFY 2025.  The 

Maryland data indicates that 84 percent of hospitals in the state would receive a penalty, with the 

 
6 Note, these estimates do not include the update to the out of state ratio calculation. 
7 Note, these estimates do not include the update to the out of state ratio calculation. 



 

 

   

 

 
24 

median penalty of 0.20 percent among those that would have been penalized (minimum penalty 

0.1 percent and maximum penalty 1.07 percent); HRRP does not provide rewards.  

To allow for comparison to the most recent HRRP performance, the RY 2025 RRIP performance 

is presented rather than the RY 2026 or RY 2027 YTD results presented above. In RY 2025, 

Maryland hospitals received revenue adjustments to their global budgets for their CY 2023 

readmissions performance compared to the improvement target of 7.50 percent and attainment 

target of 11.32 percent. Statewide, the total net adjustments was approximately $14M, with 

penalties of approximately $28M and rewards of approximately $42M. Specifically, about 55 

percent of the hospitals received a scaled penalty and the remaining 45 percent received a scaled 

reward; the average penalty was -0.64 percent (penalties ranged from -1.52 percent to -0.15 

percent) and the average reward was 0.53 percent (rewards ranged from 0.03 percent to 1.24 

percent). Figure 14 below shows a comparison of estimated FFY 2025 HRRP and final RY 2025 

RRIP revenue adjustments, which both assessed readmission performance in CY 2023; by 

hospital results are in Appendix IV. 

Figure 14. Comparison of Final RY 2025 RRIP and Estimated FFY 2025 HRRP Revenue Adjustments 

 

Overall, given the changes to the RRIP program starting in RY 2026 and the lack of CMS data 

past FFY 2025, it is difficult to compare the current program with the CMS HRRP.  However, staff 

supports the continued inclusion of rewards in the RRIP program and will analyze the RY 2026 

RRIP and FFY 2026 HRRP when available. 
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Recommendations 

These are the draft recommendations for the Maryland Rate Year (RY) 2028 Readmission 

Reduction Incentives Program (RRIP):  

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

2. Improvement Target - Maintain the statewide 4-year improvement target of -5.0 percent 

through 2026 with a blended base period of CY 2022 and CY 2023. 

3. Attainment Target - Maintain the attainment target whereby hospitals at or better than the 

65th percentile of statewide performance receive scaled rewards for maintaining low 

readmission rates. 

a. Modify OOS ratios used for attainment to not double count readmissions for RY 

2028 and retrospectively for RY 2027. 

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

5. Monitor reductions in within-hospital readmission disparities and provide quarterly updates 

on by-hospital performance at Commission Meetings.  

6. Assess opportunities for AHEAD alignment of readmission measure, improvement and 

attainment goals, revenue at-risk, and revenue adjustment methodology
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Appendix I.  RRIP Readmission Measure and Revenue 
Adjustment Methodology 

 

Introduction: RRIP Redesign Subgroup 

As part of the ongoing evolution of the All-Payer Model’s pay-for-performance programs to further bring 

them into alignment under the Total Cost of Care Model, HSCRC convened a work group to evaluate the 

Readmission Reduction Incentive Program (RRIP). The work group consisted of stakeholders, subject 

matter experts, and consumers, and met six times between February and September 2019. The work group 

focused on the following six topics, with the general conclusions summarized below: 

 

1. Analysis of Case-mix Adjustment and trends in Eligible Discharges over time to address concern of 

limited room for additional improvement; 

- Case-mix adjustment acknowledges increased severity of illness over time 

- Standard Deviation analysis of Eligible Discharges suggests that further reduction in  

- readmission rates is possible  

2. National Benchmarking of similar geographies using Medicare and Commercial data; 

- Maryland Medicare and Commercial readmission rates and readmissions per capita are on 

par with the nation  

3. Updates to the existing All-Cause Readmission Measure; 

- Remove Eligible Discharges that left against medical advice (~7,500 discharges) 

- Include Oncology Discharges with more nuanced exclusion logic 

- Analyze out-of-state ratios for other payers as data become available 

4. Statewide Improvement and Attainment Targets under the TCOC Model; 

- 7.5 percent Improvement over 5 years (2018-2023)  

