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Executive Overview

This final policy presents a list of services determined by staff as highly specialized care, eligible for
carve-out from population-based methodologies per Achieving Healthcare Efficiency through Accountable
Design (AHEAD) specifications. This document outlines the staff methodology for determining the list of
services based on a five-part criteria which prioritizes quaternary and tertiary care performed at the states’
academic medical centers and tertiary services performed at other service specialty designated hospitals
in the state. Carve-out volumes will be based on calendar year 2025 (CY 2025) performance inflated to
fiscal year 2027 (FY 2027) and removed from the hospital’s global budget. Going forward, carved-out
volumes will be charged at 100 percent of the current applicable rates (i.e. 100 percent variable cost
factor) with hospitals being held 100 percent liable for volume volatility.

This final policy recommendation does not significantly change from the draft but includes revisions to the
list of carve-out DRGs from the version incorporated in the draft recommendation; includes a classification
for small volume hospitals; and addresses/clarifies various operational and funding comments and
concerns from stakeholders. The final carve-out DRG list for implementation July 1 of 2026 can be found
in Appendix 2.

Introduction

In 2014, Maryland transitioned all its acute care hospitals to an All-Payer Global Budget Revenue (GBR)
model. Under this model, hospitals operate under fixed revenue caps as opposed to traditional fee-for-
service payments. The Maryland All-Payer model focused on improving quality, enhancing health
outcomes, and controlling Medicare spending for hospital inpatient and outpatient services. Between
2014 and 2018, hospitals successfully reduced unnecessary readmissions and hospital-acquired
conditions while slowing growth in hospital costs per capita. However, the All-Payer Model primarily
targeted hospitals and did not fully support coordinated care across the broader health care system.

In 2019, Maryland transitioned to the Total Cost of Care (TCOC) Model. Under the TCOC Model,
Maryland was expected to transform care delivery across the health system, improve health and quality
of care, and maintain Medicare spending growth below the national rate. The TCOC Model gave
Maryland the flexibility to tailor initiatives to the state’s unique health care environment and encouraged
innovation among providers. It supported investments in population health improvement, care

redesign and provided new tools and resources for primary care providers to better manage complex
and chronic conditions, helping Marylanders achieve better health. The State achieved significant
savings, quality improvements, and care transformation progress under the TCOC Model.

As of January 1, 2026, Maryland transitioned from the Maryland TCOC Model to the national Achieving
Healthcare Efficiency through Accountable Design (AHEAD) Model; a voluntary, state-based total cost of
care model that allows Maryland to manage healthcare costs and quality and improve the overall health
of the state through expanding primary care and strengthening population health.

This policy recommendation will detail the work staff have done with the Volume Workgroup and the
methods by which staff and stakeholders concluded on a carve-out list that prioritizes quaternary and
tertiary cases performed at academic centers and tertiary services also performed at non-academic
hospitals.

Background

Majority of Maryland hospitals have seen a growth in inpatient case-mix acuity despite declines or
stable volumes between fiscal year 2023 (FY 2023) and 2025 (FY 2025). This is an indicator that
Maryland has successfully shifted low acuity cases out of the inpatient setting and volumes that tend to
remain are appropriate for that setting of care as the patients tend to be sicker and in certain instances



require care that is complex and highly specialized.

Given the focus on growth in high acuity and highly specialized care, staff recognize that shielding that
care from global budget limitations may be appropriate. While the AHEAD Model includes a requirement
that at least 85 percent of in-state, acute care hospital revenue remain under population-based
methodologies that is down from 95 percent under the Total Cost of Care Model, leaving an opportunity to
implement an alternative financing mechanism.

In addition to revising the amount available for exclusion under existing global budgets, Maryland can
also propose additional exclusions under the Medicare Hospital Global Budgets that are effective January
1, 2028. As stipulated in section 12(a)(iii) of the State Agreement, “the State may propose additional
services to be added to the list of exclusions in the financial specifications for the CMS-Designed Hospital
Global Budget Methodology for Medicare FFS. This proposal must include:

1. A definition of additional services to be excluded from the CMS-Designed Hospital Global Budget
Methodology for Medicare FFS, as described in this Section 12;
2. A policy explanation for each set of excluded services, which considers various factors such as:
o Disproportionate cost growth for certain services driven by factors outside of the control of
hospitals;
e The innovative nature of certain areas of care, such as high-intensity quaternary and tertiary
care;
e The statistical reliability of the volume of services provided in a year”?

The HSCRC identified (1) revenue associated with high-cost drugs, (2) complex tertiary/quaternary care,
and (3) certain low volume surgeries as volumes potentially appropriate for carve-out under AHEAD,
given that these services are often unpredictable and often characterized by high volume variability and
high-cost. While this recommendation is focused on Maryland’s global budget, the State plans to use the
approach developed as a starting point for discussions with CMS.

High-cost outpatient physician-administered drugs were prioritized under the TCOC Model 5 percent
carve-out allotment given the volume volatility and high-cost nature of these therapies. The Commission
approved use of a quantitative evaluation to identify eligible drugs which are funded at 100 percent of
drug costs through the CDS-A policy.2 Based on this approach, 2.1 percent of total hospital in-state
revenue is carved out of hospital GBRs. Not using the entire 5 percent in one year provided enough
cushion in the model for growth and future additions of new emerging innovative therapies.

Staff and stakeholders generally support the continuation of high-cost outpatient drug carve-outs
identified in the CDS-A Policy under AHEAD albeit with refinements to align with Center for Medicare and
Medicaid Innovation’s (CMMI) drug carve-out list. As there is already a carve-out for these drugs that was
revised relatively recently, Staff felt that revisions to this policy could wait to be implemented co-incident
with the shift to separate Medicare Hospital Global Budgets. However, complex tertiary/quaternary care,
some of which was handled under the Complexity and Innovation Policy as well as certain low volume
surgeries were flagged by staff and stakeholders as potential areas of opportunity which necessitate new
policy development and/or refinements.

!Amended and Restated AHEAD Model Maryland State Agreement
https://hscrc.maryland.gov/Documents/AHEAD/Amended%20and%20Restated%20AHEAD%20Model%20Marylan
d%20State%20Agreement_vFinal State%20signed CMMI%20Signed vPublic.pdf

2 proposed Revisions to Outpatient High-Cost Drug Funding Policy
https://docs.google.com/document/d/1VZOCwRnlaaPVrQsjl39rGEpwTFfh9wgX/edit



https://hscrc.maryland.gov/Documents/AHEAD/Amended%20and%20Restated%20AHEAD%20Model%20Maryland%20State%20Agreement_vFinal_State%20signed_CMMI%20Signed_vPublic.pdf
https://hscrc.maryland.gov/Documents/AHEAD/Amended%20and%20Restated%20AHEAD%20Model%20Maryland%20State%20Agreement_vFinal_State%20signed_CMMI%20Signed_vPublic.pdf
https://docs.google.com/document/d/1VZOCwRnIaaPVrQsjJ39rGEpwTFfh9wqX/edit

Low volume Surgical Service Lines

Through various statistical analyses done in 2025 to assess the reliability of service lines included in the
State’s Market Shift Adjustment policy, staff identified and recommended seven surgical service lines for
possible exclusion due to their low volumes.2 These service lines make up approximately 2.5 percent of
all in-state revenue and include Endocrinology Surgery, Ear Nose and Throat (ENT) Surgery,
Gynecological Surgery, Ophthalmologic Surgery, Thoracic Surgery, Urological Surgery, and Ventilator
Support.

While stakeholders generally acknowledged that excluding low-volume surgical service lines could
improve market shift reliability, concerns regarding impact on reimbursement, TCOC savings target and
access implications led to further evaluations by staff on whether or not to completely carve-out these
service lines. Analyses conducted by staff revealed that while these service lines were characterized by
low or declining volumes, they also experienced the most growth in acuity levels, hence, fewer but sicker
patients seeking care in the most appropriate setting. Hospital-specific evaluations on volume variability
for these service lines between FY 2023 and FY 2025 also showed relative stability and as such staff
ruled out the decision to carve out these service lines entirely. However, some cases contained within
these service lines could be eligible for carve-outs under AHEAD should they meet the expanded
quaternary and tertiary care definitions/criteria.*

Figure 1. FY 2023 — 2025 Top Service line Volume and Acuity Growth

FY23-FY25

FY23-FY25 ECMAD

Product Line FY23CMI FY24CMI  FY25CMI  CMI Growth Growth
IP Transplant Surgery _ 7.33 7.97 8.14 11% 11%
Ophthalmologic Surg | 1.48 1.3 1.54 5% 38%
Urological Surgery 1157 1.61 164 5% -3%
Endocrinology Surgery 122 123 127 4% -53%
Gynecological Surg 114 1.16 1.18 4% -11%
‘Spinal Surgery | 231 240 238 3% 1%
Vascular Surgery i 2.70 276 2.78 3% 0%
Infectious Disease 114 1.16 117 3% 16%

Restricted to product lines with Case Mix Growth (CMI) growth rates >= the average growth rate of 3 percent and CMI >= 1.00
between FY23 and FY24

Complex Tertiary and Quaternary Care Services

In CY 2020, Staff developed and the Commission approved the Complexity and Innovation Policy, which
determined prospectively through a case-mix acuity and cell dominance approach, highly specialized
care. Highly specialized care as defined by the policy includes unique and costly tertiary and/or
quaternary services, such as organ transplants, that are typically performed at academic medical centers.
To qualify for the policy, hospitals must exhibit a 95 percent cell dominance for procedures related to that
service and the case must have a case-mix index of 1.5 or greater.5 Currently, about 2.7 percent of

3 Final Recommendation for Market Shift Refinement
https://docs.google.com/document/d/1k8PbDWNoE594AGLeBfvbLAIMtMXnB6ch/edit

4 See figure 3 on definitions and criteria for identifying tertiary and quaternary care and Appendix 6 with the
details

5 Final Recommendation for a Complexity and Innovation Policy https://hscrc.maryland.gov/Documents/global-
budgets/2023%20Website%20Update%20Files/Final%20Innovation%20Policy%20v3%20%28002%29.pdf



https://docs.google.com/document/d/1k8PbDWNoE594AGLeBfvbLAIMtMXnB6ch/edit
https://hscrc.maryland.gov/Documents/global-budgets/2023%20Website%20Update%20Files/Final%20Innovation%20Policy%20v3%20%28002%29.pdf
https://hscrc.maryland.gov/Documents/global-budgets/2023%20Website%20Update%20Files/Final%20Innovation%20Policy%20v3%20%28002%29.pdf

Maryland in-state, all-payer revenue is funded through the Complexity and Innovation Policy but funding
is limited to the States Academic Medical Centers (AMCs).

Staff and Stakeholders believe that with the expanded maximum GBR carve-outs from 5 percent under
TCOC to 15 percent under AHEAD, there is opportunity to revise the definitions of “highly specialized
care” to capture more services previously defined as population-based though not well suited to fixed
global budgets given their high cost, innovation-driven and volume variable nature. The Carve-out Policy
will replace the current Complexity and Innovation policy and staff intention is to develop an approach that
prioritizes highly complex, innovative quaternary and tertiary care typically occurring at academic medical
centers while recognizing that other complex care non-academic hospitals may provide services that are
unique and costly and therefore expand the highly specialized care definition to include those hospitals.

Procedure Code Based Approach

Staff initially sought to leverage the Current Complexity and Innovation Policy framework to define highly
specialized care meriting carve-out from population-based methodologies albeit without the nuances
associated with the methodology such as cell dominance scenarios, and cost to charge conversions for
supplies and drugs. Using the International Classification of Disease (ICD) procedure codes identified
under the Current Complexity and Innovation Policy at 95 percent cell dominance and 1.5 CMI thresholds
at AMCs, staff isolated procedure codes that meet this criteria statewide to identify eligible cases and
carve-out magnitude. Then the cell dominance thresholds were lowered in decrements of 5 percent,
stopping at 70 percent while CMI was increased by 0.1 stopping at 2.0 in each scenario, with the goal of
increasing carve-out eligible volume statewide to a level that was reasonable while still prioritizing tertiary
and quaternary care at the AMCs.®

Figure 2. FY 2025 Statewide Total Charges based on Adjusted Procedure Cell Dominance and CMI
Thresholds

Total charges (in millions $)
(AMC & Non-AMC)

Cell Dominance Threshold

Charges as a % of total in-
state revenue
AMC & Non-AMC

Cell Dominance Threshold

Staff believes that procedure codes are generally objective and do a better job at isolating specific, highly
intensive services; however, they are more frequently subjected to changes making them unstable.
Stakeholders argued that the ever-changing nature of procedure codes further complicated the current
Complexity and Innovation policy subjecting it to more frequent updates and making it hard for hospitals
to predict volumes and therefore they generally expressed a desire to move away from a procedure-
based approach in favor of one using Diagnosis Related Groups (DRGs).

6 See appendix 1: Complex cases at AMC versus Non-AMCs using high end and low-end Procedure-based
dominance thresholds



Medicare Severity Diagnosis Related Group (MS-DRG) Based Approach

Stakeholders expressed support for a simpler carve-out approach that has stable, clear definitions and
enables modeling. Several recommended using a DRG based approach such as the Sg2’s tertiary and
quaternary DRG list to define eligible services. CMMI, while indicating a strong preference for using a
transparent, non-proprietary approach, also indicated a strong preference towards an MS-DRG based
approach for defining carve-out eligible services for reasons of payment simplicity.” CMMI also stated
that alignment on a list of carve-out services and not a methodology to arrive at an annual carve-out list
was preferable. While staff believe that using DRGs erodes procedure specificity, for purposes of
alignment, simplification and transparency, staff have pivoted to an MS-DRG based approach for defining
eligible carve-out services.

Establishing a Definition of Highly specialized care for carve-out consideration

Highly specialized and complex care refers to advanced tertiary and quaternary services for rare or life-
threatening conditions delivered at the highest levels of care, for this purpose, Staff have defined that
specifically as tertiary and quaternary care at AMCs8 and tertiary care at Maryland Institute for Emergency
Medical Services Systems (MIEMSS) and National Cancer Institute (NCI)-designated specialty centers.®

Cases considered for carve-out under this policy must meet all three of the following criteria:

Highly
Specialized/ High Acuity
Complex care

Highly Variable &
Unpredictable

Measured by AMC/Specialty Measured by volume, costs, or
dominance, limited number of Measured by case-mix index length of stay variability within and
hospitals with cases within a DRG across hospitals within a DRG

It is important to note that high acuity does not necessarily always equate to highly specialized care.
Highly acute and specialized care includes services often delivered at a limited number of specialty
designated hospitals such as burn care, NICU and Trauma services. These services will be eligible for
carveouts. On the other hand, highly acute but not specialized care includes cases with a high CMI but for
which services have greater volume dispersion, such as cardiac services. While cardiac services are also
highly acute there are 24 cardiac centers in the state and volumes are broadly distributed across all
hospitals, indicating that they are relatively accessible rather than highly specialized. As such some of
these services are less obviously suitable for carve-outs. Services prioritized for the carve-out should also
be unpredictable or inconsistent in terms of cost, volume, length of stay, or care pathway. These types of
cases are not ideal for a population-based methodology due to their variable nature and therefore would
be identified as carve-out eligible.

Staff developed a formulaic approach, which is described in Figure 3, to identify potential carveouts and
modeled two scenarios. Appendix 6 of this draft recommendation outlines the methodology in detail.

