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Introduction

This report presents recommendations from the Nurse Support Program Il (NSP II) Competitive Institutional
Grant Review Panel for Fiscal Year (FY) 2025. This report and recommendations are jointly submitted by
the staff of the Maryland Higher Education Commission (MHEC) and the Maryland Health Services Cost
Review Commission (HSCRC or Commission). The FY 2025 NSP Il recommendations align with the

overarching goals of NSP | and Il to support excellence in nursing practice and education.

Background

The HSCRC initiated nurse education support funding (formerly titled the Nurse Education Support Program
or NESP) in 1986 through the collaborative efforts of hospitals, payers, and nursing representatives. In
2000, HSCRC implemented the Nurse Support Program (NSP 1) to address the issues of recruiting and
retaining nurses in Maryland hospitals. In 2005, seventy-nine percent (79 percent) of the RN programs
reported that they had met or exceeded their enrollment capacity. The shortage of qualified nursing faculty
was identified as the fundamental obstacle to expanding the enrollments in nursing programs, thereby
exacerbating the nursing shortage. The HSCRC proactively created NSP Il to address the barriers to
nursing education through statute with the Annotated Code of Maryland, Education Article 8 11-405 Nurse
Support Program Assistance Fund. The HSCRC established the NSP Il on May 4, 2005, to increase

Maryland’s academic capacity to educate nurses.

NSP Il is distinct from, and in addition to, the NSP | hospital-specific program but shares a mutual goal to
increase the number of nurses in Maryland hospitals. NSP 1l focuses on expanding the capacity to educate
more nurses through increasing faculty and strengthening nursing education programs at Maryland
institutions. Provisions included a continuing, non-lapsing fund with a portion of the competitive and
statewide grants earmarked for attracting and retaining minorities in nursing and in nurse faculty careers in
Maryland. The Commission approved funding of up to 0.10 percent of regulated gross patient revenue to
increase nursing graduates and mitigate barriers to nursing education through institutional and faculty-
focused statewide initiatives. MHEC was selected by the HSCRC to administer the NSP Il programs as the
coordinating board of higher education. After the conclusion of the first ten years of funding, the HSCRC
continued to renew the NSP Il funding, through June 30, 2025.

NSP Il works closely with NSP | and stakeholders in hospitals and schools of nursing in Maryland to ensure
that grant funding is addressing current needs of the state’s nursing workforce. Since its inception, the NSP

Il program has gone through several revisions, including:

e The Annotated Code of Maryland, Education Article § 11-405 Nurse Support Program Assistance
Fund [2006, chs. 221, 222] was amended in 2016 to delete “bedside” to ensure the best nursing

skills mix for the workforce was not limited to just bedside nurses.
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e In 2012, the NSP Il program was modified to include support for development of new and existing
nursing faculty through doctoral education grants. Revisions to the Graduate Nurse Faculty
Scholarship (GNF) included renaming the nurse educator scholarship in honor of Dr. Hal Cohen

and his wife Jo, and sunsetting the living expense grant component.

e In 2012, the NSP I and NSP Il initiatives were aligned with the National Academy of Medicine
(NAM), formerly the Institute of Medicine, Future of Nursing report recommendations (2010).
Recently, the NAM released the Future of Nursing 2020-2030 to chart the path over the next
decade. The NSP | and NSP Il Advisory Group met to consider how the new recommendations
should be incorporated into the NSP programs and agreed that nurse retention should be the

critical takeaway item to focus the joint efforts.

e In Spring 2020, the GNF was renamed the Cohen Scholars (CS) program. Additionally, the
evaluation responsibility for this program was transitioned from the MHEC Office of Student
Financial Assistance to the NSP Il staff for future oversight. During the transition, NSP Il staff
clarified the NSP 1l eligible service facilities and standardized the teaching obligation for all
GNF/Cohen Scholars.

NSP Il Initiatives

NSP Il employs a three-prong strategy for increasing the number of nurses through strengthening nursing
faculty and nursing educational capacity in the state with the ultimate goal of increasing the quality of care
and reducing hospital costs. These goals are achieved by (1) increasing the number of nursing lecture and
clinical faculty, (2) supporting schools and departments of nursing in expanding academic capacity and
curriculum, and (3) providing support to enhance nursing enrollments and graduation for an adequate

supply of nurses to meet the demands of Maryland’s hospitals and health systems.

Competitive institutional grants must address one of six initiatives which are intended to impact related
outcomes in additional nursing pre-licensure graduates, additional nursing higher degrees completed,
additional nursing faculty at the doctoral level, or collaborative/statewide results. NSP Il initiatives are
founded on the recommendations outlined in the National Academy of Medicine’s Future of Nursing report
in collaboration with statewide nursing stakeholders. In alignment with the NSP |l statute’s guideline
provisions, the program tracks, analyzes, and prioritizes grant initiatives that promote the recruitment and
retention of underrepresented groups of nursing. NSP 1l funded initiatives provide a pathway to grow a

diverse nursing workforce in the state and achieve progress toward national goals (Table 1).

Table 1. Pathway for NSP Il Initiatives to Achieve State & National Goals

NSP Il Initiative Related NSP Il Grant Related Statewide & National

2
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1. Increase nursing pre-licensure
enrollments and graduates

2. Advance the education of
students and RNs to BSNs, MSN
and Doctoral level

3. Increase the number of Doctoral-
prepared nurse faculty

4. Build collaborations between
education and practice

(Examples: clinical education models,
dedicated education units, pipelines to
nursing, community-based health
partnerships)

5. Increase capacity statewide

(Examples: faculty professional
development, statewide simulation
resources, nursing workforce center, nurse
resiliency program)

6. Increase Cohen Scholars as
future faculty and clinical
educators

# Additional nursing pre-
licensure graduates

# Additional nursing higher
degrees completed

# Additional nursing faculty at
Doctoral level

Collaborative results are
specific to grant initiative

(Examples: # of additional clinical
education spots, # of additional
partnerships)

Statewide results are specific
to grant initiative

(Examples: # of additional

resources, workshops, activities
or modules)

# Additional Cohen Scholars

Location Quotient, RN employment &
wages (U.S. Bureau of Labor
Statistics)

NCLEX-RN pass rates (MBON;
NCSBN)

Nurse residency turnover & retention
rates (MONL/MNRC; NSI)

National Nursing Workforce Survey
(NCSBN)

Proportion of nurses & nurse faculty
with Doctoral degree (AACN; HRSA)

Specific to grant initiative

Specific to grant initiative

Nurse faculty vacancy rates (NSP Il
Mandatory Data Tables; AACN)

Source: Nurse Support Program Il Request for Applications for Competitive Institutional Grants, FY 2025.

Nursing Workforce Trends: Maryland vs Nation

The registered nurse (RN) is the single largest group of health professionals, with more than three million

employed nationally and 49,770 RNs employed in Maryland (US Bureau of Labor Statistics, 2023). The

demand for RNs is expected to be significant in the coming years, with a projected 193,100 open positions

annually until 2032 due to nurses retiring or leaving the profession (US Bureau of Labor Statistics, 2023). If

current workforce trends persist, the nation can anticipate a shortage of 337,970 full-time equivalent RNs by

the year 2036 which represents a 9 percent shortage (HRSA). The projected shortage of RNs varies
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geographically and by state, with non-metropolitan areas expected to experience the greatest shortages
(HRSA). To better understand Maryland’s supply of RNs, researchers use a Location Quotient (LQ) to
quantify how concentrated the nursing industry is in this region as compared to the nation. A LQ greater
than one (1) indicates the occupation has a higher share of employment than average. Maryland’s share of
nurses in 2023 (LQ= 0.89) was less than the national average and most neighboring states, which
represents a 2 percent decline from 2022 (Table 2). The annual mean wage for registered nurses in

Maryland in 2023 was higher than the average for neighboring states (Table 2).