- Ongoing evaluation of the attainment threshold at 65th percentile 

5. Social Determinants of Health and Readmission Rates; and 

- Methodology developed to assess within-hospital readmission disparities 

6. Alternative Measures of Readmissions 

- Further analysis of per capita readmissions as broader trend; not germane to the RRIP 

policy because focus of evaluation is clinical performance and care management post-

discharge 

- Observation trends under the All-Payer Model to better understand performance given 

variations in hospital observation use; future development will focus on incorporation of 

Excess Days in Acute Care (EDAC) measure in lieu of including observations in RRIP 

policy 

- Electronic Clinical Quality Measure (eCQM) may be considered in future to improve risk 

adjustment 
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Methodology Steps 

 
1) Performance Metric 

The methodology for the Readmissions Reduction Incentive Program (RRIP) measures performance using 

the 30-day all-payer all hospital (both intra- and inter-hospital) readmission rate with adjustments for patient 

severity (based upon discharge all-patient refined diagnosis-related group severity of illness [APR-DRG 

SOI]) and planned admissions.8  Unique patient identifiers from CRISP are used to be able to track patients 

across hospitals for readmissions.   

 

The measure is similar to the readmission rate that is calculated by CMMI to track Maryland performance 

versus the nation, with some exceptions. The most notable exceptions are that the HSCRC measure 

includes psychiatric patients in acute care hospitals, and readmissions that occur at specialty hospitals.  In 

comparing Maryland’s Medicare readmission rate to the national readmission rate, the Centers for Medicare 

& Medicaid Services (CMS) will calculate an unadjusted readmission rate for Medicare beneficiaries. Since 

the Health Services Cost Review Commission (HSCRC) measure is for hospital-specific payment purposes, 

an additional adjustment is made to account for differences in case-mix. See below for details on the 

readmission calculation for the RRIP program. 

 

2) Inclusions and Exclusions in Readmission Measurement 

● Planned readmissions are excluded from the numerator based upon the CMS Planned 

Readmission Algorithm V. 4.0. The HSCRC has also added all vaginal and C-section deliveries 

and rehabilitation as planned using the APR-DRGs, rather than principal diagnosis.9 Planned 

admissions are counted as eligible discharges in the denominator, because they could have an 

unplanned readmission. 

● Discharges for newborn APR-DRG are removed.10 

● Exclude bone marrow transplants and liquid tumor patients by making these discharges not 

eligible to have an unplanned readmission or count as an unplanned readmission.11  

● Exclude patients with a discharge disposition of Left Against Medical Advice (PAT_DISP = 71, 

72, or 73 through FY 2018; 07 FY 2019 onward) 

● Rehabilitation cases as identified by APR-860 (which are coded under ICD-10 based on type of 

daily service) are marked as planned admissions and made ineligible for readmission after 

readmission logic is run.  

● Admissions with ungroupable APR-DRGs (955, 956) are not eligible for a readmission, but can 

be a readmission for a previous admission. 

 
8 Planned admissions defined under [CMS Planned Admission Logic version 4 – updated March 2018]. 
9 Rehab DRGs: 540, 541, 542, 560, and 860; OB Deliveries and Associated DRGs: 580, 581, 583, 588, 589, 591, 

593, 602, 603, 607, 608, 609, 611, 612, 613, 614, 621, 622, 623, 625, 626, 630, 631, 633, 634, 636, 639, 640, and 863.     
10 Newborn APR-DRGs: 580, 581, 583, 588, 589, 591, 593, 602, 603, 607, 608, 609, 611, 612, 613, 614, 621, 622, 

623, 625, 626, 630, 631, 633, 634, 636, 639, 640, and 863.     
11 Bone Marrow Transplant:  Diagnosis code Z94.81 or CCS Procedure code 64; Liquid Tumor: Diagnosis codes 

C81.00-C96.0.  See section below for additional details on the oncology logic. 
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● APR-DRG-SOI categories with less than two discharges statewide are removed. 

● A hospitalization within 30 days of a hospital discharge where a patient dies is counted as a 

readmission; however, the readmission is removed from the denominator because the case is 

not eligible for a subsequent readmission. 