7 Due to the desire to align with CMMI this policy uses MS-DRGs and not APR-DRGs, that are used in most HSCRC
policies. All references to DRGs should be assumed to reference MS-DRGs

8 A limited number of hospitals with advanced resources for treating highly complex cases

9 Alimited number of hospitals with specialized programs and resources for treating highly complex cases within a
given specialty such as trauma, NICU, cardiac specialty designations



Figure 3. Formulaic DRG-Based Approach to Identify Highly Specialized Care™®

Apply AMC cell dominance
and CMI thresholds to
identify additional
quaternary DRGs

Pull inpatient CY 2025
Case-mix data,
restricting the analysis to
Maryland resident cases

Define Quaternary care
as MS-DRGs with a pre-
MDC (DRGs 001 -019)

Apply the specified AMC and Define specialty care

specialty hospital cell hospitals using MIEMSS
Validate DRG list dominance and CMI designations or NCI

thresholds to identify tertiary designation for

DRGs within specialty MDCs Oncology)

Scenario 1 - More restrictive

Included all “pre-MDC” categories (DRGs 1-19), quaternary and tertiary services at AMCs with a cell
dominance of 50 percent and CMI of 2.5, Burn cases at a 90 percent cell dominance threshold and 1.5
CMI, Trauma at 50 percent cell dominance and a 2.5 CMI and NICU cases with a 60 percent cell
dominance and 1.5 CMI. The pre-MDC DRGs were included because, by definition, they represent a set
of highly specialized services. For the remaining categories thresholds were set based on the observed
distribution of cases in that category in order to balance inclusion of high acuity services with the relative
level of dispersion in that service area. In this model only the Burn, Neonatal Intensive Care Unit (NICU)
and Trauma specialties were included as they are the only categories with MIEMSS designation which
represent services delivered by only a few select hospitals. Using FY 2025 case-mix data this scenario
rendered 48 DRGs amounting to 1.4 billion in total charges, the equivalent of 6.8 percent of in-state
revenue of which 63 percent was delivered at AMCs (See Figure 4).

Figure 4. More Restrictive Scenario Results

Total carve out charges % of In-state revenue* Number of DRGs
48

$1.4B 6.8%

% AMC Contribution to Carve % Specialty Hosp Contribution % Other Hosp Contribution to

out charges to Carve out charges Carve out charges
63% 17% 20%
Tertiary
Categories
Pre-MDC AMC
(DRGs 1- Domi Cardiac Stroke Burn Trauma NICU Oncology
19) ominance
Do - 50% - 90% 90% 50% 60% -
CcMI - 25 - 1.5 1.5 2.5 1.5 -
Charges in
$!IJVI $654.5 $190.2 - - $15.4 $ 3311 $240.5 -

10 process relies on DRG and Major Diagnostic Categories (MDC) for analysis



Scenario 2 - Less Restrictive with Clinical Edits and Refinements

Realizing that there are some areas of highly specialized care that are not captured by the more
restrictive scenario, staff revised scenario 1 to incorporate cardiology cases at 90 percent cell dominance
and 2.5 CMI and oncology cases at 60 percent cell dominance with 1.5 CMI. Using FY 2025 case-mix
data, this scenario renders an additional 18 DRGs bringing the total DRGs eligible for carve-outs to 78.
Staff used this list of 78 as the starting point for further clinical review and refinement.

Initial clinical evaluations flagged DRGs related to cardiac valves for removal from the carve-out lists
given the high level of dispersion across hospitals. However, hospital stakeholders argued for their re-
statement given their high clinical acuity and specialization. Staff have re-instated the DRGs related to
cardiac valves identified by the methodology to the carve-out list but will monitor them on an annual basis
as potential advances in technology and dispersion could warrant removal in the future.

Spinal fusion DRGs, cardiac defibrillator DRGs, AICD and certain cardiac device implant DRGs that made
the list based on the algorithm were later determined based on clinical review as not carve-out eligible.
These DRGs were deemed as “standard of care” and not highly specialized given the level of dispersion
across hospitals despite their high levels of acuity."” These DRGs were subsequently manually removed
from the staff proposed carve-out list, reducing the list to 66 DRGs. These 66 DRGs constituted the
proposed carve-out list included in the staff draft recommendation.

DRGs flagged for further Investigation and additional DRGs

Staff noted in the draft recommendation, specific DRGs that were included on the carve-out lists strictly
based on the algorithm but which warranted further investigation into eligibility per the carve-out criteria.
These included the two NICU DRGs (789 & 790), and DRGs 04, 492, 515, and 653.

1. NICU DRGs (789 - Neonates, Died or Transferred to Another Acute Care Facility & 790 -
Extreme Immaturity or Respiratory Distress Syndrome, Neonate): After further review and
stakeholder feedback, Staff agree that MS DRGs lack the specificity needed to identify neonatal
complexity. DRGs 789 and 790 also have a high level of dispersion across hospitals statewide.
Furthermore, carving out these DRGs coupled with declining NICU volumes statewide could
create access to care or financial risks for hospitals. Therefore, staff are proposing to remove this
DRGs from the carve-outs list and maintain them in hospital global budgets at this time.

2. Trauma DRGs (492 - Lower Extremity and Humerus Procedures Except Hip, Foot and
Femur with MCC & 515 - Other Musculoskeletal System and Connective Tissue O.R.
Procedures with MCC): Staff evaluation shows that these DRGs have a high dispersion
statewide with cases reported at 35 of the state's acute care hospitals. Staff also noted that the
algorithm influenced their inclusion on the carve-outs list, as the quantifying statistics supporting
inclusion for both DRGs are quite marginal. Trauma quantifies DRGs for inclusion at 50 percent
cell dominance and a case-mix threshold of 2.5 or higher. DRGs 492 and 515 have case-mix
thresholds of 2.6 and 2.5, respectively. These DRGs also do not exist on the CMMI list and for
alignment purposes, staff proposes removing them from the HSCRC Carve-outs list.

3. DRG 04 - Tracheostomy with MV >96 Hours or Principal Diagnosis Except Face, Mouth and
Neck without Major O.R. Procedures: DRG 04 is highly dispersed statewide; however, because
it is classified as a pre-MDC DRG, typically denoting a highly intensive procedure, staff proposes
maintaining it on the list. Doing so is consistent with the CMMI list which also includes all DRGs
with a pre-MDC classification.

11 See Appendix 4: DRGs that Made Carve-out List but were Removed Upon Clinical Review



4. DRG 653 - Major Bladder Procedures with MCC: This DRG tends to be characterized by low
and variable volumes, the majority of which are reported at the academic medical centers (50
percent). Non-academic hospitals report an average of fewer than 2 cases annually. Therefore,
staff have resorted to keeping this DRG on the list. Maintaining this DRG on HSCRC'’s Carve-out
list will align with the CMMI list which includes it.

As advocated for by hospitals, two craniotomy DRGs (024 & 026) have been manually added to the
carve-outs list. While these DRGs did not meet the staff algorithm to qualify on the margins, they are part
of DRG severity families for which the higher severity DRG exists on the carve-out list. Adding these
DRGs could potentially prevent any potential unintended consequences of this policy specifically related
to upcoding. Both DRGs also exist on the CMMI list and thus adding them to the HSCRC list improves
alignment.

Post clinical edits and refinement, Staff is recommending 64 DRGs for carve-outs, this list can be found in
Appendix 2. Statewide these DRGs amount to $1.7 billion in total charges, equivalent to 8.4 percent of
total in-state revenue. This list prioritizes highly specialized care performed at AMCs (61 percent of total
charges), tertiary services performed at specialty hospitals (23 percent of total charges) and tertiary
services at other community hospitals (16 percent of total charges) (See Figure 5).

Figure 5. Less Restrictive Scenario Results with Clinical Edits

Total In-state Carve-out
Charges

$1.7B 8.4%

% of Total In-State Revenue Number of DRGs

»
LI

% AMC Contribution to Carve- % Specialty Hosp Contribution % Other Hosp Contribution to

out Charges to Carve-out Charges Carve-out Charges
61% 23% 16%
Categories Pre-MDC AMC ]
(DR;(S)S 1- Dominance Cardiac Stroke Burn Trauma NICU Oncology
Cell
g - 50% 90% 90% 90% 50% 60% 60%
Dominance
- 25 25 1.5 1.5 25 1.5 15
Charges in
$654.5 $96.5 $568.1 - $15.4 $344.9 - $66.5

M

The staff methodology did not include specific specialty designations for other service lines such as
orthopedics or neurology, as Maryland does not issue standalone specialty hospital licenses for those
services. Hospitals specialty status for these programs is typically designated through hospital
accreditation, clinical ratings and the presence of a state-sanctioned Trauma Center. The staff
methodology includes MIEMSS designated Trauma Centers which captures DRGs that are highly
specialized pertaining to these service lines.

Funding and Implementation

Effective July 1, 2026, the Commission will begin using the service Carve-out DRG list to identify carve-
out volumes at Maryland hospitals. Carve-out DRGs are mapped to rate centers and associated rate
center revenue and volumes will be deducted from hospital GBRs and funded on a unit rate basis. From
FY 2027 all payers, including Medicare, will charge at the approved unit rate. In CY 2028 when the State
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transitions to non-Medicare global budgets, hospitals will charge at the unit rates for all payers while
Medicare will pay at the DRG level.

Staff recommend that all in-state cases with DRG assignments on the Carve-out list, regardless of
whether they are seen at an AMC, specialty or community hospital, be removed from all eligible volume
methodologies and instead be funded at a 100 percent variable cost factor (VCF) to prevent any duplicate
funding.'? As such, hospitals will be held 100 percent liable for changing volumes associated with these
cases. Funding for all other cases, not eligible for carve-outs, will maintain the respective inpatient
medical and surgical service line VCFs. The Carve-out Policy will replace the current Complexity and
Innovation Policy therefore, any prospective adjustments relevant to that policy will be reversed once the
carve-out policy is approved and in effect; retrospective adjustments for FY 2025 and 2026 will be made.
Staff will continue to include carve-out eligible volumes in the Integrated Efficiency Policy and the various
quality pay for performance programs and PAU Redistribution Policy.

Baseline Volumes

Staff are aware that volumes eligible for carve-out will vary across hospital types, so it is important to set
base line volumes at the hospital specific level that are appropriate and reflect true hospital activity. Year
over year hospital performance will be measured against the baseline to determine hospital carve-out
growth or decline. Hospital baselines will be set using Calendar Year (CY) 2025 performance inflated to
FY 2027. However, due to the volatile nature of these services, hospitals with small volumes will have
their baselines established using an inflated three-year average.'® Staff have assessed the magnitude of
hospital-specific carve-out volumes over the last three years and although there were slight fluctuations in
percentile distributions, hospitals in the bottom two quintiles (quintiles 4 & 5) were consistent across all
three years.'* As shown on the graph below, small volume hospitals will include those hospitals in
quintiles 4 and 5.

12 \/olume methodologies including but not limited to Market Shift Adjustment, Demographic Adjustment, Surge
Funding, Out-of-State and Repatriation/Expatriation

13 The carve-out baselines for small volume hospitals will average their CY 2023 to CY 2025 performance inflated to
FY2027

1 Three years evaluated include CY 2023 — CY 2025



CY 2025 Carve-out Revenue
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Figure 6. Hospital-Specific Carve-outs Baseline
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Additional Considerations
Outpatient Cosmetic Surgery Exemption

HSCRC has long permitted hospitals, who meet the requirements of the program, to provide discounts
below approved rates for some cosmetic surgeries. For the most recently reported four quarters statewide
charges under this program were $1.3 million or approximately 0.01 percent of statewide regulated
revenue across 5 hospitals (payments were significantly less since discounts are provided). In response
to stakeholder advocacy and to allow greater flexibility, Staff recommend revenues charged in compliance
with this program also be carved out of the global budget. Given the minimal revenue involved, no global
budget adjustments will be made for this carve out, however, staff agree that these revenues will no
longer impact year end GBR compliance.

Monitoring and Updating of Carved Out Services

The list proposed in this recommendation will be used for carve-outs in FY 2027 and may be modified for
future periods as follows:

1. CMMI List: Staff will work with CMMI on the carve out list under their Hospital Global Budgets
and where possible update the Maryland list to match the final CMMI list in CY 2028. CMMI has
also indicated flexibility in refining their lists for purposes of alignment and are open to further
discussions around collectively updating the carve-out lists annually.

2. Adding DRGs: Staff will annually review DRG updates to consider if new DRGs should be added
to the carve out list

3. Removing DRGs: Staff will annually review utilization of DRGs on the carve-out lists and
consider removing DRGs which have diffused across a majority of hospitals and that may no
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the global budget for dropped DRGs based on recent utilization levels. Such adjustment will only
be made once diffusion is believed to be complete to avoid locking into the global budget
utilization patterns that do not reflect the end state of diffusion.

Program Monitoring: Staff will monitor utilization across carved out DRGs to ensure there are
not unintended consequences opposed to the goals of the carve out, the HSCRCs regulatory
mandate or the AHEAD model and make changes should unintended consequences be noted.

AHEAD Carve-out Limit: Staff will monitor overall utilization to ensure compliance with the
carve-out limit under the AHEAD model and consider changes to ensure the most appropriate
use of the carve out should the State be close to the 15 percent cap.

Any changes contemplated under the bullets above will be shared with the relevant HSCRC workgroups.
Material changes under any of these provisions will be subject to Commission approval.

Stakeholder Feedback

Staff received comment letters from 13 stakeholders which have been broadly categorized into eight
areas of concern as depicted in the table below.

Figure 7. Summary of Public Comments

Key Topics

UMMS

JHHS

Adventist

UPMC

Luminis

MedStar

LifeBridge

MWPH

MHA

CareFirst

Autolus
Therap.

Gilead
Sciences

Cancer
Support
Community

Implementation Timing &
Readiness

NICU/ Newborn DRGS

Out-of-State Patients

Funding Mechanics &
Payment Methodology

Operational Mechanics,
Compliance, and C&I
Transition

Scope of Eligible
Services & Applicability
Beyond AMCs

Alignment with CMMI &
AHEAD Transition

CAR-T and Innovative
Therapies

Staff will address each stakeholder comment below

1.

NICU / Newborn DRGs 789 & 790: Multiple stakeholders recommend removing the
proposed NICU/newborn DRGs from the carve-out list or evaluating them separately, often
noting that MS-DRGs are not sufficiently refined for neonatal complexity and that carve-out
treatment could create access, transfer, or financial risks
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Figure 8. Summary of NICU/Newborn DRGs Comments

Organization

Summary of Comments

Adventist recommends removing the two NICU MS-DRGs from the carve-out list and evaluating NICU separately. They note that MS-DRGs are not

Adventist well suited to identifying highly specialized neonatal care and that moving NICU services fully to volume-based reimbursement could jeopardize
access.
MHA MHA supports further consideration of the two NICU DRGs and notes that the MS-DRG system lacks the specificity and clinical precision needed to
assess whether neonatal cases meet the criteria for highly specialized care.
JHHS JHHS says NICU MS-DRGs should not be included in the carve-out list because MS-DRGs do not adequately differentiate more complex from less
complex neonates and APR-DRGs are more appropriate.
Luminis Luminis supports further study of the two NICU DRGs rather than including them in the carve-out list now, stating that the current MS-DRG structure
may not be sufficiently refined to account for complexity and intensity of care.
UMMS UMMS recommends removing newborn cases from the carve-out methodology. They note that inclusion would increase the carve-out percentage by
over 1% and that the newborn MS-DRG definitions capture more standard-of-care cases than the carve-out is intended to include.
MedStar says NICU services need further evaluation; the letter supports staff's intent to include NICU services conceptually but says MS-DRGs are
MedStar . ; . . Sr .
not designed for this patient population and recommends considering an alternative methodology.
MWPH asks that DRGs 790 and 789 not be carved out and instead remain in hospital global revenue budgets, noting that approximately 24% of its
MWPH

annual net revenue comes from neonates and 200-250 of these cases transfer from acute care hospitals each year, making the carve-out a financial
threat to its broader services.

Staff Response: After further review and stakeholder feedback, Staff agree that MS DRGs lack the
specificity needed to identify neonatal complexity. DRGs 789 and 790 also have a high level of
dispersion across hospitals statewide. Furthermore, carving out these DRGs coupled with declining NICU
volumes statewide could create access to care or financial risks for hospitals. The staff priority on carve-
outs is to maintain access to neonatal services in a way that is manageable for all hospitals and in
agreement with Stakeholder comments, Staff believe that NICU DRGs should not be carved out at this
time. Removing these DRGs from the carve-outs list should promote continued access.