Table 2. RN Employment and Wages for Maryland and Neighboring States

Location Quotient (LQ) RN Employment Annual Mean Wage

Maryland 0.89 49,770 $92,090
West Virginia 1.45 20,860 $75,990
Delaware 1.20 11,810 $94,670
Pennsylvania 1.16 144,100 $87,530
New Jersey 0.94 82,950 $101,960
Virginia 0.85 70,650 $88,350

Source: U.S. Bureau of Labor Statistics, May 2023.

The nursing workforce is becoming younger and more diverse. The average age of nurses in the US in
2022 was 47.9 years compared to 48.7 years in 2018. In 2022, more than 65 percent of nurses were less
than 55 years old and the largest age group was 35-44. The proportion of nurses less than age 55 in 2018
was 62 percent and nurses aged 55-64 represented the largest age group. Data regarding the race/ethnicity
of nurses shows that the proportion of RNs that identified as non-hispanic Black increased by 3 percent and
the proportion of RNs that identified as non-Hispanic Asian increased by 4 percent. Additionally, male
nurses represent 12 percent of the nursing workforce, compared to 10 percent in 2018. There were similar
increases to the age and diversity of nurses in Maryland from 2018 to 2022. Maryland’s nursing workforce is
even younger and more diverse. The average age of nurses in Maryland in 2022 was 46.2 and 69 percent
were less than 55 years old. The data from 2022 also shows that 33 percent of RNs in Maryland identify as

non-Hispanic Black and 11 percent identify as non-Hispanic Asian. (HRSA, Nursing Workforce Dashboard)

Nursing Workforce Trends: Entry-to-Practice in Maryland

According to researchers, caution should be used when the basis of policy modeling and decision making is
employment trends, as nursing shortages are highly sensitive to multiple variables and complex to pinpoint
beyond regional trends. A better reflection of the state of Maryland’s workforce may be trends in RN entry-
to-practice, as it is the most important factor affecting projections of the nursing workforce supply

(Auerbach, et al., 2017, pg. 294). In Maryland, the best indicator of entry-to practice is first-time passing
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rates for the National Council Licensure Examination — Registered Nurse (NCLEX-RN), available through
the Maryland Board of Nursing (MBON). The number of graduates who pass the licensing exam can be a
good indication of how many additional nurses are entering the workforce, since it is the last step to become
a RN.

The number of nursing graduates taking the NCLEX-RN licensure exam has steadily increased in recent
years (Graph 1). The number of nursing graduates tested in FY 2023 (2,981) was 7 percent higher than last
year (2,772) and 26 percent higher than in FY 2018 (2,350). This provides evidence that the capacity to
educate more nurses has increased. The number of nursing graduates who passed and became licensed
RNs in FY 2023 (2,472) was 19 percent higher than FY 2018 (2,061). This equates to the addition of 411
RNs licensed to work in the state. Maryland is well positioned to continue this upward trend due, in part, to
NSP Il funding of the expansion of existing nursing programs and the development of new programs that

provide a pathway to produce additional nursing graduates eligible to take the NCLEX-RN licensure exam.

Graph 1. Maryland’s First Time NCLEX-RN Rates, FY 2018 — 2023

Maryland NCLEX-RN candidates

® #Tested M #Passed

3,000

2,750

2,500

2,250

2,000
FY 2018 FY 2019 FY 2020 FY 2021 FY 2022 FY 2023

Source: Maryland Board of Nursing. National Council State Boards of Nursing, and Pearson Vue. All
Maryland RN 1st time candidates who graduated from a Maryland nursing program and tested in any US

jurisdiction.
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Since FY 2018, NCLEX-RN passing rates in Maryland have been comparable to the overall passing rates in
the U.S. and exceeded the nation in FY 2021 and FY 2022 (Table 3). Starting on April 1, 2023, entry-to-
practice nursing graduates began testing with the Next Generation NCLEX (NGN) model for registered
nursing licensure. This format focuses on clinical judgment and includes a variety of question types with
related case studies that go beyond the usual multiple-choice options. Through the Maryland Nurse
Workforce Center $1.9 million grant, NSP |l funded the creation of a statewide NGN test bank in addition to
over 11 free workshops utilizing in-state faculty with expertise to meet the demand for additional resources
to prepare faculty and students for this change. A variety of on-demand resources are also made available

to Maryland schools of nursing at no cost on the Maryland Nursing Workforce Center website (MNWC).

Maryland’s NCLEX-RN pass rates from FY 2023 include three months of data from graduates who tested
with the NGN model for the NCLEX-RN exam (April 1, 2023 - June 30, 2023). The FY 2024 NCLEX-RN
pass rates for Maryland nursing graduates, who will have been tested exclusively with the NGN model, will
be available after June 30, 2024.

Fiscal
Year

Table 3. Maryland’s First Time NCLEX-RN Rates, FY 2018 — 2023

Total For All
Maryland BSN Maryland ADN Maryland MS Maryland Passing Rates
Programs Programs Entry Programs
Programs
No. No No No No No MD Us

. . No. No.
Tested Passed Tested Passed Tested Passed Tested Passed

773 676 1,316 1,145 261 240 2,350 2,061 87.70% 87.81%
2019 867 743 1,375 1,245 305 275 2,547 2,263  88.85% 88.36%
2020 775 650 1,467 1,299 304 286 2,546 2,235 87.78% 87.93%
2021 926 755 1,376 1,218 362 330 2,664 2,303 86.45% 84.48%
2022 965 747 1,433 1,205 374 324 2,772 2,276 82.11% 80.83%
2023 1,027 796 1,542 1,324 412 352 2,981 2472 8293% 83.21%

Source: Maryland Board of Nursing. National Council State Boards of Nursing, and Pearson Vue. All
Maryland RN 15t time candidates who graduated from a Maryland nursing program and tested in any US

jurisdiction.

Nursing Workforce Trends: Maryland New Graduate Retention

The recruitment and retention of nurses is a critical issue at national and state levels. From 2020 to 2022,
Maryland hospitals saw a 5 percent and 10 percent increase in RN turnover and vacancy rates, respectively
(NSP I, 2023). According to the “2024 NSI National Health Care Retention & RN Staffing Report,” the
national RN turnover rate in 2023 was 18.4 percent, which represents a 4.1 percent decrease from 2022

(NSI, 2024). The report shows a national RN vacancy rate of 9.9 percent in 2023, which was 5.8 percent
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lower than 2022. While this demonstrates some improvement nationally, it is important to recognize the
impact that turnover and vacancy rates have on hospital systems. According to the NSI report, the average
cost to replace one RN is $56,300 and reflects labor expenses including overtime, increases to salary,
critical staffing pay and travel/agency fees. On average, hospitals lost $4.82 million in 2023 due to turnover.
Compounding the problem of nurse turnover/vacancies is the time that it takes to recruit a replacement.
According to NSI’s data, it can take up to three months for a hospital to recruit a qualified nurse, with
medical-surgical positions being the most difficult to fill. In the northeast region, which includes Maryland, it
takes an average of 106 days to recruit a new nurse, which is 20 days longer than the national average.
This data demonstrates how crucial it is to focus on retention efforts. The retention of nurses can result in
significant cost savings to hospitals. Each percentage improvement in turnover rates could save a hospital
$262,500 annually (NSI, 2024).