● Admissions that result in transfers, defined as cases where the discharge date of the admission 

is on the same or next day as the admission date of the subsequent admission, are removed 

from the denominator. Thus, only one admission is counted in the denominator, and that is the 

admission to the transfer hospital (unless otherwise ineligible, i.e., died). It is the second 

discharge date from the admission to the transfer hospital that is used to calculate the 30-day 

readmission window. 

● Beginning in RY 2019, HSCRC started discharges from chronic beds within acute care 

hospitals.  

● In addition, the following data cleaning edits are applied:  

o Cases with null or missing CRISP unique patient identifiers (EIDs) are removed. 

o Duplicates are removed. 

o Negative interval days are removed. 

HSCRC staff is revising case-mix data edits to prevent submission of duplicates and 

negative intervals, which are very rare. In addition, CRISP EID matching benchmarks 

are closely monitored. Currently, hospitals are required to make sure 99.5 percent of 

inpatient discharges have a CRISP EID.  

 

Additional Details on Oncology Logic: 

Flow Chart for Revised Oncology Logic 

 

*Items that are bolded are adaptations from NQF measure 

 

This updated logic replaces the RY 2021 measure logic that removes all oncology DRGs from the dataset, 

such that an admission with an oncology DRG cannot count as a readmission or be eligible to have a 

readmission. 
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Step 1:  Exclude discharges where patients have a bone marrow transplant procedure, bone 

marrow transplant related diagnosis code, or liquid tumor diagnosis.  This logic varies from the NQF 

cancer hospital measure which risk-adjusts for bone marrow transplant and liquid tumors.  HSCRC 

staff recommended removing these discharges (similar to current DRG exclusion) because the 

current indirect standardization approach did not allow for additional risk-adjustment but based on 

conversations with clinicians staff agreed these cases were significantly more complicated and at-

risk for an unpreventable readmission.   

 

Step 2:  Flag discharges with a primary malignancy diagnosis to apply cancer specific logic for 

determining readmissions.  This varies from the NQF cancer hospital measure that flags patients 

with primary or secondary malignancy diagnosis being treated in a cancer specific hospital.  Staff 

thinks we should only flag those with a primary diagnosis since in a general acute care hospital 

there may be differences in the types of patients with a secondary malignancy diagnosis.  Further, 

we remove the bone marrow and liquid tumor discharges regardless of malignancy diagnosis, thus 

ensuring the most severe cases are removed.  Last, our initial analyses did not show a large impact 

on overall hospital rates when primary vs primary and secondary malignancies were flagged.  It 

should be noted however that the current modeling in this policy uses readmission rates where both 

primary and secondary are flagged.   

 

Step 3:  Flag planned admissions using additional criteria beyond the CMS planned admission 

logic: 

a) Nature of admission of urgent or emergent considered unplanned, all other nature of 

admission statuses are planned 

b) Any admission with primary diagnosis of chemotherapy or radiation is considered planned 

c) Any admission with primary diagnosis of metastatic cancer is not considered preventable, 

and thus gets excluded from being a readmission 

In step 3, admissions are deemed not eligible to be a readmission but they are eligible to have a 

subsequent unplanned readmission.   

 

 

3) Details on the Calculation of Case-Mix Adjusted Readmission Rate 

 

Data Source: 

To calculate readmission rates for RRIP, inpatient abstract/case-mix data with CRISP EIDs (so that patients 

can be tracked across hospitals) are used for the measurement period, with an additional 30 day runout. To 

calculate the case-mix adjusted readmission rate for CY 2023 performance period, data from January 1 

through December 31, plus 30 days in January of the next year are used.  CY 2022 data are used to 

calculate the normative values, which are used to determine a hospital’s expected readmissions, as 

detailed below.  
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Please note that, the base year readmission rates are not “locked in”, and may change if there are CRISP 

EID or other data updates.  The HSCRC does not anticipate changing the base period data, and does not 

anticipate that any EID updates will change the base period data significantly; however, the HSCRC has 

decided the most up-to-date data should be used to measure improvement.  For the performance period, 

the CRISP EIDs are updated throughout the year, and thus, month-to-month results may change based on 

changes in EIDs.  

 

SOFTWARE: APR-DRG Version 42 for CY 2018-CY 2025. 