2. Out-of-State Patients: Several stakeholders recommend applying the carve-out
methodology consistently regardless of patient residency. These commenters argue that
once a service meets the carve-out criteria, reimbursement should follow the characteristics
of the service rather than whether the patient is in-state or out-of-state, both to reduce
administrative complexity and to support consistent payment for specialized referral care.

Figure 9. Summary of Out-of-State Patients Comments

Organization

Summary of Comments

Adventist recommends applying the carve-out policy uniformly regardless of patient residency, arguing that different reimbursement rules for in-state

Adventist and out-of-state patients create unnecessary administrative complexity and payment variation.
JHHS JHHS recommends applying the carve-out methodology to all volumes regardless of state of origin, arguing that the AHEAD 15% limit is measured
on in-state revenue only and that a bifurcated approach would create unnecessary operational and compliance complexity.
UMMS UMMS says the carve-out policy should include both in-state and out-of-state patients because identification of excluded GBR cases should occur
before separating revenue into carve-out volume and hospital global budget volume.
UPMC UPMC advocates including out-of-state volumes in carve out methodology because about 20% of its specialized service volumes come from
Pennsylvania and West Virginia.
MedStar MedStar says the draft’s in-state limitation is inconsistent with the intent of carving out high-cost and unpredictable services from hospital global

budgets and recommends expanding the policy methodology to out-of-state patients.

Staff Response: Staff agree that carve-outs should also apply to out-of-state volumes, however, AHEAD
Model Savings Tests as stipulated in the State Agreement will be assessed on in-state volumes only. The
carve-out DRG list will be determined using in-state volumes only but reimbursements for DRGs identified
as carve-out eligible will be applied consistently across in-state and out-of-state volumes. Out of state-of-
state carve-outs amounts to about $226.6 million statewide in FY 2027.
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3. Implementation Timing and Readiness: Stakeholders are divided on implementation

timing. Some supported a July 1, 2026, start or a phased or opt-in opt-out approach, and
others recommended delaying implementation to January 1, 2027, or July 1, 2027, to allow
more time for technical review, operationalization preparation, and the resolution of
outstanding policy questions. A subset of commenters specifically tied this timing concern to
hospital compliance, revenue monitoring, or financial volatility.

Figure 10. Summary of Implementation Timing and Readiness Comments

Organization

Summary of Comments

Adventist HealthCare (Adventist) supports implementation effective July 1, 2026 and, if statewide implementation is not feasible, suggests an

Adventist optional pilot approach.
MHA Maryland Hospital Association (MHA) requests that HSCRC consider allowing hospitals to opt into the policy beginning January 1, 2027 instead of
July 1, 2026 if operationally feasible.
Johns Hopkins Health System (JHHS) supports the July 1, 2026 effective date but suggests voluntary implementation on July 1, 2026 for systems
JHHS S - : L )
that are ready and statewide implementation on January 1, 2027 for systems needing additional time.
Luminis Luminis Health (Luminis) recommends delaying implementation until January 1, 2027 at the earliest because the review and implementation timeline
is too compressed.
CareFirst CareFirst says implementation should be delayed by at least six months so stakeholders can assess the financial and operational implications of the
policy.
UMMS University of Maryland Medical System (UMMS) supports implementation on July 1, 2026 and argues the policy should be implemented now to
ensure hospitals are adequately reimbursed for high-acuity care.
UPMC Western Maryland (UPMC) supports July 1, 2026 implementation for AMCs already familiar with carved-out services, but requests the option
UPMC ) : X )
of January 1, 2027 implementation for other hospitals newly subject to carve-outs.
LifeBridae LifeBridge Health (LifeBridge) recommends delaying the effective date until January 1, 2027 to allow communication with clinical stakeholders and a
9 transition period for monitoring and financial recording changes.
MedStar MedStar Health (Medstar) recommends delaying implementation until July 1, 2027 and says more time and due diligence are required to avoid

unintended consequences.

Staff Response: Staff acknowledge the quickness of the carve-outs list generation and implementation
and are sympathetic to the industry concerns on readiness and timing however, the State committed to a
July 1, 2026, carve-out start date. Staff also perceive that an opt-in opt-out approach to implementation
could present challenges related to other volume policy calculations, for example the market shift
calculation given the variations in associated variable cost factors for GBR versus Carve-out volumes. An
opt-in opt-out approach could also inadvertently create an unfair market advantage for early adopters
which could affect the AHEAD Savings test Funding Mechanics and Payment Methodology.

4. Funding Mechanics and Payment Methodology: Stakeholders raise a range of comments
on how carved-out services should be funded. Comments include support for using MS-
DRGs as a stable basis for identifying cases, as well as objections to paying at 10 percent of
hospital charge per case. They also include recommendations for service-line-specific
variable cost factors or rate-center baselines. There are competing views on whether carved-
out services should be paid at HSCRC-approved rates or on a DRG basis. Stakeholders also
raise concerns about how funding design could affect incentives, predictability, and revenue
adequacy.
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Figure 11. Summary of Funding Mechanics and Payment Methodology Comments

Organization Summary of Comments
; CareFirst recommends using DRG payments for carve-out services rather than the older HSCRC rate-setting approach, arguing that DRG payments
CareFirst o ) ) ; .
better align incentives and would help avoid creating a third payment system under AHEAD.
Luminis opposes funding 100% of hospital charge per case, recommending service-line-specific variable cost factors and standardized charge-per-
Luminis case caps. Luminis also recommends retrospectively adjusting revenue for CON-approved carve-out projects, citing its 50% VCF open-heart
program as underfunded, and emphasizes that methodology is as critical as the carve-out list itself.
JHHS JHHS proposes establishing baselines at the rate-center level using CY 2025 experience and FY 2027 approved rates rather than embedding CY
2025 rates with a uniform inflation assumption.
UMMS UMMS supports using MS-DRGs in the carve-out policy and sunsetting the current Complexity & Innovation policy because a DRG approach
provides greater stability and operational consistency.
oo LifeBridge recommends developing a process to monitor real-time growth in carve-out / excluded cases and any associated unintended lower-
LifeBridge . . A ! ; .
complexity volume movement, allowing for a more responsive market-shift adjustment funded at a 100% variable cost factor.
MedStar MedStar says carved-out services should continue to be paid at HSCRC-approved rates, not on a DRG basis. The letter opposes creating a new all-

payer DRG case-rate system during the AHEAD transition.

Staff Response: Staff are not proposing to change the draft recommendation but will like to provide
further clarity that the Staff approach is to identify carve-out volumes using DRGs and fund on a unit rate
basis as under the current system. Carve-out DRGs map to rate centers and associated rate center
revenues and volumes will be deducted from hospital GBRs.

Moving to a DRG-based reimbursement would require significant changes to current rate setting practices
and places additional burden on the system during the AHEAD transition. From FY 2027, all payers,
including Medicare, will be charged at the approved unit rate. In CY 2028 when the State transitions to
non-Medicare global budgets, hospitals will charge at the unit rates for all payers while Medicare will pay
at the DRG level. Payment at 100 percent of hospital charges is consistent with CMS’s approach to
carve-outs. Staff do not expect this to impact the cost shift approved by the Commission in January 2026
as that amount is stated in fixed dollar terms.

5. Operational Mechanics, Compliance, and C&I Transition: Many commenters emphasize

that important technical and operational questions remain unresolved. Stakeholders raise
concerns about compliance monitoring, reconciliation, interaction with other HSCRC policies,
transition from the Complexity & Innovation policy, revenue monitoring, and how the policy
would function in practice once implemented. Several recommend further technical
evaluation or workgroup discussion before or during rollout.

Figure 12. Summary of Operational Mechanics, Compliance, and C&Il Transition Comments

Organization

Summary of Comments

MHA says operational and process questions remain, including how the carve-out policy will interact with market shift and how HSCRC would

MHA evaluate changes to the carve-out list if excluded revenue approaches the AHEAD 15% cap.
JHHS requests clarification on the transition from the Complexity & Innovation policy, including how current C&l revenue will be assigned to carve-
JHHS out cases, how retrospective FY 2025 and FY 2026 C&I adjustments will be calculated, and how year-end global budget compliance will be
determined in the transition year.
Lumini Luminis says technical and operational questions remain related to implementation, compliance monitoring, and reconciliation, and argues these
uminis ; ) : . . i T :
issues should be addressed before implementation to avoid financial volatility and administrative burden.
UMMS UMMS recommends convening a workgroup to address rate mechanics and other policy impacts so staff and hospitals can develop an agreed-upon
implementation and management approach.
LifeBridge LifeBridge cites the need for a transition period to change revenue monitoring and financial recording practices.
MedStar MedStar says numerous implementation questions remain, including effects on Market Shift, Repatriation/Expatriation, Out-of-State, Deregulation,

and Efficiency, supply and drug compliance, unit rate pricing, coding delays, and possible reporting requirements.

Staff Response: The table below shows the impact of the Carve-out Policy on various HSCRC policies
and how those policies will be amended to avoid duplicate funding. Staff anticipate revisiting all of these
policies in the fall of 2026 as part of the planning process for the transition to Medicare Hospital Global
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Budgets in 2028 and specific details regarding the treatment of the carve-outs will be incorporated in that

process.

Figure 14. Carve-out Impact on HSCRC Policies

HSCRC Policy Proposed Action

FY 2027 Marketshift assesses CY 2025 performance over CY 2024. Baseline volumes for carve-outs will be set
using CY 2025 performance and the volume excluded in both Market shift base and performance years when

Market Shift Adjustment

Repatriation/Expatriation Adjustment

Complexity and Innovation Policy

Out of State (OOS) Policy
Deregulation Adjustment

Surge Funding Policy

Demographic Adjustment
Integrated Efficiency Policy

Quality Pay for performance programs

CY 2025 becomes the market shift base

FY 2027 Repatriation/Expatriation assess CY 2025 performance over CY 2024. Baseline carve-out volumes will
be setusing CY 2025 performance and the volumes excluded from the assessment periods
The carve-outs will replace the current complexity and innovation policy. All propective FY 2027 Complexity
and Innovation adjustments will be reversed
FY 2027 Out-of-State assesses FY 2025 performance. Baseline volumes will be stusing CY 2025 performance
and the volumes excluded from the assessment periods
Carve-outs will notapply. The current Deregulation Policy is an outpatient only assessment
FY 2027 Surge funding will assess FY 2025 performance over a FY 2019 base. Depending on the magnitude 1). If
small, deduct out the hospital-specific carve-outvolume proportion from the final surge allottment 2). If
large, create a 2 month lag in experience data reporting to allow hospitals to distinguish between carve-out

and GBRvolumes

Inflate the CY 2025 carve-out baseline by the FY 2027 demographic adjustment. Exclude out actual carve-out
volumes from the FY 2027 demographic assessment

Carve-outvolumes will be included in assessment periods
No distinction will be made to hospital volumes in quality assessments. Carve-out volumes will still be

subjectto all quality programs

Carve-outs will not be subjected to compliance corridors, but actual rates and unit rates charged on the
carve-out volumes will still need to be reconciled at year end. In order words, GBR volumes and carve-out
volumes will be charged at the same rates. So, if a hospital undercharges its rates, it also undercharges
its carved-out rates. At year end, a reconciliation must be done to calculate the amount of revenue that
would have been charged had the carved-out rates been charged at actual and the resulting value
applied as settlements to the GBR as shown on Figure 14 below. Reconciliations will only apply to non-
Medicare volumes in CY 2028. HSCRC staff are committed to working with hospitals in the first year of

operation to review and determine charging appropriateness and any additional considerations.

Figure 14. Compliance Example

Global Budgets

Carve-outs
E F=D*E

Settlements

B
Budgeted
Compliance Budgeted Annual

Row |Scenarios Revenue center Service Unit |Unit Rate  Volume Revenues
1|Expected Med.SurgICU  PatientDays| $ 2,500 2,800 $ 7,000,000

Standard

UnitRate ActualVolume Revenues
2|Scenario 1 Med.SurgICU  PatientDays| $ 2,600 2,600 $ 6,760,000
3|Scenario 2 Med.Surg ICU  PatientDays| $ 2,300 3,100 $ 7,130,000
4lScenario 3 Med.SurgICU  PatientDays| $ 2,600 2,600 $ 6,760,000

Unit Rate
$ 2,500
Unit Rate
$ 2,600
$ 2300
$ 2,600

Baseline Standard

Volume Revenues
100 $ 250,000

Actual Standard

Volume Revenues
95 $ 247,000
110 $ 253,000
100 $ 260,000

H=C+(E*D1)

Total Revenue  Expected Settlement
$ 7,250,000 $ 7,250,000 $

Total Revenue  Expected Settlement
$ 7007000 $ 6997500 $ 9,500
$ 7,383,000 $ 7,405,000 $ (22,000)
$ 7,020,000 $ 7,010,000 $ 10,000

6. Scope of Eligible Services & Applicability Beyond AMCs: Stakeholders commented
extensively on which services and providers should fall within the carve-out framework.
Several support expanding carve-outs beyond academic medical centers to include qualifying
services delivered at specialty and community hospitals, while others request inclusion of
specific service lines such as structural heart, complex brain cases, limb-lengthening,
psychiatric, and rehabilitation services. Some also sought clarification that listed DRGs
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should apply consistently across hospital types. The common theme is that eligibility should
be driven by the characteristics of the service rather than solely by provider type.

Figure 15. Summary of Scope of Eligible Services & Applicability Beyond AMCs Comments

Organization

Summary of Comments

Adventist

Adventist strongly supports inclusion of structural heart procedures, explaining that these programs require specialized teams, major infrastructure
investment, and high-cost implantable devices.

MHA

MHA supports not categorically excluding the seven low-volume service lines identified in the market shift policy, stating those services generally fail
to meet the specified carve-out criteria and should not automatically be treated as carve-outs. MHA also supports applying carve-outs based on
defined DRGs regardless of which hospital provides the service.

UMMS

UMMS says the carve-out policy should apply to all hospitals, noting that over $800 million (42%) of this highly complex care is provided outside
AMCs. UMMS also recommends adding all complex brain cases—specifically MS-DRGs 024, 026, and 027—because those DRGs are highly
concentrated at trauma-designated centers and are highly variable.

UPMC

UPMC Western Maryland supports continued inclusion of cardiac / structural heart MS-DRGs because those services are highly acute, highly
specialized, and difficult to control.

LifeBridge

LifeBridge Health says the revision to include cardiac valve procedures appropriately recognizes highly specialized, technology-intensive procedures
with costs driven by patient acuity, implant expenses, and continuous innovation. LifeBridge Health also requests inclusion of non-cosmetic limb-
lengthening procedures at Sinai Hospital, arguing that they meet the criteria for highly specialized services and are performed almost exclusively at
Sinai Hospital.

MedStar

MedStar argues that if hospital volumes are complex, expensive, and unpredictable, they should be carve-out candidates regardless of where the
service is provided and says DRG selection should be held to the same site-neutral standard as the ultimate funding rather than relying on AMC cell
dominance or special designations.

Gilead

Gilead asks HSCRC to clarify that all DRG carve-out list cases, including Pre-MDC MS-DRG 018, will be removed from the global budget regardless
of whether care is delivered at an AMC, specialty hospital, or community hospital, and flags language in the draft recommendation as potentially
narrowing the policy more than intended.

Staff Response: Staff would like to further emphasize that it is the list of carve-out services that counts
versus the methodology used to generate the list. Also, the staff methodology defines specialty by DRG
MDC as the dominant criteria prior to assessing dominance within specialty state resource providers.
Staff would also like to emphasize that the final list of carve-out eligible services is applied consistently
across all hospitals in the State so all hospitals will carve-out DRGs identified on the carve-outs list that
occur at their hospitals.