As a nationally recognized leader in nurse residency programs, Maryland became the first state in the US to
have all acute care hospitals fund and offer nurse residency programs (NRPs) for new nurse graduates in
2018. The purpose of the residency program is to build upon nursing school’s foundational knowledge to
smoothly transition new nurses into professionals and retain them in the workforce. The Maryland
Organization for Nurse Leaders (MONL) tracks data for the Maryland Nurse Residency Collaborative
(MNRC) regarding outcomes of nurse residency programs in Maryland. Between 2013 and 2016, retention
rates for Maryland hospitals offering an NRP ranged between 91 and 93 percent. Prior to the coronavirus
pandemic, Maryland hospitals overall retained more than 88 percent of their new to practice nurses
annually (Table 4) compared to an average of 76 percent nationally (NSI, 2021). Moreover, hospital leaders
and nurse residents reported that they are more confident and competent after completing their 12-month

nurse residency program, resulting in better-prepared nurses and significant hospital cost savings.

Not unexpectedly, the retention rate declined in 2020 due to the coronavirus pandemic. Additionally, staff
shortages and safety requirements forced more than half the hospitals to stop their residency programs in
April 2020. Maryland hospitals reinvigorated their programs in 2022 and the retention rate of Maryland new
nurse graduates increased to 89 percent. The current 2023 retention rate is 91 percent, which
demonstrates further improvement. However, persistent staff shortages continue to impact these programs
for nurse residents. National trends show that the nursing profession is becoming younger with fewer
average years of experience, which supports the continued need for mentoring through nurse residency
programs. With an increasingly novice workforce, hospitals cannot rely solely on nurse preceptors on the

unit to mentor new graduates to the nursing profession.

Table 4. MNRC Data on Retention of New Nurse Graduates

_ 2017 2018 | 2019 | 2020 | 2021 2022 | 2023t
Number of Residents Hired 1573 1,513 1,846 1,995 2,417 2,603 3,422
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Source: Vizient/ AACN NRP Data for MONL, Inc. /MNRC, April 16, 2024
12023 turnover and retention data is preliminary; data is finalized after 12 months of employment.

2Turnover rate includes voluntary and involuntary termination of employment.

Nursing Workforce Trends: Burnout & Impact of COVID

Recent surveys have demonstrated, both nationally and in Maryland, that nurse well-being and their intent
to remain in the profession were being negatively affected by pandemic-related stress, staffing levels,
working conditions, increased violence in the workplace, and day-to-day uncertainties with changing patient
acuity. In a three-part longitudinal study, the American Organization for Nursing Leadership (AONL)
documented continually worsening job satisfaction, burnout, and intent to leave the profession by nursing
leaders. A 2021 Washington Post-Kaiser Family Foundation survey found that 30 percent of healthcare
workers were considering leaving their profession altogether. Exacerbating the losses is the imminent
retirement of all baby boomers that will reach the traditional retirement age of 65 by 2030, leaving a gap in
accumulated skills, knowledge, and experience. Unfortunately, this loss in the RN workforce coincides with

the increased healthcare needs of our aging population who have more acute and chronic conditions.

The National Council of State Boards of Nursing recently examined the impact of the COVID-19 pandemic
on the nursing workforce in the U.S. and found that 100,000 nurses left during the pandemic and one-fifth
intend to leave by 2027 due to stress, burnout, and retirement (NCSBN, 2023). In 2021, the Maryland
Nursing Workforce Center surveyed nearly 2,000 nursing staff about the impact of the COVID-19 pandemic

and the results are alarming. Many nurse respondents reported that they were physically exhausted:

e 48 percent had experienced sleep disturbances,

e 40 percent experienced moderate to severe stress,

e 48 percent felt anxious,

e 43 percent were unable to control worrying, felt hopeless, and had little pleasure in usual
things, and

e 49 percent had symptoms of burnout.

Additionally, about 62 percent of nurses felt their physical health and safety were compromised without their
consent, and more than 60 percent indicated an intent to leave their current nursing job. When asked what
would make them more willing to remain in the Maryland nursing workforce, 83 percent said that financial
incentives with salary increases, annual bonuses, hazard pay, and/or increased retirement contributions,
while 74 percent indicated improved staffing and nurse to patient ratios, the ability to self-schedule and

flexibility in shift work would make a difference. Other motivators were acknowledgements, wellness

resources, and personal protection during large-scale emergencies.
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A recent study conducted by Auerbach et al. (2024) showed that nursing workforce projections have
rebounded to pre-pandemic levels despite a decrease of more than 100,000 RNs during the COVID-19
pandemic. Additionally, the study found a shift in nurse employment to non-hospital settings, which
represented almost all of the growth in workforce from 2018 to 2023 (Auerbach et al., 2024). For this
reason, hospitals may still be experiencing nurse shortages despite growths overall. Nurse burnout and

intent to leave the profession also persists and adds to the challenges of a looming nursing shortage.

NSP Il Program Updates
Progress on “80 Percent BSN by 2025” Goal

Ongoing research findings confirm a hospital’s proportion of BSN nurses, regardless of educational
pathway, are associated with lower odds of 30-day inpatient surgical mortality (Porat-Dahlerbruch, et al.,
2022). A summary of feedback shared with NSP Il staff from Chief Nursing Officers (CNOs) in Maryland

support the continued importance of the bachelor’s degree in nursing (BSN):

e The BSN is perceived as the minimum standard of education for nurses;

e The proportion of BSNs is a criteria that is assessed when hospitals are looking to demonstrate
excellence through the Magnet Recognition Program®; and

e Nurses with a BSN or higher are more skilled in leadership, quality improvement, critical thinking,

evidence-based practice, professionalism, case management, and teamwaork/collaboration.

While all Maryland hospitals hire new graduate nurses with an Associate degree in nursing, almost all
require that they obtain a BSN degree within a certain timeframe. According to data from Maryland nurse
residency programs, new graduates with a BSN degree have a lower turnover rate (17 percent) than those
prepared in any other way (19 percent). As patient acuity levels rise and patients require more complex
care, it is imperative to support advanced degrees in nursing.

Data from NCSBN'’s National Nursing Workforce Survey showed that the proportion of BSN or higher
prepared nurses in the US increased to 71.7 percent in 2022 and 51.5 percent of nurses entered the
profession with a BSN or higher degree (AACN). In Maryland, 75 percent of nurses responding to the
National Nursing Workforce Survey had a BSN or higher degree in 2022 (Source: MNWC). Data from the
Robert Wood Johnson Foundation’s Campaign for Action showed that the percentage of nurses in
Maryland with a BSN or higher degree increased from 55 percent in 2010 to 69 percent in 2020, which was
10 percent higher than the 2020 national average of 59 percent (Brassard, 2023). This demonstrates that

steady progress is being made towards achieving the 80 percent goal of nurses holding a BSN by 2025.

Different educational pathways to the BSN are noted to increase accessibility and promote greater RN

diversity. To reach this goal, NSP |l funded Associate to Bachelor's (ATB) programs to streamline entry-
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level education options for nursing students, combining pre-licensure completion at the community college
and dual enrollment and curriculum alignments at the university. This program has significant benefits to
students by saving both money and the time to complete the Bachelor of Science in Nursing (BSN) degree.
In addition, RN-BSN programs expanded online and hybrid delivery options. Finally, second-degree
students who successfully completed a BS degree in a different career path were offered an accelerated

individualized program to complete their BSN in 12 to 15 months and enter nursing.

Nurse Faculty Workforce

An adequate supply of new graduate nurses is dependent upon enrollment and graduation rates at schools
of nursing. The shortage of qualified nursing faculty has long been cited by nursing programs as a primary
reason that prevents the admission of additional nursing students.

Overall, the outlook for Maryland faculty is comparable to the nation and has remained stable. According to
data collected for the NSP Il program, Maryland’s nurse faculty vacancy rates increased slightly from an
average of 8.1 percent between the 2015-2017 academic years (AY), to an average of 9.2 percent between
the AY 2019-2021. However, the average reported full-time faculty vacancy rate for schools of nursing in
Maryland remained stable at 9 percent in 2022. Nationally, the average overall vacancy rate for full-time
faculty increased from 8 percent in 2021 to 8.8 percent in 2022 (AACN). NSP Il program data between AY
2017- AY 2021 demonstrated an increase of 111 full-time faculty at both community colleges and

universities (for a total of 629), which tracks along with the MBON figures from a decade ago.