 

 

Calculation: 

 

Case-Mix Adjusted     (Observed Readmissions) 

Readmission Rate =  ------------------------------------   * Statewide Base Year 

Readmission Rate               (Expected Readmissions) 

 

Numerator: Number of observed hospital-specific unplanned readmissions. 

 

Denominator: Number of expected hospital specific unplanned readmissions based upon discharge APR-

DRG and Severity of Illness. See below for how to calculate expected readmissions, adjusted for APR-DRG 

SOI. 

 

Risk Adjustment Calculation:  

Calculate the Statewide Readmission Rate without Planned Readmissions. 

o Statewide Readmission Rate = Total number of readmissions with exclusions removed / 

Total number of hospital discharges with exclusions removed. 

For each hospital, enumerate the number of observed, unplanned readmissions.  

For each hospital, calculate the number of expected unplanned readmissions at the APR-DRG SOI 

level (see Expected Values for description). For each hospital, cases are removed if the discharge 

APR-DRG and SOI cells have less than two total cases in the base period data. 

Calculate at the hospital level the ratio of observed (O) readmissions over expected (E) readmissions. A 

ratio of > 1 means that there were more observed readmissions than expected, based upon a 

hospital’s case-mix. A ratio of < 1 means that there were fewer observed readmissions than 

expected based upon a hospital’s case-mix.  

Multiply the O/E ratio by the base year statewide rate, which is used to get the case-mix adjusted 

readmission rate by hospital.  Multiplying the O/E ratio by the base year state rate converts it into a 

readmission rate that can be compared to unadjusted rates and case-mix adjusted rates over time.   

 

Expected Values: 

The expected value of readmissions is the number of readmissions a hospital would have experienced had 

its rate of readmissions been identical to that experienced by a reference or normative set of hospitals, 
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given its mix of patients as defined by discharge APR-DRG category and SOI level. Currently, HSCRC is 

using state average rates as the benchmark. 

 

The technique by which the expected number of readmissions is calculated is called indirect 

standardization. For illustrative purposes, assume that every discharge can meet the criteria for having a 

readmission, a condition called being “eligible” for a readmission. All discharges will either have zero 

readmissions or will have one readmission. The readmission rate is the proportion or percentage of 

admissions that have a readmission.  

 

The rates of readmissions in the normative database are calculated for each APR-DRG category and its 

SOI levels by dividing the observed number of readmissions by the total number of eligible discharges. The 

readmission norm for a single APR-DRG SOI level is calculated as follows: 

Let: 

 

N = norm 

P = Number of discharges with a readmission 

D = Number of eligible discharges  

i = An APR DRG category and a single SOI level  

 

 
For this example, the expected rate is displayed as readmissions per discharge to facilitate the calculations 

in the example. Most reports will display the expected rate as a rate per one thousand. 

Once a set of norms has been calculated, the norms are applied to each hospital’s DRG and SOI 

distribution. In the example below, the computation presents expected readmission rates for a single 

diagnosis category and its four severity levels. This computation could be expanded to include multiple 

diagnosis categories, by simply expanding the summations.  
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Consider the following example for a single diagnosis category. 

 

Expected Value Computation Example – Individual APR-DRG 

A 

Severity of 

Illness 

Level 

B 

Eligible 

Discharges 

C 

Discharges 

with 

Readmission 

D 

Readmissions 

per Discharge 

(C/B) 

E 

Normative 

Readmissions 

per Discharge 

F 

Expected # of 

Readmissions 

(A*E) 

1 200 10 .05 .07 14.0 

2 150 15 .10 .10 15.0 

3 100 10 .10 .15 15.0 

4 50 10 .20 .25 12.5 

Total 500 45 .09  56.5 

 

For the diagnosis category, the number of discharges with a readmission is 45, which is the sum of 

discharges with readmissions (column C). The overall rate of readmissions per discharge, 0.09, is 

calculated by dividing the total number of eligible discharges with a readmission (sum of column C) by the 

total number of discharges at risk for readmission (sum of column B), i.e., 0.09 = 45/500. From the 

normative population, the proportion of discharges with readmissions for each severity level for that 

diagnosis category is displayed in column E. The expected number of readmissions for each severity level 

shown in column F is calculated by multiplying the number of eligible discharges (column B) by the 

normative readmissions per discharge rate (column E) The total number of readmissions expected for this 

diagnosis category is the sum of the expected numbers of readmissions for the 4 severity levels.  