7.

Alignment with CMMI & AHEAD Transition: Many stakeholders recommend aligning
Maryland’s carve-out policy as closely as possible with CMMI under AHEAD. Commenters
emphasize that consistency across State and Federal methodologies would reduce
administrative burden, improve predictability, and help hospitals prepare for the CY 2028
transition. Some specifically recommend reconciling to a CMMiI-aligned list before
implementation or preserving the FY 2027 framework as the basis for the future AHEAD
exclusion list Transition

Figure 16. Summary of Alignment with CMMI & AHEAD Transition Comments

Organization

Summary of Comments

Adventist supports alignment with CMMI’s final carve-out methodology and recommends that Maryland seek alignment where practical while

Adventist preserving flexibility to refine policy before Medicare Hospital Global Budgets begin in 2028.
MHA MHA supports aligning the carve-out list with CMMI’s carve-out list as much as possible to reduce administrative complexity and align incentives
across payers.
JHHS JHHS says the policy should prioritize alignment between State and Federal methodologies and supports maintaining a single, reconciled carve-out
list across HSCRC-administered and CMS-administered global budgets in CY 2028 and beyond.
UMMS UMMS says the carve-out methodology should align with CMMI’s planned definition under AHEAD to reduce administrative burden and maintain
consistency across multiple regulatory frameworks.
LifeBridge LifeBridge recommends that, at the appropriate time, HSCRC align its exclusion list with the services ultimately finalized and included on the CMMI
9 exclusion list.
MedStar recommends aligning with CMMI under AHEAD everywhere possible and adopting a CMMI-aligned list from the start to avoid two rounds of
MedStar rebasing and sustained unpredictability and also recommends alighing HSCRC's approach for inpatient psychiatric and rehabilitation services with
CMMI for consistency under AHEAD.
Gilead Gilead asks HSCRC to preserve an access-protective, setting-neutral carve-out framework through the AHEAD transition and use the FY 2027

framework as the basis for a targeted CY 2028 exclusion list.

Staff Response: Staff acknowledge stakeholder concerns on alignment with a CMMI list for simplicity
and consistency and can confirm that there is currently an 87 percent match in charges across 59 DRGs
identified by the Staff and CMMI lists combined. The HSCRC list includes 5 DRGs (amount to ~$92.6 M)
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not on CMM/’s list, while 20 DRGs (~148.7M) on CMMT!’s list do not exist on the HSCRC list. CMMI have
noted that their list is algorithm driven but indicate flexibility in refining their list for purposes of alignment
including the removal of spinal fusion DRGs.

8. CAR-T and Innovative Therapies: A subset of commenters focuses specifically on
preserving or expanding carve-outs for CAR-T and other innovative therapies to support
access. These stakeholders emphasize that financial barriers under global budgets can delay
treatment, reinforce AMC concentration, and limit access for patients who live farther from
major academic centers. The common recommendation is a setting-neutral framework that
maintains carve-out treatment for CAR-T as Maryland transitions under AHEAD.

Figure 17. Summary of CAR-T and Innovative Therapies Comments

Organization

Summary of Comments

Autolus Therapeutics (Autolus) supports extending the global budget carve-out for CAR-T to all hospitals, arguing that it reduces financial pressure,

Autolus supports site-of-care flexibility, and helps avoid delays in treatment.
csc Cancer Support Community (CSC) requests a carve-out for CAR-T therapies regardless of treatment setting, arguing that patients outside the
Baltimore—\Washington corridor face significant travel, logistical, and caregiver burdens when CAR-T remains concentrated at AMCs.
Gilead Gilead supports finalizing a setting-neutral carve-out for CAR-T, including Pre-MDC MS-DRG 018, and says access to innovative therapies should

not depend on whether a patient can travel to or be treated at an AMC.

Staff Response: Staff agree with stakeholders and would like to re-iterate that the staff priority on carve-
outs is to protect access to care for rare life-threatening conditions in a way that is manageable for all
hospitals while considering affordability for the system. CAR-T is an innovative therapy which
Marylanders should have access to and hospitals providing this care regardless of type should equally be
reimbursed accordingly.

Recommendations

Based upon the analyses and validations performed by staff, staff is putting forth the following
recommendations

1.

Staff recommend the adoption of the less restrictive list with clinical edits and refinements
effective July 1, 2026, which carves out approximately 8.4 percent of statewide revenue
associated with highly specialized care from population-based methodologies

* Proposed carve-out list prioritizes highly specialized tertiary and quaternary care
performed at AMCs (61 percent), with expansions to include certain tertiary services also
performed at non-AMCs (39 percent)

* The list could be updated effective January 1, 2028, based on desired alignment with a
final CMMI list

Staff recommends the use of CY 2025 charges, inflated to FY 2027, as the baseline for carve-out
eligible volume which would be removed from global budgets. The baseline for lower volume
hospitals would be based on a three-year average

Staff recommend that all volumes eligible for carve-outs under this policy be funded at 100
percent variable costs and hospitals are held 100 percent liable for volatility

Staff recommend that the carve-out list be determined using in-state volumes, but
reimbursements also apply consistently to out-of-state patients

All prospective adjustments in FY 2027 rates relevant to the current Complexity and Innovation
Policy will be reversed upon a Carve-out Policy approval, retrospective adjustments for FY 2025
and FY 2026 will be made
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Staff recommend the removal of all carve-out volumes from all other volume methodologies
including the Market Shift, Demographic Adjustment, Surge Funding, Deregulation, and
Repatriation/Expatriation.

a. Continue to include carve-out eligible volumes in the Integrated Efficiency assessment,
quality pay-for-performance and PAU Redistribution assessments

Staff recommend reviewing the list annually (1) for potential additions and subtractions and (2) to
understand the impact of the policy. Material changes will be brought to the Commission for
approval

Volumes eligible under the existing Outpatient Cosmetic Surgery program will also be carved out
effective July 1, 2027
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Appendix 1: Complex Cases at AMC versus Non-AMCs Using High End and
Low-End Procedure-Based Dominance Thresholds

Complex cases at AMCs vs Non- Complex cases at AMCs vs Non-
AMCs using ICDs (70% CD & 1.5 CMI AMCs using ICDs (95% CD & 1.5 CMI
Logic) Logic)

0.2%

15.8% l
“842% “
99.8%

m AMC = Non-AMC m AMC = Non-AMC
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DRG | Description
Heart Transplant or Implant of Heart Assist System with MCC
Heart Transplant or Implant of Heart Assist System without MCC
ECMO or Tracheostomy with MV >96 Hours or Principal Diagnosis Except Face, Mouth and
Neck with Major O.R. Procedures

4 Tracheostomy with MV >96 Hours or Principal Diagnosis Except Face, Mouth and Neck
without Major O.R. Procedures

5 Liver Transplant with MCC or Intestinal Transplant

6 Liver Transplant without MCC

7 Lung Transplant

8 Simultaneous Pancreas and Kidney Transplant

10 Pancreas Transplant

11 Tracheostomy for Face, Mouth and Neck Diagnoses or Laryngectomy with MCC

12 Tracheostomy for Face, Mouth and Neck Diagnoses or Laryngectomy with CC

13 Tracheostomy for Face, Mouth and Neck Diagnoses or Laryngectomy without CC/MCC

14 Allogeneic Bone Marrow Transplant

16 Autologous Bone Marrow Transplant with CC/MCC

17 Autologous Bone Marrow Transplant without CC/MCC

18 Chimeric Antigen Receptor (CAR) T-Cell and Other Immunotherapies

19 Simultaneous Pancreas and Kidney Transplant with Hemodialysis

20 Intracranial Vascular Procedures with Principal Diagnosis Hemorrhage with MCC

23 Craniotomy with Major Device Implant or Acute Complex CNS Principal Diagnosis with MCC or
Chemotherapy Implant or Epilepsy with Neurostimulator

24 Craniotomy with Major Device Implant or Acute Complex CNS Principal Diagnosis without MCC

25 Craniotomy and Endovascular Intracranial Procedures with MCC

26 Craniotomy and Endovascular Intracranial Procedures with CC

28 Spinal Procedures with MCC

29 Spinal Procedures with CC or Spinal Neurostimulators

31 Ventricular Shunt Procedures with MCC

140 | Major Head and Neck Procedures with MCC

143 | Other Ear, Nose, Mouth and Throat O.R. Procedures with MCC

212 | Concomitant Aortic and Mitral Valve Procedures

215 | Other Heart Assist System Implant

216 | Cardiac Valve and Other Major Cardiothoracic Procedures with Cardiac Catheterization with
MCC

217 | Cardiac Valve and Other Major Cardiothoracic Procedures with Cardiac Catheterization with
CcC

218 | Cardiac Valve and Other Major Cardiothoracic Procedures with Cardiac Catheterization
without CC/MCC

219 | Cardiac Valve and Other Major Cardiothoracic Procedures without Cardiac Catheterization

with MCC
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220 | Cardiac Valve and Other Major Cardiothoracic Procedures without Cardiac Catheterization
with CC

221 | Cardiac Valve and Other Major Cardiothoracic Procedures without Cardiac Catheterization
without CC/MCC

228 | Other Cardiothoracic Procedures with MCC

231 | Coronary Bypass with PTCA with MCC

232 | Coronary Bypass with PTCA without MCC

233 | Coronary Bypass with Cardiac Catheterization or Open Ablation with MCC

234 | Coronary Bypass with Cardiac Catheterization or Open Ablation without MCC

235 | Coronary Bypass without Cardiac Catheterization with MCC

236 | Coronary Bypass without Cardiac Catheterization without MCC

266 | Endovascular Cardiac Valve Replacement and Supplement Procedures with MCC

267 | Endovascular Cardiac Valve Replacement and Supplement Procedures without MCC

268 | Aortic and Heart Assist Procedures Except Pulsation Balloon with MCC

270 | Other Major Cardiovascular Procedures with MCC

319 | Other Endovascular Cardiac Valve Procedures with MCC

405 | Pancreas, Liver and Shunt Procedures with MCC

650 | Kidney Transplant with Hemodialysis with MCC

651 | Kidney Transplant with Hemodialysis without MCC

652 | Kidney Transplant

653 | Major Bladder Procedures with MCC

829 | Myeloproliferative Disorders or Poorly Differentiated Neoplasms with Other Procedures with
cc/McC

834 | Acute Leukemia with MCC

837 | Chemotherapy with Acute Leukemia as Secondary Diagnosis or with High Dose Chemotherapy
Agent with MCC

838 | Chemotherapy with Acute Leukemia as Secondary Diagnosis with CC or High Dose
Chemotherapy Agent

846 | Chemotherapy without Acute Leukemia as Secondary Diagnosis with MCC

927 | Extensive Burns or Full Thickness Burns with MV >96 Hours with Skin Graft

928 | Full Thickness Burn with Skin Graft or Inhalation Injury with CC/MCC

929 | Full Thickness Burn with Skin Graft or Inhalation Injury without CC/MCC

955 | Craniotomy for Multiple Significant Trauma

956 | Limb Reattachment, Hip and Femur Procedures for Multiple Significant Trauma

957 | Other O.R. Procedures for Multiple Significant Trauma with MCC

958 | Other O.R. Procedures for Multiple Significant Trauma with CC




Appendix 3: Specialty Hospital Designations

HOSPID Hospital Name Cardiac  Stroke NICU
210029 Bayview Medical Center (JHM) Y Y

Burns
Y

Trauma
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210003 Capital Region Medical Center (UM) Y

210012 Sinai Hospital of Baltimore (LifeBridge) Y Y

210022 Suburban Hospital (JHM)

210001 Meritus Medical Center

210019 Peninsula Regional Medical Center (TidalHealth)

210027 Western Maryland (UPMC)

<|<|=<|=<|=<|<|=<

210024 Union Memorial Hospital (MedStar)

210023 Anne Arundel Medical Center (Luminis)

<|=<i<l=<I<|=<|<|=<|=<|=<

210005 Frederick Health Hospital

210044 Greater Baltimore Medical Center

<

210004 Holy Cross Hospital - Silver Spring

210048 Howard County Medical Center (JHM)

<

210008 Mercy Medical Center

210011 Saint Agnes Health (Ascension)

210063 SaintJoseph Medical Center (UM)

210057 Shady Grove Medical Center (Adventist HealthCare)

<|=<|=<|=<|<|=<I<|=<|=<|=<

210015 Franklin Square Medical Center (MedStar)

210043 Baltimore Washington Medical Center (UM)

210033 Carroll Hospital (LifeBridge)

210037 Shore Medical Center at Easton (UM)

210062 Southern Maryland Medical Center (MedStar)

< | <|=<|=<|=<|<|=<|=<|=<

210049 Upper Chesapeake Medical Center (UM)

210016 White Oak Medical Center (Adventist HealthCare)
Note: Stroke only considered Thrombectomy and Comprehensive stroke centers

<




Appendix 4: DRGs that Made Carve-out List Based on the Algorithm but
were Removed Upon Clinical Review

26

MS-DRG

Description

226

Cardiac Defibrillator Implant without Cardiac Catheterization with MCC

227 Cardiac Defibrillator Implant without Cardiac Catheterization without MCC

245 AICD Generator Procedures

258 Cardiac Pacemaker Device Replacement with MCC

275 Cardiac Defibrillator Implant with Cardiac Catheterization and MCC

276 Cardiac Defibrillator Implant with MCC or Carotid Sinus Neurostimulator

277 Cardiac Defibrillator Implant without MCC

456 Spinal Fusion Except Cervical with Spinal Curvature, Malignancy, Infection or Extensive
Fusions with MCC

457 Spinal Fusion Except Cervical with Spinal Curvature, Malignancy, Infection or Extensive
Fusions with CC

458 Spinal Fusion Except Cervical with Spinal Curvature, Malignancy, Infection or Extensive
Fusions without CC/MCC

459 Spinal Fusion Except Cervical with MCC

471 Cervical Spinal Fusion with MCC
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Appendix 5: Methodology

Using FY 2025 Case-mix data, staff methodology to quantify highly specialized care eligible for carve-
outs include a 5-step process

1. Define Quaternary care as MS-DRGs with a pre-Major Diagnostic Category
(MDC) (DRGs 1 —19)

Pre-MDC DRGs are specialized procedure-driven hospital cases that are categorized strictly by high-cost,
high-resource surgical procedures regardless of the principal diagnosis, such as organ transplants or
tracheostomies. The pre-MDC category typically includes DRGs 001 through 019 and because they
require the highest level of specialization, are typically handled by major academic medical centers.

2. Apply AMC cell dominance and CMI thresholds to identify additional quaternary
DRGs

After scoring DRGs 1-19 as quaternary, staff further quantifies quaternary services at AMCs by isolating
cases where AMC volumes combined make up the larger share of statewide activity, greater than 50
percent of statewide volumes, and with a case-mix index of 2.5 or greater.

3. Define specialty care using Maryland Institute for Emergency Management
Services Systems (MIEMSS) designations (National Cancer Institute (NCI)

designation for Oncology)
To define tertiary services eligible for carve-outs, staff used MIEMSS trauma and specialty center
designations to identify Maryland hospitals that are officially verified and equipped to handle specific, life-
threatening medical emergencies. The MIEMSS specialty and referral center designations used in the
staff approach include adult and pediatric trauma centers, comprehensive stroke and thrombectomy
centers only, cardiac interventional centers, adult and pediatric burn centers and Level Ill and IV perinatal
and neonatal intensive care units.5'® Staff used NCI designations to identify tertiary oncology services.!”