The number of nurses with a doctoral degree has a direct impact on faculty vacancy rates. National data
indicated in AY 2022-2023 that 85 percent of U.S. schools of nursing had faculty vacancies that required or
preferred a doctoral degree (AACN). Insufficient funds to hire new faculty were reported as the top barrier
by 63.3 percent of schools of nursing in AY 2022-2023 (AACN). In Maryland nursing programs, the majority
(61.5 percent) of faculty were doctoral prepared, compared to national data where only 19 percent of faculty
holds a graduate degree, and fewer than 2 percent hold a terminal doctoral degree (HRSA).

Aging of the nursing workforce continues to be a state and national concern. The number of FT faculty aged
60+ increased in Maryland nursing programs. The AONL Guiding Principles for the Aging Workforce

outlines how employers can invest in the productivity of the older RNs including:

e Adapting work environments: providing environmental modifications for injury prevention; reducing
the physical demands with bedside computers, automated beds, and non-professional staff
assistance,

e Re-designing jobs: developing new and emerging roles; promoting a culture that supports older
nurses and post-retirement options to avoid leaving gaps in advanced skill levels and years of

expertise at the bedside.

10
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e Other incentives: generational motivators in health benefits, and flexible schedules

Older RNs are needed to guide new nurses and maintain patient safety and quality of care.

Increased Certification of Nurse Faculty
The National League for Nursing’s Certified Nurse Educator (CNE®) credential is a mark of excellence for
nurse educators. CNE® certification distinguishes nursing education as a specialty area of practice and

demonstrates competency as a nurse educator.

Maryland currently has 273 CNE credentialed nurse educators (NLN). According to the NSP Il Data (Daw,
Ford, & Schenk), the number of faculty holding CNE credentials increased by more than 50 percent since
2018, exceeding the goal to double the number of faculty in Maryland holding the CNE credential by 2025.
This includes first-time credentialed and existing CNEs completing the required continuing education and
advancement as an educator to maintain the credential, renewed every 5 years. There is already a NSP Il
FY 2022 funded project to promote the CNE-Clinical with professional development. Faculty recruitment
efforts should include these previously untapped CNE credentialed nurses, who with their proven expertise,
would be an excellent resource to institutions, and encourage early career educators to move into full-time

roles.

New NSP lI-Funded Initiatives
Expanded Pathways to Nursing

e A nursing program in Western Maryland is supporting the advancement of licensed practical nurses

(LPNSs) education with the creation of an online LPN to BSN program.

e A nursing program on the Eastern Shore in Maryland is accelerating degree completion for second

degree nursing students with a fast-track BSN option.

Clinical Education Models
e The dedicated education unit (DEU) model provides clinical education on a designated hospital unit

and harnesses the expertise of clinical nurses to provide targeted preceptorships.

e The Academy of Clinical Essentials (ACE) model pairs groups of nursing students with a hospital
clinical instructor. The Practicum to Practice (P3) model offers nursing students an opportunity to
select a 1:1 senior practicum placement where they intend to work. NSP Il funding is being used to

expand these existing clinical education models.

11
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Community Health Partnerships
e A nursing program in Baltimore has partnered with local Head Start and Early Head Start programs
to produce the dual benefits of providing care to children in the community and increasing pediatric

clinical opportunities for nursing students.

e The development of a Nurse Managed Wellness Center (NMWC) in Baltimore that provides patient

services to the community and clinical opportunities for RN and NP students.

Staff Recommendations for the Competitive
Institutional Grants Program

The Competitive Institutional Grants Program builds educational capacity and increases the number of
nurse educators to adequately supply hospitals and health systems with well-prepared nurses. The NSP II
Competitive Grants Review Panel members are selected based upon their expertise relative to the grant
program. The FY 2025 NSP Il Review Panel was composed of eight members with backgrounds in
healthcare, regulation, nursing education, and hospital administration, and included former NSP Il project
directors, NSP | and NSP 1l staff members.

Each grant proposal is compared to and evaluated against the criteria outlined in the Request for
Applications (RFA) using a consistent scoring rubric. The scoring rubric assigns a maximum number of
points to each section of the grant proposal, including: Abstract (5 pts), Overview (15 pts), Project Goals &
Obijectives (15 pts), Scope of Proposed Initiative (15 pts), Management Plan (15 pts), Evaluation Plan (15
pts) and Budget & Cost-Effectiveness (20 pts), for a total maximum of 100 possible points. The scoring
rubric with guiding questions and a summary score sheet are distributed to the review panelists with a copy
of each proposal. Every reviewer on the panel uses the same scoring rubric and guidelines when evaluating
proposals and completed forms are submitted to NSP 1l staff. Every reviewer is asked to provide
constructive comments on the strengths, weaknesses and suggested improvements for the proposal in a
manner that can be shared with the applicant. When scoring each proposal, reviewers provide one of the
following initial funding recommendations: highly recommend, recommend, recommend with revision or not

recommend.

After the independent review panelist recommendations have been received, NSP |l staff compile and verify
the recommendations. Application scores, budgets and any budget revisions are recomputed to ensure
mathematical accuracy. The review process concludes with a reviewer debriefing meeting where the
strengths, weaknesses and opportunities, and the logic behind each reviewer’s score are discussed in order
to reach a consensus. Through the review panel debriefing process, final recommendations are formulated

for each proposal. Reviewer comments are combined and appropriately paraphrased as needed for each

proposal. These comments are shared with the applicants whose proposal was not recommended to help
12
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them to better prepare future grant proposals. Reviewer identity is kept confidential at all times. A total of 35
proposals were received for the FY 2025 NSP Il RFA from nursing programs at nine community colleges

and eight universities. All 35 proposals were scored and reviewed by the NSP || Review Panel.

Based on the outcome of this review, HSCRC and MHEC staff recommend the following 27 proposals
presented in Table 5 for the FY 2025 NSP Il Competitive Institutional Grants Program, totaling $13,085,063.

This final recommendation describes the panel’'s recommendations for Commission approval.

Table 5. FY 2025 Recommendations for Funded Proposals

Allegany College of

Hybrid Weekend Nursing Program

Total
Funding
Request

NSP 11-25-101 MD Expansion 4 years $913,019
Frostburg State . .

NSP 1l 25-104 University LPN to BSN Capacity Building 4 years $2,150,127
Hagerstown . .

NSP Il 25-105 Community College Evening Weekend Nursing Program 4 years $1,656,426

NSP Il 25-106 Johns I—!opkms Graduate Ac_ademlc Nurse Educator 2 years $443,693
University Implementation

NSP Il 25-109 Nojcre Dg S @ L4 Cultivating Assessment Expertise 1 year $15,256
University

NSP 11 25-111  Salisbury University RN-MSN: Accelerated Path 2 years $142,764

NSP I 25-112 Unwersity of Igniting Faculty Capacity 3years  $480,907
Maryland, Baltimore '

) University of Implementation of a Nurse Managed
NS et Maryland, Baltimore Health Center CAEENS T 228
_ University of Planning a Part-time Program for the

NSP Il 25-115 Maryland, Baltimore BSN 1 year $75,764

NSP Il 25-201 Anne Aru_ndel Professional Development Resource 1 year $50,000
Community College Grant

NSP Il 25-202 Allegany College of Professional Development Resource 1 year $34,560
MD Grant

NSP |l 25-203 Carroll Community Professional Development Resource 1 year $49.975
College Grant