 

In this example, the expected number of readmissions for this diagnosis category is 56.5, compared to the 

actual number of discharges with readmissions of 45. Thus, the hospital had 11.5 fewer actual discharges 

with readmissions than were expected for this diagnosis category. This difference can also be expressed as 

a percentage or the O/E ratio. 

4)  Revenue Adjustment Methodology 

 

The RRIP assesses improvement in readmission rates from base period, and attainment rates for the 

performance period with an adjustment for out-of-state readmissions.  The policy then determines a 

hospital’s revenue adjustment for improvement and attainment and takes the better of the two revenue 

adjustments, with scaled rewards of up to 2 percent of inpatient revenue and scaled penalties of up to 2 

percent of inpatient revenue.  The figure below provides a high level overview of the RY 2027 RRIP 

methodology for reference.    
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Appendix II. Examples of Cases that are Double 

Counted 

Example 1:  

Within 30 days, an MD index visit has an OOS readmission followed by another in-state readmission. 

 In the case-mix dataset, this encounter is an in-state readmission 

 In the CCW, this is an OOS readmission 

Example 2:  

Within 30 days, an index visit had an in-state readmission then transferred to an OOS hospital 

 In the case-mix dataset, this encounter is an in-state readmission 

 In the CCW, this is an OOS readmission. Due to the CCW logic, patients that are transferred during 

 a readmission are considered a readmission only to the transfer-receiving hospital 
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Appendix II. Modelled RY 2026 Revenue Adjustments with OOS Ratio 

Calculation Modification 
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Appendix III. Reducing Disparities in Readmissions 
Racial and socioeconomic differences in readmission rates are well documented12,13 and have 

been a source of significant concern among healthcare providers and regulators for years. In 

Maryland, the 2018 readmission rate for Blacks was 2.6 percentage points higher than for whites, 

and the rate for Medicaid enrollees was 3.4 points higher than for other patients. A 2019 Annals of 

Internal Medicine paper co-authored by HSCRC staff14 reported a 1.6 percent higher readmission 

rate for patients living in neighborhoods with increased deprivation. Maryland hospitals, as well as 

CMS and the Maryland Hospital Association, historically identified reductions in disparities as a 

key priority. Thus, staff developed and the Commission approved adding a within-hospital 

disparity gap improvement goal to the RRIP in RY2021.  

 

Specifically, the RRIP within hospital disparity methodology assesses patient-level socioeconomic 

exposure using the Patient Adversity Index (PAI), a continuous measure that reflects exposure to 

poverty, structural racism, and neighborhood deprivation.  As shown in Figure 10, the relationship 

between PAI and readmissions is then assessed for each hospital for the base and performance 

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

points on the line (e.g., PAI = 1 vs PAI = 0) are compared for the base and performance period to 

calculate improvement.  Additional information on the development of the within-hospital disparity 

metric can be found in the RY 2021 RRIP policy.15 

 

  

 
12 Tsai TC, Orav EJ, Joynt KE. Disparities in surgical 30-day readmission rates for Medicare beneficiaries 
by race and site of care. Ann Surg. 2014;259(6):1086–1090. doi:10.1097/SLA.0000000000000326;  
13 Calvillo–King, Linda, et al. "Impact of social factors on risk of readmission or mortality in pneumonia and 
heart failure: systematic review." Journal of general internal medicine 28.2 (2013): 269-282. 
14 Jencks, Stephen F., et al. "Safety-Net hospitals, neighborhood disadvantage, and readmissions under 
Maryland's all-payer program: an observational study." Annals of internal medicine 171.2 (2019): 91-98. 
 
15 RY 2021 RRIP Policy 

https://hscrc.maryland.gov/Documents/2.%20Final%20RY%202021%20RRIP%20Policy.pdf
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Figure 10. Hypothetical Example of Relationship between PAI and Readmission Rates 
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Appendix IV. By Hospital FFY 2025 Estimated HRRP and RY 2025 Final RRIP 
Revenue Adjustments
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Appendix V. RY 2027 Preliminary Revenue Adjustments, CY 2025 YTD 
through August 
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