4. Apply AMC and specialty hospital cell dominance and CMI thresholds to identify

tertiary DRGs within specialty MDCs
After defining tertiary hospitals, staff determined specialty DRGs by way of MDCs assigned to the specific
service. Staff quantified tertiary services at AMCs and specialty hospitals by isolating cases where AMC
and specialty volumes combined made up a larger share of statewide activity within the MDC’s DRG
listing. Recognizing that DRG distributions and associated costs and technology vary within services, staff
varied the cell dominance and CMI thresholds for the various specialty services.®

5. Validate DRG list

The final step involved performing various validations to further refine the staff list. These include:

a) Threshold calibration: Staff recognized that the cell dominance and CMI thresholds will
need to vary across specialty services based on DRG volume distributions and level of
specialty service dispersion. For example, in Maryland, cardiology has 24 specialty
designated hospitals while oncology only has two. Also, DRGs assigned to the cardiology

15 Maryland Institute for Emergency Medical Services Systems (MIEMSS)
https://www.miemss.org/home/hospitals/specialty-referral-centers
16 See appendix 3: Specialty Hospital Designations

17 National Cancer Institute (NCI) https://www.cancer.gov/research/infrastructure/cancer-centers/find
18 See Figure 6: Less Restrictive scenario results with Clinical edits. For the various cell dominance and CMI
thresholds per specialty



https://www.miemss.org/home/hospitals/specialty-referral-centers
https://www.cancer.gov/research/infrastructure/cancer-centers/find
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MDC in FY 2025 make up about 58,000 statewide volumes while oncology equates to about
3,700.

b) Severity hierarchy validations: Staff reviewed “With Complication or Comorbidity” DRGs
(CC) and “With Major Complication or Comorbidity” (MCC) DRG hierarchies to ensure
consistent application within DRG families. When a CC DRG met the carve-out thresholds for
highly specialized and complex services while the corresponding MCC DRG did not, the
corresponding MCC variants were manually included in the carve-out list to maintain
alignment across the DRG family. However, in instances where the MCC made the carve-out
list while the CC did not, no change was made. We assume in such an instance that the
methodology appropriately isolates the more highly specialized and acute service for carve-
out. This is a change from the previous approach to remove from the list DRG families in
instances where a lesser complication DRG made the list while a more complicated one did
not.

c) Exclusion review: Staff also reviewed and excluded from its list, few select medical DRGs
pertaining to rehabilitation and psychiatry that met the various cell dominance and CMI
threshold criteria to classify as highly specialized care.

d) Clinical Validation: Staff had the list of identified DRGs reviewed by clinical experts who
found the Staff approach to be directionally sound and analytically rigorous. Various DRGs
were flagged for removal from the carve-out lists, while a few others were flagged for further
review.'®

e) Year over Year validation: Staff performed longitudinal analyses to validate consistency of
the DRG list over time. The majority of DRGs identified as highly specialized remained
relatively consistent between FY 2023 and FY 2025 with fewer than 10 DRGs newly
classified as highly specialized under the same criteria.

f) Comparisons to other stakeholder developed carve-out lists: The staff list was compared
against other stakeholder-developed lists including Sg2 and another developed by a hospital
system to which there was significant overlap. The staff list also includes NICU DRGs which
the other lists do not include.

19 See DRGs flagged for further investigation section on page 9 and Appendix 4
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Overview

As part of the formal amendment to the RY 2027 Update Factor, the Health Services Cost Review
Commission (HSCRC) Staff are proposing several considerations to stabilize the individual
insurance market and mitigate future uncompensated care (UCC) costs. This would be achieved
through an increase in hospital rates among all payers - including Medicare, Medicaid, and self-
insured employers.

The proposal includes increasing hospital rates beginning in July of 2026. These rate increases
would then be assessed back from hospitals to provide for the following:

1. $100 million to the Maryland Health Benefit Exchange (MHBE) special fund to
ensure adequate funds for reinsurance and Maryland premium subsidies. This will
allow MHBE to maintain the current 2026 subsidy structure into 2027, and avert
coverage loss for approximately 29,000 Marylanders (i.e., maintaining coverage to
avoid future UCC);

2. $50 million for advance funding to the UCC Fund for coverage losses that
Maryland cannot mitigate such as loss of coverage due to immigration status. This
would be divided into 2 buckets:

a. $25 million for Federally Qualified Health Center (FQHCs) and local health
departments (LHDs) to provide primary care to avoid hospital utilization
b. $25 million to increase the reserves in the UCC Fund

3. The Commission will consider continuing this funding as part of the RY 2028

update factor.

Using the majority of the increase to fund market stabilization in the individual market and safety-
net non-hospital providers avoids hospital UCC costs in a way that most benefits Maryland
residents. It addresses affordability and coverage challenges that will result in the individual
market on January 1, 2027 protecting those consumers while mitigating hospital cost exposures.

This recommendation includes funding for RY 2027. The Commission will consider continuing this
funding as part of the RY 2028 update factor, as stated above.

Introduction & Background

Annual Update Factor

HSCRC updates hospitals’ rates and approved revenues on July 1 of each year to account for
factors such as inflation, policy-related adjustments, other adjustments related to performance,
and settlements from the prior year. The components of and considerations related to the Update
Factor are presented and discussed in HSCRC Payment Models Workgroup between January



and June of each year, and are informed by significant stakeholder input, including providers,
payers, consumer advocates, and representatives of the business community.

As in all HSCRC policies, the aim of the update factor is equity and fairness for all hospitals and
payers, balancing the need to provide sufficient resources for operational expenses and
necessary investments while ensuring affordability for consumers and purchasers of hospital
services.

UCC Adjustment

The annual UCC adjustment is one component of the Update Factor process. UCC is hospital
care provided for which no compensation is received, inclusive of both charity care and bad debt.

In general, hospital UCC is accounted for in hospital rates set by HSCRC. Through the UCC
adjustment to hospital rates, Maryland provides funding support to hospitals for related costs,
distributes the burden of funding UCC across payers, and assures equitable access to all
hospitals for those patients who cannot afford hospital services.

The UCC adjustment is calculated prospectively for each year based on data from the most
recent year for which data is available, which is two years before the period for which the UCC is
being set.” Due to this data lag, there is typically a delay between when UCC is incurred by
hospitals and when it is paid in rates. Thus, when actual UCC decreases significantly, as it did
after the Affordable Care Act (ACA) in 2014 and earlier Medicaid expansions, the amount of UCC
built into rates may be higher than the actual UCC experience in following years. On the other
hand, the UCC amount built into hospital rates may be lower than the actual UCC experienced
after periods of increasing UCC. Recognizing this pattern, historically HSCRC Staff have
evaluated anticipated changes in UCC and, when appropriate, implemented adjustments to the
UCC methodology to smooth the impact on hospitals and payers.

Maryland Reinsurance Program and State Subsidies

In 2018, the Maryland General Assembly passed House Bill (HB) 1795,? directing MHBE to
establish a State Reinsurance Program. State reinsurance programs serve to mitigate the risk
carriers may incur when offering coverage to enrollees with significant or high cost health care
needs.

In essence, reinsurance programs provide coverage to carriers when individual health care costs
exceed a set cap, and in doing so preserve the opportunity to offer coverage to a broader
population while maintaining lower premiums than would otherwise be required. The ability to

' The calculation process also includes applying a blend of actual and predicted UCC to determine how
much each hospital will either withdraw from or pay into the statewide UCC Fund.

22018 Maryland General Assembly Legislative Session, HB1795; Accessed June 15, 2026



https://mgaleg.maryland.gov/mgawebsite/Legislation/Details/HB1795/?ys=2018rs

offer lower premiums also helps to ensure that younger and healthier individuals remain enrolled.
Additionally, decreased premiums may encourage individuals to purchase higher levels of
coverage (“metal levels”), thereby lowering out-of-pocket costs and decreasing bad debt. The
reinsurance program reduces premiums by approximately one-third.? Preserving coverage should
also increase access to preventive care and other lower cost care thereby reducing total cost.

In 2026, Maryland also implemented a state subsidy program to help mitigate the loss of
enhanced federal tax credits. The state subsidy had the benefit of keeping individuals in coverage
who were under 400 percent of the Federal Poverty Level (FPL). The state subsidy is currently
authorized through calendar year (CY) 2027.

Potential Impact of Recent Federal Actions On UCC and Healthcare Coverage

During the FY 2026 Update Factor development process, HSCRC Staff and stakeholders
discussed the potential impacts of recent federal actions, including House Resolution 1 (H.R. 1)
and federal rulemaking, on access to healthcare coverage and, in turn, UCC.

Potential impacts on Medicaid Coverage

Working with Medicaid, HSCRC estimates FY 2027 Medicaid losses to translate into
approximately $11 million of hospital UCC. This number will rise in subsequent fiscal years as the
new eligibility requirements come into effect (e.g., six-month redeterminations and work
requirements, effective January 1, 2027 and largely manifesting in July 2027 and after).

Potential Impacts on Marketplace Coverage

MHBE initially projected coverage losses in the individual market of 48,000 in 2026. As of April
2026, the individual market had seen an 8 percent decline in year-over-year enroliment,
numbering approximately 18,000 individuals. Much of the drop in coverage was for individuals
who lost federal tax credits due to immigration status - otherwise, the market was stable due to
reinsurance and state subsidy. If further market stability is not provided in advance of CY 2027,
further drops in coverage will be seen - having a greater impact on UCC and leading to higher
costs across all payers.

A 48,000-beneficiary decline in the marketplace (as originally projected publicly by the end of the
2026 plan year) would correlate to approximately $117 million in hospital UCC, assuming these
enrollees use hospital services similarly to existing uninsured individuals.

Total Potential Exposure

Based on the above estimates, which contain considerable uncertainty, the anticipated FY 2027
UCC exposure is $128 million or approximately 0.50 percent of total hospital global budgets. If

3 MHBE. Joint Chairmen’s Report: Reinsurance Program Costs and Forecast. Sept. 30, 2025



this occurs under the current system, the cost of UCC will ultimately be borne by all payers
starting in FY 2028; however, due to the data lags, hospitals would bear the cost in the interim. As
noted above, one important consideration is that increases to hospital rates in CY 2026 will be
included in the base global budgets for Medicare Fee for Service when the Center for Medicare
and Medicaid Innovation (CMMI) takes control of Medicare global budgets January 1, 2028 per
the AHEAD State Agreement.

Opportunities to Address Coverage Losses

Increase support for the individual market through the Maryland Reinsurance Program and state
subsidies.

MHBE is currently modeling scenarios to help determine the right mix of reinsurance support and
state subsidy in order to minimize coverage loss for 2027. MHBE is waiting for the Centers for
Medicare and Medicaid Services (CMS) to provide 2026 federal passthrough funding, which we
normally receive around March; if the actual 2026 federal funding varies significantly from our
assumption, the following projections could change.

At this time, MHBE anticipates that absent additional funding, for CY 2027 MHBE will have to
discontinue the state subsidy program and reduce the generosity of the reinsurance program.
Internal estimates from MHBE project that these changes will drive approximately 29,000
individuals to drop coverage in 2027.

The $100 million in proposed funding, coupled with federal reinsurance passthrough funding,
would allow MHBE to maintain the current 2026 subsidy structure into 2027preserving the 29,000
enrollment otherwise expected to lapse, MHBE projects federal passthrough funding to remain
steady from 2026 to 2027. In practice, the $100 million investment yields an additional $140
million in federal reinsurance funding that Maryland will otherwise lose.

To administer this funding, HSCRC would increase hospital rates by $100 million, this amount will
be directed to MHBE Fund to be used for reinsurance and premium subsidies

Utilize a Special Fund to Facilitate Access to Primary and Preventative Care

Maryland’s 16 FQHCs and 24 LHDs are vital hubs that support community access to health care
services including primary care, immunizations and vaccines, preventative screening, dental
services and behavioral health services, regardless of the ability to pay. Expanded access to
health care services within local communities serves to increase consumer use of primary and
preventative care, and in turn to reduce the use of hospital services for these needs - particularly



for those individuals who can no longer access Medicaid or individual market coverage due to
changes in H.R. 1.4

Staff recommends $25 million to support this access. Prior studies have estimated that this would
translate to 15,000 people obtaining primary care services for a year. To administer this funding,
HSCRC would increase hospital rates by $25 million, this amount will be directed to a fund
established for this specific purpose by the Maryland Healthcare Commission (MHCC) which will
execute a plan approved by the Secretary of the Maryland Department of Health to provide
funding to individual community health centers and local health departments.

Utilize the UCC Fund to support hospitals with increases in bad debt due to treatment of
uninsured patients

Even with the preventative tactics described above, there will still be an increase in UCC for
hospitals which the Maryland model is required to incorporate into hospital rates. Given the goals
discussed above to proactively provide hospital financial support, Staff recommends $25 million
for this effort. Initially this fund would be directed to build reserves in the UCC Fund and would be
released as additional hospital UCC emerges. Staff will monitor hospital UCC throughout the year
using unaudited data and base reserve releases on this monitoring. Final reconciliations will be
reviewed and determined based on audited data. Any release of these reserves will not occur
before January 2027 to allow time for data to develop and a reserve adjustment plan to be
identified. Staff will communicate with industry on plans for future distribution calculations and the
basis for such distributions.

Monitoring and Management of Proposed Funds

In order to manage administration of the funds for market stabilization and distribution to FQHCs
and LHDs, Staff will develop a Memorandum of Understanding (MOU) among the other state
agencies involved to delineate the functions, responsibilities, time frames, etc., consistent with the
recommendation as approved by the Commission.

Staff will also work with MHBE and MHCC to produce a report on the funding as part of evaluating
continued funding for FY 2028. Unused funds will be carried over to future periods and
considered in the evaluation of future funding needs.

Impact on FY2027 Update Factor

The impact on the fiscal year Update Factor with the recommendations outlined in this review
updates the fiscal year revenue growth to 4.41 percent. This is outlined in the table below. The
Individual Market Stabilization adjustment on line M reflects $125 million, which is inclusive of

4 Federally Qualified Health Centers and Private Practice Performance on Ambulatory Care Measures;
Accessed June 15, 2026



https://pubmed.ncbi.nlm.nih.gov/22813678/

$100 million to MHBE and $25 million dollars directed to FQHCs. Both of these will be included as
one-time adjustments. Guidance on payments related to these adjustments will come in a
subsequent communication. Line U on the below chart reflects a $25M increase to UCC Fund
reserves as outlined in this recommendation

Balanced Update Model for RY 2027
Components of Revenue Change Link to Hospital Cost Drivers /Performance
Weighted All Payer Rewenue  Medicare Revenue
Allowance Increase {Millions}  Increase {Millions}
Adjustment for Inflation (this includes 3.10% for Wages and Salaries) 311% 57465 52463
- Additional Inflation Support 0.20% 5481 5159
- Qutpatient Oncology Drugs 0.06% 5152 550
Gross Inflation Allowance A 3.37% S809.8 $267.2
Care Coordination/Population Health
- Reversal of One-Time Grants -0.15% -536.9 -512.2
- Grant Funding RY27 0.02% 537 512
- HOPE 0.21% 5500 516.5
- CTl Transition 0.20% 5487 5161
Total Care Coordination/Population Health B 0.27% $65.5 521.6
Adjustment for Volume
- Demographic /Population Standard Pelicy 012% 5288 595
- Demographic Policy Refinement - RY2026 Incremental Change 0.03% 57.9 526
Total Adjustment for Volume C 0.15% 536.7 §12.1
Financial Methodologies & Other Adjustments (positive and negative)
- Set Aside for Unknown Adjustments o] 0.40% 5961 5317
- Low Efficiency Outliars/Revenue for Reform E 0.00% 0.0 500
- Complexity & Innovation F 0.16% 5375 5124
- Full Rate Application & Capital Funding e} 0.07% 5162 55.3
- Reversal of one-time adjustments for drugs H -0.063% -514.7 -54.9
- Reversal of Surge Funding (RY24-RY25 in RY26 rates) | -0.81% -5194.3 5641
- RY¥26 Respiratory Surge Funding Estimate (3 month) 1 0.1%% 5447 5147
- RY¥25 Mew Vaolume Policies K 0.06% 5147 4.8
- AHEAD ReadinessFunding {Commissioner Amendmeni) L 0.21% 5500 5165
- Individual Market Stabilization M 052% 51250 5413
Net Other Adjustments N=  SumofDthru M 0.73% $175.1 $57.8
Quality and PAU Savings
- PAU Redistribution O -0.02% -55.5 -518
- Reversal of prior year quality incentives P 0.04% 9.7 532
- Current Year Quality Incentives Q -0.06% -515.0 -55.0
MNet Quality and PAU Savings R= SumofO thruQ -0.04% -510.7 53.5
Total Update First Half of Rate Year
S= Sumof A+B+C+N+R 4.43% 51,076.4 5$355.2
T=  (1+5/{1:0.12%) 4.35%
Components of Revenue Offsets with Neutral Impact on Hospital Finanical Statements
- Uncompensated care, net of differential u 0.12% 529.8 59.8
- Deficit Assessment W -0.20% -547.6 -515.7
= SumofSthruT -0.07% -517.8 -$5.9
Total Update First Half of Rate Year 27
Revenue growth, net of offsets K= S5+W $1.058.6 4349.3
Per Capita Revenue Growth Y= (1+X)/{1+0.123%) 4.28%
Adjustments in Second Half of Rate Year
- Medicare Advantage Stabilization* 0.00% 200 500
Total Adjustments Second Half of Rate Year = 0.003% 50.0 $0.0
Total Update Full Rate Year
AA= X+Z 4.41% $1,058.6 $349.3
AB=  (1+AA)/[1+0.12%) 4.28%

*MA Stabilization has a revenue neutral impact on proposed increase to revenues, staff are adding this for awareness due to the adjustment being new in CY27.