NSP Il 25-204 Chesapeake College er‘;fﬁtss'ona' DI BRI MESETEE lyear  $7,460

NSP Il 25-205 IR STEE NCLEX Resource Grant 1 year $64,260

University

13
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Frostburg State

Professional Development Resource

NSP Il 25-206 University Grant 1 year $44,417
NSP |l 25-207 Harford Community Professional Development Resource 1 year $48,095
College Grant
NSP Il 25-208  McDaniel College (F;rr‘;fr?tss'ona' DEvEEpment REEeuEe lyear  $18,186
NSP 11 25-209 Montgomery College = MCSRC Statewide Resource Grant 1 year $1,566,000
Professional Development Resource
NSP 11 25-210 Montgomery College Grant 1 year $48,762
NSP Il 25-211 No_tre D_ame of MD Professional Development Resource 1 year $49,827
University Grant
Prince George’s Professional Development Resource
NSP Il 25-213 Community College Grant 1 year $50,000
NSP 11 25-214  Salisbury University gg?tss'ona' eI RESDLEE 1 year $50,000
NSP Il 25-215  Towson University (F;rrgfr?tss'ona' DEVEIIE (NESeEs lyear  $50,000
Johns Hopkins R3 - Renewal, Resilience and Retention
NPl Zealls University of MD Nurses Continuation Grant ZUEETE el
NSP |l 25-217 University of _ Dedicated Education Unit Continuation 3 years $484,805
Maryland, Baltimore Grant
) University of Head Start Partnership to Expand
NPl ety Maryland, Baltimore Clinical Opportunities Continuation Grant YRS e
) University of Maryland Nursing Workforce Center
NS ez Maryland, Baltimore Continuation Grant LTS LA, BT
TOTAL $13,085,063

These highly recommended proposals address the following NSP Il initiatives:

e NSP Il Initiative #1 to increase nursing pre-licensure enrollments and graduates:

o Part-time entry into practice BSN will be developed to increase diversity in nursing students
and the nursing workforce; increase student success; and timely entry into the nursing

workforce.
o Hybrid weekend program at the only Western Maryland Associate Degree nursing program.

o Adding an evening-weekend nursing cohort program to address critical nursing shortages

in Washington County, MD.

14
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o

Additional capacity in a new LPN to BSN program with the new, five-semester online LPN
to BSN in the first and only fully online program within Maryland. This provides a part-time
pathway for working LPNs to continue their education to the BSN degree level by
potentially graduating 200 additional students.

Planning grant to facilitate a reassessment of policies and strategies to prepare students for
the National Council on Licensing Examination for registered nurses (NCLEX-RN). This will
support building assessment capacity, as well as develop expertise in multi-dimensional
assessment including student progress consisting of persistence and retention; teaching

quality; and program accountability to stakeholders and licensing and regulatory bodies.

Resource grant that focuses on providing targeted resources to HBCU students that
address factors that contributed to poor academic and NCLEX-RN exam performance.
Targeted resources include mentoring, counseling, and workshops that emphasize mental

wellness, and life management skills, including financial literacy and emotional intelligence.

e NSP Initiative #2 to advance the education of students and RNs to the BSN, MSN, and Doctoral

level: Pathways to nursing and employment that address NSP Il initiative :

O

Planning grant will redesign a RN-MSN accelerated program to update the curriculum to
meet student and workforce demands. Curriculum will provide a focus for leadership and

nurse educator roles with fast-track completion that meets current standards.

e NSP Il Initiative #4 to build collaborations between education and practice:

(o]

Continuation grant that expands on the prior accomplishments of the Dedicated Education
Unit (DEU) pilot. The DEU pilot showed medical/surgical students completed more skills
and had increased satisfaction with clinical experiences when compared to the traditional
model. The program creates pathways to employment for students and builds a well
prepared cadre of staff nurses who are ready to mentor students and new graduates. The
model will focus on expanding the model to all Maryland regions.

A continuation grant will support expanding collaboration between education and practice
to build capacity to educate nurses. The grant will augment partnerships with Maryland
Family Network, Early Head Start, and Head Start programs to provide family-centered
service at Family Support Centers. Building on past success, the model integrates entry-
level, RN-to-BSN, and Doctor of Nursing Practice/APRN students in community-based

clinical placements.

15
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o A nurse-managed health center model that addresses capacity for clinical sites, faculty
practice and competency-based education while providing care to vulnerable populations in

Maryland. The model will address health, equity, access and learning.
e NSP Il Initiative #5 to increase capacity statewide:

o Enhance Maryland’s nursing workforce readiness through increased integration of
competency-based education (CBE) best practices in the state’s nursing programs.
Statewide nursing faculty will be prepared by incorporating key CBE principles in their
teaching approach. Four on-site regional faculty workshops for approximately 200 nursing

faculty members with ongoing faculty development.

o Statewide resource grant for clinical simulation equipment and materials that have a direct
effect on student learning through increased fidelity during simulation experiences. The
Maryland Clinical Simulation Resource Consortium will support all 29 Maryland pre-
licensure nursing schools through this supplemental grant by providing simulation

equipment and materials to be utilized in their simulation centers.

o Continuation grant that strengthens the resilience curriculum before and after graduation.
Statewide communities of practice share best practices to optimize the impact of more than
1,500 faculty, students, NRP educators, novice and practicing nurses with skills and
strategies that address workload, work-life balance, reduce burnout, improve resilience,

well being, job sustainability, and that forge healthy, ethical workplaces.

o The continuation grant of the Maryland Nurse Workforce Center will work with partners in
Maryland on issues relevant to the Maryland nursing workforce. The focus will be expanded
to include advocacy, recruiting and pipeline, retention, and nurse education, while
maintaining the primary focus on data collection, analysis and dissemination. The MNWC
will expand to align with workforce centers nationally and leverage the resources and
support of the National Forum for State Nursing Workforce Centers.

o Professional Development Resource Grants for a total of 12 Schools of Nursing to support
lifelong learning and quality education through faculty participation in national and

statewide nursing conferences in areas of simulation, instruction, and clinical evaluation.

o Revise nurse educator courses and provide statewide resources that prepare nurses to
assume academic and clinical faculty roles by developing efficiencies for dual preparation

of doctoral education and nurse educator certification.
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Background

In August 2023, the HSCRC engaged 13 Healthcare Consulting to assist with a Annual Filing Modernization
(AFM) initiative. The overall goal of this project is to obtain additional information about the operational
costs at regulated hospitals to better improve HSCRC oversight, as well as streamline the documentation

and collection of this information. The AFM project consist of the following workstreams:

1) Physician Cost Allocation

2) Cost Center Alignment

3) Overhead Reallocation

4) Annual Filing Submission Revisions

5) Accounting and Budget Manual Revisions

This document focuses on Task 5, Accounting and Budget Manual Revisions.

Task 5/ Subgroup 3

The current version of the Accounting and Budget Manual was created in the late 1970s. Since that time,
there have been revisions but not a complete overhaul. The objective of Task 5 is to modernize the manual
by first removing information which is no longer relevant; adding new content learned while completing
Tasks 1-4; and improving the way readers of the manual view and query its content. At this time, HSCRC
has removed outdated content and revised other portions of the manual (Phase 1). A summary of these

changes are as follows:

Section 100 (Accounting Principles and Concepts)
e Removed general accounting principles;
Section 200 (Chart of Accounts)
e Removed instructions for establishing an accounting system; updated cost center information;

Section 300

¢ No change. This section will remain blank until the final version of the manual is finalized.
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Section 400 (Reporting Requirements)

e Updated mailbox addresses; removed reports no longer relevant;
Section 500 (Reporting Instructions)

e Updated instructions; removed reports no longer relevant;
Section 600 (Reporting Schedule Checklist)

e Updated checklist; removed attestation form;
Section 700 / Appendix D (Standard Units of Measure)

e No changes;
Appendix A (Glossary of Terms)

e Removed List of Accounting Terms section;
Appendix B (Hospital List)

e Added and Updated hospital names, financial and Medicare identification numbers;
Appendix C (Center Codes)

e Added additional center codes;

Alternative Method of Rate Determination (ARM) Manual

¢ Removed language no longer relevant and added current policy.




SECTION 200
CHART OF ACCOUNTS
7580 AUDIOLOGY

Function

The Audiology cost center provides and coordinates services to person’s age newborns through
geriatrics. Audiology evaluates individuals with auditory and vestibular complaints or symptoms
(including, but not limited to, impaired hearing, tinnitus, dizziness, imbalance, sound intolerance,
delayed speech and language, auditory processing problems, poor educational performance, or failed
hearing and/or balance screening results), and aid in the diagnosis of vestibular disease/falls risk leading
to vestibular rehabilitation. Audiology diagnoses hearing loss, identifies auditory disorders, and
determines the possible etiology of auditory disorders.

Conducted evaluations include, case history (including previous assessments and diagnoses, diagnostic
impressions, and management planning); physical examination of the ears and cranial nerve function,
gait, and posture; qualitative and/or quantitative classification of communication abilities; assessment
and impact of tinnitus and/or decreased sound tolerance; behavioral (psychometric or psychophysical),
physical, and electrophysiological tests of hearing, auditory function, balance and vestibular function,
and auditory processing that result in the formation of a diagnosis and subsequent management and
treatment planning.

Audiologists collaborate with other healthcare providers, patients and their caregivers to integrate
information, test results, and treatment recommendations to develop a comprehensive needs
assessment for medical, educational, psychosocial, vocational, or other services. They also design and
implement programs to prevent the onset or progression of hearing loss and identify individuals
exposed to potentially adverse conditions.

Description

This cost center contains the direct expenses incurred in maintaining an Audiology program. The
expense related to the sale of hearing aids and disposable medical supplies must not be included here
but accounted for in the Medical Supplies Sold cost center. Included as direct expenses are salaries and
wages, employee benefits, professional fees (non-physician), supplies, purchased services, other direct
expenses and transfers.

Standard Unit of Measure: Relative Value Units

Audiology Relative Value Units (RVU) as determined by the Health Services Cost Review Commission.
(See Appendix D of this manual.) Relative Value Units for unlisted services or procedures should be
estimated based on other comparable modalities or procedures.

Data Source
The number of RVU shall be obtained from an actual count maintained by the Audiology Cost Center.

Reporting Schedule

Schedule D - Line D43



08/01/08 SECTION 200 206

CHART OF ACCOUNTS
7110 MEDICAL SUPPLIES SOLD
7111 Medical Supplies-Billable
7112 Medical Supplies-Non-Billable
Description

The Medical Supplies Sold cost center is used for the accumulation of the invoice cost of all disposable
medical and surgical supplies and equipment used in daily hospital service centers, ambulatory service
centers and certain ancillary service centers (Labor and Delivery and Delivery Services, Account 7010,
Operating Room, Account 7040, Ambulatory Surgery, Account 7050, Speech-Language Pathology,
Account 7550, and Audiology, Account 7580, Interventional Radiology/Cardiovascular, Account 7310,
Occupational Therapy, Account 7530, and Physical Therapy, Account 7510). The invoice/inventory cost
of non-chargeable disposable supplies and equipment issued by the Central Services and Supplies cost
center (Account 8460) to patient care cost centers shall be maintained in this cost center. If such items are
purchased by the patient care cost center, the invoice cost of preparing and issuing medical and surgical
supplies and equipment must be accumulated in the Central Services and Supplies cost center (Account
8460). The cost of reusable (non-disposable) medical and surgical supplies must be accounted for in the
Central Services and Supplies cost center (Account 8460). The applicable portion of such overhead will
be allocated to this cost center during the cost allocation process.

Standard Unit of Measure: Equivalent Inpatient Admissions (EIPA)

Gross Patient Revenue x Inpatient Admissions (excl. nursery)
Gross Inpatient Revenue

Data Source

Gross Patient Revenue and Gross Inpatient Revenue shall be obtained from the General Ledger. Inpatient
Admissions shall be obtained from daily census counts.

Reporting Schedule

Schedule D - Line D26



SECTION 200
CHART OF ACCOUNTS

7550 SPEECH-LANGUAGE PATHOLOGY
Function

The Speech-Language Pathology cost center provides evaluation and treatment to persons with
impaired speech, language, cognitive-communication, or swallowing function. Speech-Language
Pathology includes evaluation, treatment, and establishing plans of care to address areas of need.
Specific Speech-Language Pathology services, which shall be implemented or supervised by a licensed
speech-language pathologist, include but are not limited to diagnostic assessment and evaluation,
treatment, and continued evaluation/periodic re-evaluation.

Diagnostic assessment and evaluation includes clinical appraisal of speech (articulation, voice, fluency,
motor speech disorders), deglutition (clinical bedside dysphagia exams and instrumental dysphagia
assessments, such as flexible endoscopic examination of swallowing or modified barium swallow
studies), language competencies (expressive and receptive language domains), and underlying processes
(speech perception, visual perception, motor skills, cognitive skills, memory, attention, etc.) through
standardized and informal tests, and hearing screening. Treatment includes planning and conducting
treatment programs on an individual or group basis, to develop, restore, improve or augment functional
skills of persons disabled in the processes of speech, deglutition, language and/or underlying processes.
Continued evaluation/periodic re-evaluation includes both standardized and informal procedures to
monitor progress and verify current status.

Additional activities may include but are not limited to preparation of written diagnostic evaluative and
special reports; provisions of extensive counseling and guidance individuals and their families; and
maintaining specialized equipment utilized in evaluation and treatment such as assistive communication
devices and speech prostheses.

Description

This cost center contains the direct expenses incurred in maintaining a Speech-Language Pathology Cost
Center. Any expenses related to the sale of speech prostheses or other communication aids and
disposable medical supplies must not be included here but accounted for in Medical Supplies Sold cost
center. Included as direct expenses are salaries and wages, employee benefits, professional fees (non-
physician), non-medical supplies, purchased services, other direct expenses, and transfers.

Standard Unit of Measure: Relative Value Units (RVU)

Speech- Language pathology RVUs as determined by the Health Services Cost Review Commission. (See
Appendix D of this manual.) Relative Value Units for unlisted modalities or for procedures should be
estimated based on other comparable modalities or procedures.

Data Source

The number of Relative Value Units shall be the actual count maintained by the Speech-Language
Pathology cost center.

Reporting Schedule

Schedule D - Line D41



7/1/2024 APPENDIX D Ixx
STANDARD UNIT OF MEASURE REFERENCES
AUDIOLOGY

ACCOUNT NUMBER COST CENTER TITLE

7580 AUDIOLOGY

The Audiology relative value units (RVUs) were developed with the aid of the industry task force under
the auspices of and approved by the Health Services Cost Review Commission. The descriptions in this
section of Appendix D were obtained from the 2024 edition of the Current Procedural Terminology (CPT)
manual, and the 2024 edition of the Healthcare Common Procedure Coding System (HCPCS). In assigning
RVUs the group used the 2023 Medicare Physician Fee Schedule (MPFS) released December 15, 2022,
and then assigned using the following protocol. For the new 2024 CPT codes we used the 2024 Medicare
Physician Fee Schedule (MPFS) released December 13, 2023.

RVU Assignment Protocol

RVUs were proposed based on the Medicare Physician Fee Schedule (MPFS) Non-Facility (NON-FAC)
Practice Expense (PE) RVUs. When there is a Technical Component (TC) modifier line item, that value
was used. To maintain whole numbers in Appendix D, RVUs were multiplied by ten and rounded to the
nearest whole number, where values less than X.5 were rounded down and all other values were
rounded up. For example, basic vestibular evaluation CPT of 92540 has a NON-FAC PE RVU of 1.69. 1.69
*10=16.9. 16.9 rounded = 17. 17 is the proposed RVU.