The 4.41 percent revenue growth has a minimal impact on any tests under our waiver. Staff is not
concerned with significant deviations from previously reported savings positions as a result of
these recommendations related to Individual Market Stabilization and UCC.

Stakeholder Comments

HSCRC Staff opened a public comment period regarding the draft proposal for how to mitigate
individual market coverage losses and received comments from 19 stakeholders. These comment
letters generally focused on seven areas. These comment focus areas are noted below and
include Staff's responses in italics.

1.

Adequacy of the Proposed 0.10% UCC Fund Reserve Increase

MHA, UMMS, Medstar Health, Luminis Health, and Adventist HealthCare stated that the
proposed 0.10% increase to the UCC Fund Reserve is insufficient to address anticipated
increases in UCC associated with Marketplace and Medicaid coverage losses. JHHS
supported the proposed 0.10 percent increase and recommended that reserve releases or
reconciliations be based on audited hospital financial statements. Adventist HealthCare
also requested clarification regarding the methodology for allocating reserve funding
among hospitals and the timing of distributions.

HSCRC Response: Staff believe that the 0.10 percent is an appropriate increase to the
reserves. Staff will monitor UCC throughout the year using unaudited data, and will base
reserve releases on unaudited data. This decision is based on the timeliness of data.
Reconciliations will be reviewed and determined based on audited data. Any release of
these reserves will not occur before January 2027 to allow time for data to develop and a
reserve adjustment plan to be identified. Staff will communicate with industry on future
distribution calculations. As noted in the Update Factor Recommendation, Staff believe
most Medicaid coverage reductions will occur in FY 2028.

Support MHBE funding to preserve Marketplace coverage

MHBE/MIA, MCHI, UULM-MD, the Lutheran Office of Public Policy in Maryland, Maryland
Episcopal Public Network, 1199SEIU, Robert Laughlin, and Kaiser Permanente supported
directing funding to MHBE to strengthen the State Reinsurance Program and State
Subsidy Program. Commenters stated that preserving Marketplace coverage would
maintain affordability, reduce coverage losses, improve access to preventive and primary
care, stabilize premiums, and reduce UCC. Kaiser Permanente stated that reinsurance
and other marketplace subsidies are valuable tools to lower premiums, increase
enroliment, and stabilize the market by mitigating the impact of high-risk claims. Hospital
stakeholders generally supported the goal of preserving Marketplace coverage but stated
that additional prospective hospital UCC funding would likely remain necessary while
requesting clarification regarding implementation of the proposed MHBE funding strategy.



HSCRC Response: Staff appreciate the support of the recommendation to fund
reinsurance and subsidies through MHBE. This will be input as one-time funding for RY
2027, and will be evaluated for continued funding as part of the RY 2028 Update Factor.

. Allocation of the Proposed 0.50% UCC Adjustment

CareFirst recommended directing the full 0.50 percent adjustment to MHBE to support
reinsurance and Marketplace subsidies rather than reserving funding for prospective
hospital UCC. CareFirst stated that investing upstream in maintaining insurance coverage
would benefit both patients and hospitals by reducing future UCC, whereas prospectively
funding hospital UCC primarily addresses downstream financial impacts. Similarly, Kaiser
Permanente stated that directing funding to reinsurance represents an upstream
intervention that keeps more individuals covered and reduces coverage losses, rather
than relying solely on UCC funding. In contrast, hospital commenters generally supported
maintaining additional prospective hospital funding to address anticipated UCC associated
with federal coverage losses.

HSCRC Response: Staff appreciate the comments made by payers supporting the entire
allocation being directed to MHBE. However, at this time, Staff believe it is appropriate to
direct some level of funding to the UCC Fund to help mitigate any future coverage
concerns that may not be addressed through support to the marketplace plans.

Directing UCC Funding to FQHCs

MACHC, MCHS, Health Care for the Homeless (HCH), and 1199 SEIU supported
directing a recurring portion of UCC funding to FQHCs. Commenters argued that FQHCs
provide primary and preventive care regardless of insurance status and that additional
investment would expand capacity, reduce avoidable emergency department visits and
hospitalizations, improve health outcomes, and reduce overall UCC. Several commenters
emphasized that anticipated Marketplace and Medicaid coverage losses would
substantially increase UCC delivered by FQHCs and recommended dedicating a recurring
funding source to support these providers. MCHI also emphasized ensuring that FQHCs
have sufficient resources to provide essential care and reduce unnecessary emergency
department visits for individuals who remain uninsured.

HSCRC Response: Staff value the comments we received relating to FQHCs. The final
recommendation reflects $25 million (approx. 0.10 percent) directed to funding for FQHCs.
Staff acknowledge that these centers play an important role in ensuring that individuals
receive primary and preventative care regardless of insurance status. This funding will be
input as one-time funding in RY 2027, and will be evaluated for continued funding as part
of the RY 2028 Update Factor.



5. MHBE Pass-Through Funding

MHA, JHHS, Luminis Health, and Adventist HealthCare supported preserving Marketplace
coverage through MHBE but requested additional clarification regarding implementation of
the proposed funding strategy. Commenters requested additional information regarding
the allocation of funding between reinsurance and state subsidies, funding methodology,
implementation timelines, expected impacts on Marketplace enroliment and premiums,
and evaluation of program effectiveness. JHHS also requested clarification regarding the
legal authority for the proposal, governance and accountability for MHBE pass-through
funding, reconciliation and reporting of funds, and the treatment of funds collected but not
ultimately expended. Luminis Health recommended using hospital-specific collection rates
rather than mark-up rates for any MHBE pass-through funding.

HSCRC Response: Staff will allocate MHBE funding by proportioning the funding relative
to revenue or another decided upon criteria. This funding will be marked up and placed in
rates as a one-time assessment. Clarification on how payments should be made to MHBE
will follow, pending the Commission decision on the recommendation. Staff will work with
MHBE on a report evaluating program effectiveness as part of continued funding in FY
2028. Unused funds will be carried over to future periods and considered in the evaluation
of future funding needs.

HSCRC has statutory authority to establish reasonable rates, implement alternative
payment methodologies, promote hospital financial stability, and address hospital UCC
within the scope of its responsibilities. Under this authority, HSCRC may establish hospital
revenue adjustments that support the state funding component of Maryland's 1332 waiver.

MHBE is responsible for governance, financial accountability, and the disposition of
unexpended funds. A forthcoming MOU amongst the participating state agencies will
delineate each agency’s role and responsibilities, promoting accountability while
formalizing a clear governance framework for implementation and administration of the
1332 waiver.

6. Prospective Hospital UCC Funding

MHA, UMMS, MedStar Health, Luminis Health, and Adventist HealthCare requested that
HSCRC prospectively recognize anticipated increases in hospital UCC associated with
H.R.1 by providing an approximately 0.66% adjustment to the UCC provision in rates for
RY 2027. UMMS reiterated its previously submitted 0.69% request while expressing
support for MHA’s recommendation. MedStar Health cited the Commission’s prospective
UCC adjustment following implementation of the ACA as a precedent and reported
approximately $23 million in additional UCC year-over-year. Commenters stated that
hospitals are already experiencing increased self-pay patients, bad debt, collection costs,



and UCC, while the current UCC methodology would not recognize these impacts until
future rate years. MHA, UMMS, and Luminis Health also recommended reconciling
prospective funding to actual experience once data becomes available.

HSCRC Response: At this time, Staff believe the approach described in the RY2027
Update Factor recommendation is the appropriate path forward.

Monitor UCC Trends

MHA, UMMS, and CareFirst recommended that HSCRC continue monitoring UCC
throughout the rate year and incorporate emerging experience into Maryland's existing
UCC policy. Commenters recommended monitoring Marketplace enroliment, Medicaid
enrollment, payer mix, emergency department utilization, and UCC levels to determine
whether additional policy action becomes necessary as federal coverage changes are
implemented.

HSCRC Response: Staff agree and are committed to continued monitoring of UCC
throughout the year.

Recommendations

Staff are recommending the following one-time funding for RY 2027:

1.

$100 million to the Maryland Health Benefit Exchange (MHBE) special fund to ensure

adequate funds for reinsurance and Maryland premium subsidies. This will allow MHBE to

maintain the current 2026 subsidy structure into 2027, and avert coverage loss for
approximately 29,000 Marylanders (i.e., maintaining coverage to avoid future UCC);

$50 million for advance funding to the UCC Fund for coverage losses that Maryland

cannot mitigate such as loss of coverage due to immigration status. This would be divided

into 2 buckets:
a. $25 million for FQHCs and LHDs to provide primary care to avoid hospital utilization
b. $25 million to increase the reserves in the UCC Fund

3. The Commission will consider continuing this funding as part of the RY 2028 update factor.
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Maryland
Hospital Association

June 23, 2026

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 (MHA) and its member hospitals and health
systems, thank you for the opportunity to comment on the Health Services Cost Review
Commission’s (HSCRC) draft recommendation related to uncompensated care (UCC) included
in the final recommendation for the Rate Year 2027 update factor.

We appreciate HSCRC’s recognition of the need to explore strategies to mitigate the expected
rise in UCC. However, we are concerned that the proposed policies may not adequately address
the higher burden of UCC hospitals are likely to face in the upcoming year as the coverage
landscape changes. While the proposal to direct funding to the Maryland Health Benefit
Exchange (MHBE) Fund could help stabilize the Marketplace, the impact on premiums
and enrollment is uncertain. We respectfully urge HSCRC to provide a 0.66% ($158
million) prospective adjustment to the UCC provision in rates for RY 2027 and offer the
following comments as justification for this request.

Loss of health coverage has real consequences for Maryland families and communities. As more
people become uninsured, hospitals and health systems will continue to care for everyone who
comes through their doors, regardless of their ability to pay. The resulting increase in UCC will
further strain the resources hospitals need to preserve access to essential services.

Prospective UCC Adjustment

RY 2027 uncompensated care funding levels must reflect contemporary conditions and the
changing coverage landscape. It is especially important that HSCRC act now because CY 2026
revenue will serve as the baseline for Medicare hospital global budgets starting in 2028. As noted
in our comment letter on the update factor, any increase in UCC in the upcoming year due to
federal policy changes and resulting coverage losses would not be reflected in rates until RY
2029 under the current UCC policy, placing further financial strain on hospitals and threatening
their ability to preserve access to essential acute care services for Marylanders in the interim.

The draft recommendation includes a 0.10% (~ $25 million) increase to the reserves held in
HSCRC’s UCC Fund, which would be released as additional UCC emerges. The proposed UCC
provision in rates for RY 2027 (4.05%), even after accounting for the release of these additional

6820 Deerpath Road, Elkridge, MD 21075 = 410-379-6200 = www.mhaonline.org
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funds, will likely not be sufficient to address the UCC burden hospitals will face in the upcoming
year. Therefore, we urge HSCRC to prospectively adjust the UCC provision in rates by 0.66%
for RY 2027 and reconcile this amount to actuals once the necessary data are available.

In our May 20 comment letter, MHA requested a 0.69% prospective adjustment to the UCC
provision in rates based on a total state-estimated coverage loss of 65,000 due to policy changes
that take effect in CY 2026. This request has been updated to 0.66% to reflect the UCC per
uninsured estimate ($2,438) in HSCRC’s analysis of UCC included in the recommendation. The
actual increase in UCC could be higher due to additional coverage losses resulting from policy
changes taking effect in CY 2027 that are not reflected in MHAs analysis.!

A comparison of MHA’s UCC estimates with HSCRC'’s, as shown in Table 1, reveals that the
primary difference is HSCRC’s and the Maryland Department of Health’s (MDH) assumptions
about the extent to which Medicaid enrollment losses and associated increases in UCC will be
mitigated by Emergency Medicaid Services, procedural re-enrollments, and work requirement
exemptions. However, questions remain about the effectiveness of these mitigation strategies due
to the limited scope of Emergency Medicaid Services, greater churn due to more frequent
redeterminations, and recent federal guidance that restricts the medical frailty exemption from
work requirements. Given these limitations, it is reasonable to assume higher levels of UCC
associated with the reduction in Medicaid enrollment to ensure hospitals are adequately
resourced to manage higher UCC in the upcoming year.

Table 1. Comparison of HSCRC and MHA Uncompensated Care Analyses

HSCRC MHA
Analysis Analysis

Projected Marketplace Enrollment Loss 48,000 50,000
Estimated UCC Impact of Projected Marketplace Enrollment Losses | $117 million | $122 million
Projected Medicaid Enrollment Loss 27,000 15,000
Estimated UCC Impact of Projected Medicaid Enrollment Losses $11 million | $37 million
Total Projected Enrollment Loss 75,000 65,000

Total Estimated UCC Impact $128 million | $158 million*

* $158 million represents approximately 0.66% of the $24.029 billion Final Approved RY 2026 GBR.

Notes: MHA'’s analysis is based on MDH and MHBE projections of coverage losses due to policies that have
already taken effect, or will take effect, in CY 2026; these include changes to immigrant eligibility for Marketplace
premium tax credits, the loss of federal enhanced premium tax credits (ePTCs), and changes to immigrant eligibility
for Medicaid coverage.? More information on these policy changes and coverage losses is available in the Appendix.

MHA estimated the increase in UCC by multiplying the total coverage loss associated with these policy changes
(65,000) by the UCC per uninsured ($2,438) derived from HSCRC’s UCC estimate in the draft recommendation.

! A summary of all policy changes that take effect in CY 2026 and CY 2027 is available in the Appendix.
2 Maryland Department of Health and Maryland Health Benefit Exchange January 20, 2026 Briefing to the House
Appropriations Committee on H.R.1. Available here. MHBE presentation starts on slide 42; MDH on slide 69.
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The impacts of Marketplace policies that went into effect at the beginning of the year are already
emerging. As noted in the draft recommendation, the number of individuals enrolled in coverage
through Maryland Health Connection (MHC) has declined significantly year-over-year. As
shown in Figure 1, enrollment as of May 2026 was 20,679 (8.5%) lower than it was in May
2025.% This loss in coverage could lead to an approximately $50 million (0.21%) increase in
UCC: more than twice as much as the proposed 0.10% increase in UCC reserves, before
accounting for anticipated increases in bad debt due to higher patient cost exposure as enrollees
shift to less comprehensive coverage. Hospitals are seeing the effects of these coverage trends as
they are observing an increase in self-pay patients and bad debt, with one member hospital
reporting that they saw twice as many self-pay patients from January to May of 2026 as the same
time period last year.

We encourage staff to routinely monitor trends in enrollment, hospital payer mix, increased use

of emergency departments, and other predictors of UCC throughout the year to determine if
subsequent policy action is needed to align funding with contemporary UCC levels.

Figure 1. MHC Private Health Plan Enrollment (as of May 31, 2026)
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Maryland Health Benefit Exchange Fund Proposal

MHA supports efforts to stabilize the ACA Marketplace through the state’s reinsurance and
subsidy programs and hopes these strategies will mitigate coverage losses and associated
increases in UCC. To assess the potential impact of these policy interventions, key questions
must be answered, including the portion of the proposed 0.40% allocation that is intended to
support the reinsurance and subsidy programs, respectively, and the anticipated implementation
timeline for any changes to these programs. It will also be important for stakeholders to
understand the specific changes under consideration, whether it be modifications to the
attachment point or coinsurance rate for the reinsurance program or the level of state subsidies

3 Maryland Health Benefit Exchange. Maryland Health Connection Enrollment Data Dashboard. Available here.
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available to enrollees in the individual market, as well as the expected impact of these changes
on premiums and enrollment.

UCC Funding for Federally Qualified Health Centers

MHA recognizes the important role of Federally Qualified Health Centers (FQHCs) in providing
primary and preventive care to uninsured individuals. At the same time, any efforts to strengthen
the safety net through FQHCs should complement—not replace—the allocation of needed UCC
funding to hospitals. Hospitals must have adequate UCC funding to meet the acute care needs of
patients as coverage losses increase uncompensated care. HSCRC has a responsibility to set
hospital rates in alignment with the reasonable costs hospitals are confronting; to carry out this
mandate, HSCRC must prioritize adequate UCC funding for hospitals.

3k sk sk sfe s sk sk koo

Thank you for the opportunity to comment on this critical policy issue. MHA is ready to assist
HSCRC, MDH, and other state partners in identifying an uncompensated care policy solution
that helps preserve access to essential acute care for all Marylanders. Please do not hesitate to
contact me if you have any questions.

Sincerely,

frtsit D lolon

Patrick D. Carlson
Vice President, Care Transformation & Finance

cc: Dr. Joshua Sharfstein, Chair
Jonathan Blum
Dr. James Elliot
Ricardo Johnson
Dr. David Maine
Nicki McCann
Dr. Farzaneh Sabi



Dr. Jon Kromm
June 23, 2026

Maryland Page 5

Hospital Association

Appendix. Key Policy Changes and Estimated Coverage Losses

State Estimated
Coverage Loss

Policy Provision, Description Effective Date

Marketplace Policy Changes

Immigrant Eligibility for Tax Credits (1% change) January 1, 2026 20,000
Ends eligibility for Marketplace premium tax credits for
lawfully present immigrants under 100% FPL who are
ineligible for Medicaid due to their immigration status.

Enhanced Premium Tax Credits (ePTCs) January 1, 2026 30,000
Ends federal Affordable Care Act enhanced premium tax
credits made available via the American Rescue Plan Act.

Immigrant Eligibility for Tax Credits (2" change) January 1, 2027 20,000
Ends eligibility for Marketplace premium tax credits for all
lawfully present immigrants under 100% FPL except for
lawfully present residents (LPRs), Cuban-Haitian entrants, and
COFA (Compacts of Free Association) migrants.

Total Estimated Marketplace Coverage Loss 70,000
Medicaid Policy Changes

Immigrant Eligibility Changes October 1, 2026 15,000
Limits Medicaid and CHIP eligibility to lawful permanent
residents, certain Cuban and Haitian entrants, and individuals
from the Compacts of Free Association nations. Excludes
refugees, asylees, and other humanitarian groups.

Work Requirements January 1, 2027* 115,000
Requires certain expansion adults to complete 80 hrs. per
month of work, education, or community service as a condition
of eligibility. Applies to individuals ages 19-64, with limited
exemptions and must be verified through ex-parte processes.

Six-Month Redeterminations January 1, 2027 -
Requires Medicaid eligibility redeterminations every six
months for adult expansion enrollees or those receiving
Minimum Essential Coverage (MEC) through a waiver.

Retroactive Coverage January 1, 2027 --
Reduces retroactive coverage from three months to one month
for expansion adults and two months for all other groups.

Total Estimated Medicaid Coverage Loss 130,000
Total Estimated Coverage Loss — Marketplace and Medicaid 200,000

* States can request good faith effort extensions through December 31, 2028

Source: Maryland Department of Health and Maryland Health Benefit Exchange Jan. 20, 2026 Briefing to the House
Appropriations Committee on H.R.1. Available here. MHBE presentation starts on slide 42, MDH on slide 69.
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June 22, 2026

Maryland Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215

Submitted to: hscrc.payments@maryland.gov

Dear HSCRC Payment Models Workgroup,

Thank you for this opportunity provide written comments in support of the draft proposal
to increase the Rate Year 2027 Uncompensated care adjustment by 0.50 percent, with
0.40 percent in funding allocated to the Maryland Health Benefit Exchange Fund
directed to the state reinsurance fund and state subsidies for marketplace enrollees.

In 2021 Maryland passed legislation to create the Young Adult Subsidy Program which
since 2022 has helped lower-income young adults ages 18-34 purchase health
coverage. This premium assistance program has been a lifeline to thousands of young
adults, including myself, who struggle to afford quality health insurance. Though | have
two jobs working in a restaurant and doing HVAC installation, neither job offers health
insurance and | buy my health insurance from Maryland Health Connection. The state
program has lowered my monthly premiums significantly, reduced my deductible by
thousands of dollars, and improved my access to healthcare greatly. Before this
program | was paying for an expensive plan that did not give me much coverage. | had
a high deductible and was paying hundreds of dollars for visits to specialists. | recently
suffered a fall that resulted in a fractured vertebra. Without my current health insurance
plan, | would have faced thousands of dollars in medical expenses to receive the care
and treatment necessary for my recovery. Additionally, the premium assistance provided
me with preventative care for elevated cholesterol which would have otherwise gone
unnoticed.

Now, my health insurance coverage and that of millions of other Americans and tens of
thousands of other Marylanders is under attack by the failure of the US Congress to
extend the federal enhanced premium assistance program which expired at the end of
2025. Luckily, I live in Maryland where the State Subsidy Program, which includes the
young adult subsidy, makes up for this gap in my premium assistance. Unfortunately,
this Maryland back-up plan is temporary. If Congress does not act this year to extend
the enhanced premium assistance, which is very unlikely, and if you don’t provide
additional resources for the State Subsidy Program, my premiums will skyrocket and |
will likely have to drop my health insurance coverage.


mailto:hscrc.payments@maryland.gov

This draft proposal could raise ~$120 million for the state subsidy and reinsurance
programs. This would help ensure that myself and many others keep the benefits that
we have enjoyed for the past four and a half years. Easy access to affordable health
care has made it possible for Marylanders to stay healthy and productive without fear of
financial ruin from expensive medical bills. This law is not only important for the health
and wellbeing of enrollees, but it has significant economic benefits for Maryland. By
providing affordable health care to young and low-income adults, we can make the risk
pool healthier while reducing uncompensated care, helping to reduce the overall cost of
health care in the state. This will lead to a healthier workforce, reduced absenteeism,
and increased productivity.

Thank you for your consideration and | urge the HSCRC to approve this draft proposal.
Sincerely,

Robert Laughlin
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June 23, 2026
Maryland Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215

Submitted to: hscrc.payments@maryland.gov

Dear HSCRC Payment Models Workgroup,

We appreciate the opportunity to provide comments on the draft proposal to increase the Rate
Year 2027 Uncompensated Care adjustment by 0.50 percent. The strategic allocation of 0.40
percent to the Maryland Health Benefit Exchange (MHBE) Fund for state reinsurance and
marketplace subsidies represents a vital investment to help Marylanders keep their health
coverage and reduce uncompensated care. Maryland Citizens’ Health Initiative (MCHI)
strongly supports this proposal. MCHI is a consumer health advocacy nonprofit whose mission
is achieving quality, affordable health care for all Marylanders.

We have made great progress in Maryland over the past twenty years by expanding health care
coverage to over 400,000 people. A study commissioned by MCHI found that health coverage
expansion saved the Maryland health care system over $460 million, which helped stabilize
premiums for all Marylanders. But, this progress is now under attack by the federal government
through the passage of HR 1, federal rules for Medicaid and qualified health plan (QHPs), and
the failure of Congress to extend enhanced Premium Tax Credits (ePTCs). Tens of thousands of
Marylanders have already lost health care coverage and hundreds of thousands more could
potentially lose coverage in the coming years. When Marylanders lose health coverage, they are
often forced to get their care in the emergency room. This drives up uncompensated care, which
then increases health insurance premiums for everybody.

We commend the HSCRC for this draft proposal which offers a proactive solution to safeguard
access to health coverage and reduce uncompensated care. This draft proposal could help raise
~$120 million/year for the MHBE fund to sustain the essential reinsurance and subsidy programs
described below.

Reinsurance Program

Maryland’s reinsurance program has helped make Maryland’s health insurance premiums some
of the lowest in the nation. Protecting the program is critical to prevent approximately 17,000
Marylanders from losing coverage, and to help keep coverage affordable for tens of thousands
more. Maintaining this program requires approximately $150 million per vear from the state.

4 West University Parkway  Baltimore, Maryland 21218
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State Subsidy Program

The state subsidy program is a critical tool for enabling young adults and low-income residents
to maintain their health coverage.

Since its inception in 2022, the young adult subsidy has driven unprecedented enrollment growth
in this demographic, stabilizing the insurance pool and lowering premiums for all age groups.
Furthermore, the program has made significant strides in reducing racial and ethnic disparities in
healthcare access. Recognizing its impact, Governor Moore and the Maryland General Assembly
made this subsidy permanent in 2025, contingent upon available funding.

In 2025, state leadership further empowered the MHBE to establish a new subsidy program
designed to mitigate the potential expiration of federal ePTCs. That program went into effect for
PY 2026 and provides critical assistance to Marylanders below 400% of the Federal Poverty
Level (FPL)—with targeted support for those under 250% FPL—while fully integrating the
young adult subsidy. This program is currently helping an estimated 30,000 Marylanders keep
their health coverage, and is helping many more with affordability and accessing higher-tier
plans. Due to exceptional demand, the MHBE temporarily paused subsidies for new Special
Enrollment Period enrollees in April, with plans to modify and reinstate the program for PY
2027 as funding allows.

Maintaining the State Subsidy Program at PY 2026 levels would help prevent ~30,000 people
from losing coverage and would cost ~$190 million per year. Expanding the state subsidy
program to fully cover the loss of ePTCs would help restore coverage for an additional ~30,000
people and cost an additional ~$60 million per year more. If Maryland were to take a step
further to restore and protect coverage for ~40,000 people under 400% FPL fully losing
eligibility for APTCs, that would require an additional ~$250 million.

Conclusion

The approximately $120 million for the MHBE Fund generated by this draft proposal would
provide a critical foundation for maintaining Maryland’s historic enrollment gains as federal
decisions continue to threaten access to coverage. Separately, our organization is also advocating
for five revenue sources which we presented at the HSCRC meeting on June 10. Combined with
enacting this draft proposal, Maryland could lead the nation in protecting our residents’ access to
quality, affordable health care.

Even with the investments from the draft proposal, we anticipate that there will still be people
who lose coverage. For this population we must ensure that Federally Qualified Health Centers
(FQHC:s) have the resources necessary to provide essential care and reduce unnecessary
emergency department visits.

4 West University Parkway  Baltimore, Maryland 21218
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We urge the Commission to finalize this proposal and continue exploring every avenue to
protect access to quality, affordable health care for all Marylanders. We appreciate all that
you do and thank you for this opportunity to provide comments.

Sincerely,

Rev. Ken Phelps, Jr.
Maryland Episcopal Public Network
The Episcopal Diocese of Maryland

4 West University Parkway  Baltimore, Maryland 21218



Delaware-Maryland Synod
Evangelical Lutheran Church in America

Comment Prepared for the
Maryland Health Services Cost Review Commission
Payment Models Workgroup
4160 Patterson Avenue
Baltimore, MD 21215
June 23rd, 2026

HSCRC Payment Models Workgroup, thank you for the opportunity to provide
comments on the draft proposal to increase the Rate Year 2027 Uncompensated
Care adjustment by 0.50 percent. I am Reverend Melody Hession-Sigmon, director
of the Lutheran Office of Public Policy in Maryland for the Delaware-Maryland
Synod of the Evangelical Lutheran Church in America, a faith community with
congregations in every part of the state.

Our church body has a history of advocating for expanded access to health care for
all people in Maryland, particularly under the leadership of Rev. Lee Hudson. We
write today continuing that legacy, in support of the draft proposal by the HSCRC,
which offers a proactive solution to safeguard access to health coverage and reduce
uncompensated care in the wake of federal cuts. We support the strategy to allocate
.40 percent of the Maryland Health Benefit Exchange (MHBE) fund for state
reinsurance and marketplace subsidies. In the past, we have supported the subsidy
project on the MHBE directed towards medically uninsured young adults, and
today this state subsidy continues to be an essential tool for protecting coverage for
both young adults and low-income residents.

We are grateful that Maryland is a leader in our country for protecting access to
quality, affordable health care. When people get left behind and must resort to
emergency room visits without insurance, this drives up premiums for insured
Marylanders, so we all suffer. As Christians, we understand this concept without
the economic framework, because we believe that when even just one person in the
community suffers, we all bear with them.

“‘Being well’ for Christians does not mean we are untouched by pain and
suffering. Human beings are finite and vulnerable, and so we recognize limits on
what we expect of health and health care for our families and ourselves. ‘Being
well” means that we participate in Christ’s own ‘greater love’ (John 15:13) by

Community of Grace « 5699 Meridale Rd « Baltimore, Maryland 21228 « 410-230-2860 « demdsynod.org
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giving ourselves for others and sharing their suffering in response to Christ who
bore the suffering of all.

“Regardless of the means used to provide health care and ensure access to it, we
must diligently preserve the nature of health care as a shared endeavor. This means
that we recognize our mutual responsibilities and guard against the ways in which
motivation to maximize profit and to market health care like a commodity
jeopardizes health and the quality of health care for all.” (Caring for Health: Our
Shared Endeavor, ELCA, 2003)

We would also like to see the state subsidies for health care coverage expanded to
protect immigrants in Maryland, who stand to lose coverage due to the policies of
HRI1. We believe that protecting health care access for immigrants and refugees in
Maryland is part of taking proper share of international responsibility for the
resettlement of refugees and other persons urgently in need of the compassionate
haven of a new home land.

Please finalize the proposal, and please continue to both look for and take every
opportunity afforded to you to both protect and expand healthcare access for all
residents of Maryland. Thank you so much for all that you do.

Rev. Melody Hession-Sigmon
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June 23, 2026

Maryland Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215

Submitted to: hscrc.payment@maryland.gov

Dear HSCRC Payment Models Workgroup,

We appreciate the opportunity to provide comments on the draft proposal to increase the Rate
Year 2027 Uncompensated Care adjustment by 0.50 percent. The strategic allocation of 0.40
percent to the Maryland Health Benefit Exchange (MHBE) Fund for state reinsurance and
marketplace subsidies represents a vital investment to help Marylanders keep their health
coverage and reduce uncompensated care. Maryland Citizens’ Health Initiative (MCHI)
strongly supports this proposal. MCHI is a consumer health advocacy nonprofit whose mission
is achieving quality, affordable health care for all Marylanders.