1) For RVUs utilizing the methodology described above, the rationale in the table of RVUs is
noted as MPFS.

2) For RVUs where the calculated RVU appeared too high (because it included significant
equipment or other overhead and non-staff costs associated with it) or too low (because it did
not properly reflect the facility resources associated with the service), the proposed RVU was
modified as noted in the table of RVUs.

a. 92537 Caloric vestibular test, bithermal did not seem reasonable in comparison to
other codes. It was determined to mirror CPT 92540 basic vestibular evaluation which is
17 RVUs.

b. 92538 Caloric vestibular test, monothermal did not seem reasonable in comparison to
other codes. It was determined that based on the CPT description and resources
involved that it would be equal to half of CPT 92537 Caloric vestibular test, bithermal
rounded down which is 17 divided by 2= 8.5 rounded down to 8.

c. 92550 Tympanometry and reflex threshold measurements did not seem reasonable in
comparison to other codes. It was determined that based on the CPT description and
resources involved that it is a combination of CPT 92567 Tympanometry (3 RVUs) and
CPT 92568 Acoustic reflex testing (2 RVUs) =5 RVUs.

d. 92557 Comprehensive audiometry threshold did not seem reasonable in comparison
to other codes. It was determined that based on the CPT description and resources
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APPENDIX D Ixx
STANDARD UNIT OF MEASURE REFERENCES
AUDIOLOGY

involved that it is a combination of CPT 92553 Pure tone audiometry (13 RVUs) and CPT
92556 Speech audiometry threshold (13 RVUs) = 26 RVUs.

e. 92570 Acoustic immittance testing did not seem reasonable in comparison to other
codes. It was determined that based on the CPT description and resources involved that
it is a combination of CPT 92567 Tympanometry (3 RVUs) and CPT 92568 Acoustic reflex
testing (2 RVUs) plus 2 RVUs for decay testing= 7 RVUs.

f. 92579 Visual reinforcement audiometry did not seem reasonable in comparison to
other codes. It was determined to mirror CPT 92552 Pure tone audiometry which is 11
RVUs.

g. 92588 Distortion product evoked otoacoustic emissions, comprehensive did not seem
reasonable in comparison to other codes. It was determined that based on the CPT
description and resources involved that it should be set at double CPT 92587 Distortion
product evoked otoacoustic emissions, limited 3*2 = 6 RVUs.

3) For RVUs without a NON-FAC PE RVU value in the MPFS, the underlying rationale for the RVU
has been noted in the table of RVUs.

a. 92630 Auditory rehabilitation, prelingual did not seem reasonable in comparison to
other codes. It was determined to mirror CPT 92626 Evaluation of auditory function
which is 12 RVUs.

b. 92633 Auditory rehabilitation, postlingual did not seem reasonable in comparison to
other codes. It was determined to mirror CPT 92626 Evaluation of auditory function
which is 12 RVUs.

4) Unlisted services or services rarely performed have been assigned as By Report (BR). Similar
logic should be utilized to assign RVUs to any services that are not found or BR.

o|f there are no MPFS RVUs for a service, mirror an existing code that has similar facility
resources or mirror an existing code that has similar facility resources with adjustments
if needed (for example, if a BR service is slightly less resource intensive than an existing
service, the RVU can be lower). The BR methodology for each code must be
documented and readily available in the event of an audit.

Other considerations:

N

Routine supply cost is included in the HSCRC rate per RVU.

Non-routine supply costs and disposable medical supplies are billable as M/S supplies.
Durable Medical Equipment (DME) for inpatient services is billable as M/S supplies.
However, DME provided to outpatients are not regulated by HSCRC, and all applicable payor
DME billing requirements would apply.
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The CPT codes reviewed account for most services provided in audiology. There are some
CPT codes not listed and new codes may be added in the future. These codes should be
considered as “by report” by the individual institution and use the RVU assignment

protocols listed above.

CPT codes are in a process of constant revision and as such providers should review their
institution’s use of CPT codes and stay current with proper billing procedures.

Time increments used in this section of Appendix D are for direct patient time. Direct
patient time spent evaluating and treating the patient is billable. Time spent on set-up,
documentation of service, conference, and other non-patient contact is not reportable or

billable.

It is expected and essential that all appropriate clinical documentation be prepared and

maintained to support services provided.