We have made great progress in Maryland over the past twenty years by expanding health care
coverage to over 400,000 people. A study commissioned by MCHI found that health coverage
expansion saved the Maryland health care system over $460 million, which helped stabilize
premiums for all Marylanders. But, this progress is now under attack by the federal government
through the passage of HR 1, federal rules for Medicaid and qualified health plan (QHPs), and
the failure of Congress to extend enhanced Premium Tax Credits (ePTCs). Tens of thousands of
Marylanders have already lost health care coverage and hundreds of thousands more could
potentially lose coverage in the coming years. When Marylanders lose health coverage, they are
often forced to get their care in the emergency room. This drives up uncompensated care, which
then increases health insurance premiums for everybody.

We commend the HSCRC for this draft proposal which offers a proactive solution to safeguard
access to health coverage and reduce uncompensated care. This draft proposal could help raise
~$120 million/year for the MHBE fund to sustain the essential reinsurance and subsidy programs
described below.

Reinsurance Program

Maryland’s reinsurance program has helped make Maryland’s health insurance premiums some
of the lowest in the nation. Protecting the program is critical to prevent approximately 17,000
Marylanders from losing coverage, and to help keep coverage affordable for tens of thousands
more. Maintaining this program requires approximately $150 million per year from the state.

2600 St. Paul Street Baltimore, MD 21218
www.healthcareforall.com
Phone (410)235-9000 Fax (410)235-9000
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State Subsidy Program

The state subsidy program is a critical tool for enabling young adults and low-income residents
to maintain their health coverage.

Since its inception in 2022, the young adult subsidy has driven unprecedented enrollment growth
in this demographic, stabilizing the insurance pool and lowering premiums for all age groups.
Furthermore, the program has made significant strides in reducing racial and ethnic disparities in
healthcare access. Recognizing its impact, Governor Moore and the Maryland General Assembly
made this subsidy permanent in 2025, contingent upon available funding.

In 2025, state leadership further empowered the MHBE to establish a new subsidy program
designed to mitigate the potential expiration of federal ePTCs. That program went into effect for
PY 2026 and provides critical assistance to Marylanders below 400% of the Federal Poverty
Level (FPL)—with targeted support for those under 250% FPL—uwhile fully integrating the
young adult subsidy. This program is currently preventing an estimated 30,000 Marylanders
from losing their health coverage, and is helping many more afford higher-tier plans. Due to
exceptional demand, the MHBE temporarily paused subsidies for new Special Enrollment Period
enrollees in April, with plans to modify and reinstate the program for PY 2027 as funding allows.

Maintaining the State Subsidy Program at PY 2026 levels would help prevent ~30,000 people
from losing coverage and would cost ~$190 million per year. Expanding the state subsidy
program to fully cover the loss of ePTCs would help restore coverage for an additional ~30,000
people and cost an additional ~$60 million per year more. If Maryland were to take a step
further to expand the state subsidy program to cover ~40,000 immigrants under 400% FPL who
became — or will soon become —ineligible for APTCs due to HR 1, that would require an
additional ~$250 million.

Conclusion

The approximately $120 million for the MHBE Fund generated by this draft proposal would
provide a critical foundation for maintaining Maryland’s historic enrollment gains as federal
decisions continue to threaten access to coverage. Separately, our organization is also advocating
for five revenue sources which we presented at the HSCRC meeting on June 10. Combined with
enacting this draft proposal, Maryland could lead the nation in protecting our residents’ access to
quality, affordable health care.

Even with the investments from the draft proposal, we anticipate that there will still be people
who lose coverage. For this population we must ensure that Federally Qualified Health Centers

2600 St. Paul Street Baltimore, MD 21218
www.healthcareforall.com
Phone (410)235-9000 Fax (410)235-9000
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(FQHCs) have the resources necessary to provide essential care and reduce unnecessary
emergency department visits.

We urge the Commission to finalize this proposal and continue exploring every avenue to
protect access to quality, affordable health care for all Marylanders. We appreciate all that
you do and thank you for this opportunity to provide comments.

Best regards,

Stephanie Klapper, MSW
Deputy Director, Maryland Citizens’ Health Initiative
stephanie@healthcareforall.com

2600 St. Paul Street Baltimore, MD 21218
www.healthcareforall.com
Phone (410)235-9000 Fax (410)235-9000
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June 23, 2026

Dr. Jon Kromm

Executive Director

Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, MD 21215

Dear Executive Director Kromm,

CareFirst BlueCross BlueShield (CareFirst) appreciates the opportunity to comment on the draft
recommendation embedded in item (c) of the Final Recommendation for the Update Factors for Rate
Year 2027.

We find it problematic that the Health Services Cost Review Commission (HSCRC) acted on three items
that were new to the public at its June public meeting, totaling roughly $213 million in incremental cost:

e $48 million in funding related to Care Transformation Initiatives that had been voted to be
canceled by Commissioners at the prior meeting;

e $115 million in funding related to uncompensated care and reinsurance; and

e $50 million in funding related to AHEAD Model preparation for which no data or explanation in
writing was presented.

HSCRC has a process intended to include the public, welcome their input, and act transparently.
Adherence to this process helps build trust; conversely, actions that evade this process erode trust.

CareFirst remains concerned about the affordability of healthcare services. Rate year 2026 and 2027’s
approved update factors have been historically high. Maryland has a unique ability to deliver predictable,
reasonable all-payer hospital rate increases that support the delivery system while also placing value on
the dollars earned by local businesses and residents. Annual increases of approximately 5% do not strike
the balance Marylanders deserve.

We understand the funding on this item has been approved and the question for the public regards how it
should be allocated. Fundamentally, HSCRC is asking whether they should (1) focus dollars upstream on
the root cause of uncompensated hospital care by increasing the likelihood individuals can remain
covered by an insurance carrier; or (2) accept that prices will drive more individuals to opt out of
coverage, resulting in higher uncompensated care costs at hospitals. This is a false choice. Using the
approved 0.5% for reinsurance subsidies on the Maryland Health Benefit Exchange would help people
and hospitals; using the funding to prefund uncompensated care only helps hospitals.

HSCRC should direct the full 0.5% to the Maryland Health Benefit Exchange to provide additional
reinsurance and state subsidies for marketplace enrollees. HSCRC should also evaluate changes in
uncompensated care as they occur and incorporate those findings into their existing uncompensated care
policy, which builds the cost of uncompensated care into hospital rates.

Thank you for the opportunity to comment on this recommendation. We look forward to continued work

CareFirst BlueCross BlueShield is the shared business name of CareFirst of Maryland, Inc. and Group Hospitalization and Medical Services, Inc. which are independent
licensees of the Blue Cross and Blue Shield Association. The Blue Cross® and Blue Shield® and the Cross and Shield Symbols are registered service marks of the
Blue Cross and Blue Shield Association, an association of independent Blue Cross and Blue Shield Plans.



with HSCRC, staff, and the industry during this dynamic period in healthcare.

Sincerely,

PRy - S,

Arin D. Foreman

Vice President, Deputy Chief of Staff
CareFirst BlueCross BlueShield

1501 S. Clinton Street

Baltimore, MD 21224



MID-ATLANTIC ASSOCIATION OF
COMMUNITY HEALTH CENTERS
&
June 24, 2026

Maryland Health Services Cost Review Commission
4160 Patterson Avenue
Baltimore, MD 21215

Re: Comment on the Proposed Hospital Rate Adjustment for the State Reinsurance and
Individual Market Subsidy Programs — Dedicating a Portion to FQHCs

Dear Commissioners,

The Mid-Atlantic Association of Community Health Centers (MACHC) supports the HSCRC'’s
proposal of using Maryland'’s all-payer system to stabilize coverage and reduce the number of
uninsured residents. The association strongly encourages the Commission to allocate a
significant portion of the proposed funding to Federally Qualified Health Centers (FQHCs). A
dedicated state investment in FQHC uncompensated care is essential to controlling overall
health spending and offers a cost-effective means of directing funding upstream, before
expensive hospital care is required.

Summary

The financial situation of Maryland's sixteen FQHCs is daunting even before the implementation
of policy changes set forth by H.R. 1. Centers already absorb roughly $81.4 million in
unreimbursed care each year. In 2024, Federal Section 330 Health Center Program funding to
Maryland health centers totaled $60.5 million, while the gross cost of care for uninsured patients
was $135 million. This difference, after accounting for self-pay collections, still amounts to a
$57.9 million shortfall, in addition to the $23.4 million gap between commercial reimbursements
and the cost of caring for commercially insured patients.

Three additional pressures threaten to further destabilize health center finances. Projected
Medicaid coverage loss estimates indicate that 13,900 to 24,600 FQHC patients will move from
Medicaid to uncompensated care, shifting $24.5 to $43.3 million in annual costs from
reimbursed to unreimbursed care. The 2026 expiration of enhanced federal premium tax credits,
while partially offset by the state, is also expected to result in losses. In late 2025, Capital Link
estimated $32 million in lost revenue for Maryland FQHCs beginning in 2026, with the figure
increasing each year. Finally, the 340B Drug Pricing Program — long a critical means of
stretching scarce FQHC funding beyond what federal grant dollars can cover — is losing
flexibility as Medicare drug price negotiations shrink the savings health centers depend on.

FQHCs have been working from behind for years to close budget gaps due to insufficient
funding. Dedicating a defined, recurring portion of the HSCRC's proposed revenue to FQHCs
would close part of that gap while advancing total cost of care priorities to invest in upstream
primary care to contain avoidable and expensive hospital use. The remainder of this report
further illustrates these points, describing the unique needs of Maryland FQHCs and the
populations they serve.
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About Maryland Federally Qualified Health Centers

Maryland’s sixteen FQHCs serve more than 374,000 patients annually, regardless of insurance
status or ability to pay. Eighty-six percent of Marylanders seeking care at FQHCs live at or
below 200 percent of the Federal Poverty Level. Additionally, health centers serve a
disproportionate share of uninsured Marylanders, acting as a critical primary care safety net. In
2024, FQHCs cared for one in five uninsured Marylanders despite serving only 6 percent of the
state’s population.

Current Funding Does Not Cover the Full Cost of Care

Two key funding streams for Maryland FQHCs do not adequately support care for patients:
federal funding and reimbursement from commercial payers. Federal Section 330 Health Center
Program grants are capped, have not kept pace with inflation or rising demand, and are
allocated nationally rather than in proportion to Maryland’s specific needs.

While 330 funding is intended to cover services for both under- and uninsured patients, it does
not cover the cost of care for uninsured patients. Between 2019 and 2024, 330 funding payment
adequacy, or the ability to cover the cost of care for uninsured patients at FQHCs, fell from 65
percent to 45 percent. In 2024, the gross cost of care for uninsured patients at Maryland health
centers was $135 million, while 330 funding totaled only $60.5 million. During 2024, FQHCs
also collected roughly $16.7 million in self-pay collections from patients. As defined by the
Uniform Data System, FQHCs’ annual centralized data submission tool, self-pay collections
include full charges for services for uninsured patients, as well as copays, deductibles, charges
to insured individuals for non-covered services, and cost-sharing for Medicaid patients.

This leaves an annual shortfall in the cost of care for uninsured patients of $57.9 million, as
illustrated in Table 1. Across this and all subsequent tables, MACHC applies a single average
cost per patient ($1,762), calculated from 2024 Maryland FQHC data and applied to all FQHC
patients, regardless of insurance type or status.

Table 1. Baseline Uninsured Annual Loss (UDS, 2024)

Uninsured FQHC Patients 76,644
Average Cost Per Patient $1,762
Gross Uninsured Cost of Care $135,046,728
Section 330 Funding ($60,464,191)
Self-Pay Collections ($16,675,384)
Net Baseline Uninsured Loss $57,907,153

Reimbursement from commercial payers is the second largest income stream for Maryland
FQHCs, totaling approximately $124.6 million per year. Similar to 330 grant funding, commercial
insurers covered an average of 84% of the cost of care for commercially insured patients,
resulting in an annual loss of $23.4 million for health centers. Table 2 provides more detailed
annual loss estimates.
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Table 2. Baseline Commercial Annual Loss (UDS, 2024)

Commercially Insured FQHC Patients 84,001
Average Cost Per Patient $1,762
Gross Commercial Cost of Care $148,009,762
Commercial Reimbursements ($124,563,232)
Net Baseline Commercial Reimbursement Loss $23,446,530

Collectively, these losses mean that Maryland FQHCs must backfill at least $98 million each
year to remain solvent. Many centers have found ways to stay afloat with other federal, state,
local, and private grants, but relief is time-limited and inconsistent, as seen with American
Rescue Plan Act investments from the federal government during the COVID-19 pandemic.

Existing Funding Streams, Like the 340B Program, Are Losing Impact

For years, the 340B Drug Pricing Program has been a vital source of program income for
FQHCs, funding point-of-sale drug discounts for uninsured patients, pharmacy services, and
wraparound care through the spread between the discounted 340B price and payer
reimbursement. The Inflation Reduction Act, while important for many Americans, now narrows
that spread: as Medicare negotiates a Maximum Fair Price on a growing list of high-cost drugs,
acquisition cost and reimbursement converge, collapsing the margin health centers once
captured — and FQHC revenue from the program will keep declining as more drugs enter
negotiation.

Changes to the Marketplace and Medicaid Will Further Destabilize Funding

In addition, health centers are bracing for the possibility that patients will lose insurance
coverage from both Medicaid and the Maryland Health Benefit Exchange. Based on the
HSCRC's proposal, the number of residents estimated to lose Medicaid coverage ranges from
130,000 to 230,000. As shown in Table 3 below, this will have an outsized impact on FQHCs.
Given that Maryland centers care for more than 1 in 10 adults on Medicaid, estimated coverage
losses could reach nearly 25,000 FQHC patients, totaling $43.3 million in annual lost revenue.

Table 3. Projected Medicaid Losses Based on State Projections

FQHC Adult Medicaid Patients 97,968
Maryland Adult Medicaid Patients 916,397
MDH Estimated Medicaid Enrollment Loss 130,000
RAND Estimated Medicaid Enrollment Loss 230,000
Estimated Medicaid Patient Coverage Loss 13,898 — 24,588 Patients
Average Cost Per Patient $1,762
Estimated Medicaid Reimbursement

Shift to Uncompensated Care $24.5 — $43.3 Million

Beyond Medicaid, the Health Benefit Exchange is also expected to see lower utilization due to
the federal premium tax credits, which expired at the end of 2025. While Maryland has partially
offset the credit to mitigate the loss, FQHCs still expect impacts on the rate of uncompensated

30f4



MID-ATLANTIC ASSOCIATION OF
" COMMUNITY HEALTH CENTERS

care. Attached to this letter are estimates prepared by Capital Link in late 2025 for Maryland
FQHCs to determine long-term losses due to the expired tax credits. The analysis shows that,
beginning in 2026, FQHCs could incur an annual loss of $32 million, which would grow each
year. While it does not capture Maryland’s premium tax credit subsidies, it is a helpful proxy for
understanding the potential impact should premium tax credits become unavailable for patients
covered through marketplace plans.

Supporting Primary Care Through the HSCRC Strengthens the TCOC Model

Under Maryland’s Total Cost of Care model, avoidable utilization is a direct system cost. Every
uninsured patient whose diabetes, hypertension, asthma, or behavioral health condition is
managed in an FQHC is less likely to experience an avoidable emergency department visit or
hospital admission. This is the same underlying rationale that supports funding reinsurance
through hospital rates: a more stable, appropriately served population reduces uncompensated
care and downstream hospital costs.

Conclusion

MACHC strongly supports the Commission’s proposal and urges it to dedicate a defined,
recurring portion of new revenue to FQHCs.

Doing so would ensure that Maryland continues to strengthen its all-payer, global budget system
by directly addressing uncompensated care. Investment in safety-net primary care reduces
avoidable high-cost utilization and helps contain overall system expenditures. Failing to fund
care for uninsured patients in FQHCs does not eliminate the cost—it only shifts it to emergency
departments and hospital budgets.

MACHC would welcome the opportunity to provide additional data or testify in support of this
proposal. Thank you for your consideration.

Respecitfully,

Wora O Foban

Nora E. Hoban
Chief Executive Officer
Mid-Atlantic Association of Community Health Centers
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