CODE DESCRIPTION RVU CATEGORY RATIONALE
92511 Nasopharyngoscopy with endoscope 59 Non-Time MPES
(separate procedure) Based
97512 Ngsal function studies (e.g., 0 Non-Time Zero RVUs. Not SLP/AUD.
rhinomanometry) Based
92516 Facial nerve function studies (egg, 17 Non-Time MPES
electroneuronography) Based
Vestibular evoked myogenic potential .
. s . Non-Time
92517 | (vemp) testing, with interpretation and 15 Based MPFS
report; cervical (cvemp)
Vestibular evoked myogenic potential .
. oy . Non-Time
92518 | (vemp) testing, with interpretation and 15 Based MPFS
report; ocular (ovemp)
Vestibular evoked myogenic potential .
. sy . Non-Time
92519 | (vemp) testing, with interpretation and 15 Based MPFS
report; cervical (cvemp) and ocular (ovemp)
Caloric vestibular test with recording,
bilateral; bithermal (i.e., one warm and one Non-Time Mirror CPT 92540 Based on
92537 o 17
cool irrigation in each ear for a total of four Based resources
irrigations)
Caloric vestibular test with recording, Non-Time Set at half of CPT 92537
92538 | bilateral; monothermal (i.e., one irrigation in 8 Based (rounded down) Based on CPT
each ear for a total of two irrigations) Description and resources
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CODE DESCRIPTION RVU CATEGORY RATIONALE
Basic vestibular evaluation, includes
spontaneous nystagmus test with eccentric
gaze fixation nystagmus, with recording,
positional nystagmus test, minimum of 4 Non-Time
92540 . . . - 17 MPFS
positions, with recording, optokinetic Based
nystagmus test, bidirectional foveal and
peripheral stimulation, with recording, and
oscillating tracking test, with recording
92541 Spon.tam.aous nystagmus tgst, mcIud.mg gaze 3 Non-Time MPES
and fixation nystagmus, with recording Based
92542 Pos!t!onal nYStagmus 'Fest, minimum of 4 4 Non-Time MPES
positions, with recording Based
Optokinetic nystagmus test, bidirectional, .
. . . . Non-Time
92544 | foveal or peripheral stimulation, with 2 MPFS
. Based
recording
I . . . Non-Time
92545 | Oscillating tracking test, with recording 2 Based MPFS
. . . . . . Non-Time
92546 | Sinusoidal vertical axis rotational testing 35 Based MPFS
92547 Use.o.f vertical eIectroc.Ies (list separately in 3 Non-Time MPES
addition to code for primary procedure) Based
Computerized dynamic posturography
sensory organization test (cdp-sot), 6
92548 cpndltlons (i.e., eyes open, eyes closed, 7 Non-Time MPES
visual sway, platform sway, eyes closed Based
platform sway, platform and visual sway),
including interpretation and report
Computerized dynamic posturography
sensory organization test (cdp-sot), 6
conditions (i.e., eyes open, eyes closed,
92549 visual sway, platform sway, eyfes closed 6 Non-Time MPES
platform sway, platform and visual sway), Based
including interpretation and report; with
motor control test (mct) and adaptation test
(adt)
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CODE DESCRIPTION RVU CATEGORY RATIONALE
. Combination of CPT 92567 (3) +
92550 Tympanometry and reflex threshold 5 Non-Time 92568 (2) Based on CPT
measurements Based -
Description and resources
. Zero RVUs. Screening/No
. . Non-Time A
92551 | Screening test, pure tone, air only 0 Charge/Part of Clinic Visit
Based . .
performed during visit
Non-Ti
92552 | Pure tone audiometry (threshold); air only 11 oBr;5e|(rjne MPFS
92553 Pure tone audiometry (threshold); air and 13 Non-Time MPES
bone Based
. Non-Time
92555 | Speech audiometry threshold 8 MPFS
Based
92556 Speech‘ afudlometry threshold; with speech 13 Non-Time MPES
recognition Based
Comprehensive audiometry threshold Non-Time Combination of CPT 92553 (13) +
92557 | evaluation and speech recognition (92553 26 Based CPT 92556 (13) Based on CPT
and 92556 combined) Description and resources
Evoked otoacoustic emissions, screening .
o . . . Typically used for newborn
(qualitative measurement of distortion Non-Time .
92558 . . 1 screenings. See DEL rate center
product or transient evoked otoacoustic Based .
. . when appropriate.
emissions), automated analysis
92562 Loudness balance test, alternate binaural or 14 Non-Time MPES
monaural Based
Non-Time
92563 | Tone decay test 10 MPFS
Based
Non-Ti
92565 | Stenger test, pure tone 6 on-fime MPES
Based
. . Non-Time
92567 | Tympanometry (impedance testing) 3 Based MPFS
. . Non-Time
92568 | Acoustic reflex testing, threshold 2 MPFS
Based
tACr(:muZtr:(;Irrr?eTrltt(airr;cee'::::eg:ctle:'(c:ilrl:d)eS;acoustic Non-Time Combination of CPT 92567 (3) +
92570 | VTP Y \Impe &) 7 92568 (2) + 2 RVUs for decay
reflex threshold testing, and acoustic reflex Based .
. testing
decay testing
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CODE DESCRIPTION RVU CATEGORY RATIONALE
92571 | Filtered speech test g | Non-Time MPFS
Based
. Non-Time
92572 | Staggered spondaic word test 14 MPFS
Based
. . Non-Time
92575 | Sensorineural acuity level test 6 MPFS
Based
. . A Non-Time
92576 | Synthetic sentence identification test 12 MPFS
Based
Non-Time
92577 | Stenger test, speech 6 Based MPFS
92579 | Visual reinforcement audiometry (vra) 11 Non-Time Mirror CPT 92552 Based on
Based resources
92582 | Conditioning play audiometry 24 | Non-Time MPFS
Based
. . Non-Time
92583 | Select picture audiometry 16 MPFS
Based
92584 | Electrocochleograph o3 | Non-Time MPFS
graphy Based
Distortion product evoked otoacoustic
emissions; limited evaluation (to confirm
the presence or absence of hearing Non-Time
2587 MPF
9258 disorder, 3-6 frequencies) or transient 3 Based >
evoked otoacoustic emissions, with
interpretation and report
Distortion product evoked otoacoustic
emissions; comprehensive diagnostic
evaluation (quantitative analysis of outer Non-Time | Set at double CPT 92587 Based
92588 . . . 6
hair cell function by cochlear mapping, Based on resources
minimum of 12 frequencies), with
interpretation and report
Hearing aid examination and selection; Non-Time Zero RVUs, Typically Non-
92590 0 .
monaural Based Hospital
Hearing aid examination and selection; Non-Time Zero RVUs, Typically Non-
92591 | . 0 .
binaural Based Hospital
-Ti 7 i -
92592 | Hearing aid check; monaural 0 Non-Time ero RVUs, Typlcally Non
Based Hospital
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92593 | Hearing aid check; binaural 0 Non-Time Zero RVUs, Ty!mcally Non-
Based Hospital
Electroacoustic evaluation for hearing aid; Non-Time Zero RVUs, Typically Non-
92594 0 .
monaural Based Hospital
Electroacoustic evaluation for hearing aid; Non-Time Zero RVUs, Typically Non-
92595 | . 0 .
binaural Based Hospital
92596 | Ear protector attenuation measurements 6 N()Br;;'[el;ne MPFS
Diagnostic analysis of cochlear implant, .
- . Non-Time
92601 | patient younger than 7 years of age; with 24 Based MPFS
programming
Dlagnostlc analysis of cochlear implant, Non-Time
92602 | patient younger than 7 years of age; 17 Based MPFS
subsequent reprogramming
92603 Diagnostic anaIy5|s.of cochlear mplant, age 29 Non-Time MPES
7 years or older; with programming Based
Diagnostic analysis of cochlear implant, age Non-Time
92604 | 7 years or older; subsequent 14 Based MPFS
reprogramming
92620 Evaluatl.oh .of centr.al auditory function, with 14 Time- MPES
report; initial 60 minutes Based
Evaluation of central auditory function, with
92621 report; each addljclpnal 15 minutes (!ISt 3 Time- MPES
separately in addition to code for primary Based
procedure)
Diagnostic analysis, programming, and Time-
verification of an auditory osseointegrated Based
92622 | sound processor, any type; first 60 minutes 11 MPFS
Diagnostic analysis, programming, and
verification of an auditory osseointegrated Time-
sound processor, any type; each additional Based
15 minutes (list separately in addition to
92623 | code for primary procedure) 3 MPFS
Assessment of tinnitus (includes pitch, Non-Time
92625 | loudness matching, and masking) 8 Based MPFS
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CODE DESCRIPTION RVU CATEGORY RATIONALE

Evaluation of auditory function for surgically

92626 implanted <;Jewce(s) candldacY or 12 Time- MPES.

postoperative status of a surgically Based

implanted device(s); first hour

Evaluation of auditory function for surgically

implanted device(s) candidacy or

postoperative status of a surgically Time-
92627 implanted device(s); each additional 15 3 Based MPFS

minutes (list separately in addition to code

for primary procedure)

Auditory rehabilitation; prelingual hearing Non-Time Mirror CPT 92626 Based on
92630 12

loss Based resources

Auditory rehabilitation; postlingual hearing Non-Time Mirror CPT 92626 Based on
92633 12

loss Based resources

Auditory evoked potentials; screening of Non-Time
92650 | auditory potential with broadband stimuli, 6 Based MPFS
automated analysis

Auditory evoked potentials; for hearing Non-Time
92651 | status determination, broadband stimuli, 15 Based MPFS
with interpretation and report

Auditory evoked potentials; for threshold Non-Time
92652 | estimation at multiple frequencies, with 18 MPFS

) . Based
interpretation and report ase
Auditory evoked potentials; .
. . s . Non-Time
92653 | neurodiagnostic, with interpretation and 14 Based MPFS
report
92700 Unlisted otorhinolaryngological service or By Non-Time Unlisted Code
procedure Report Based
V5240 Dispensing fee, contralateral routing 0 Non-Time Zero RVUs, Typically Non-

system, binaural Based Hospital
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Definitions

Current Procedural Terminology (CPT) codes — Describe medical, surgical, and diagnostic services.

Health Care Common Procedure Coding System (HCPCS) — Codes based on the CPT to provide

standardized coding when healthcare is delivered.

Relative Value Units (RVUs) — A standard unit of measure. A value or weight assigned to a specific

service based on relative resources used for that service relative to other services.
Medicare Physician Fee Schedule (MPFS) — The Centers for Medicare and Medicaid Services (“CMS”)

use the MPFS for reimbursement of physician services, comprised of resources costs associated with

physician work, practice expense, and professional liability insurance.

Background

On October 24, 2023, the HSCRC staff convened a workgroup to review and initiate changes to the STH &
AUD RVUs and the guidelines for these rate centers. The members of this workgroup included Hospitals,
Maryland Hospital Association, Insurance Companies, and Hospital Consultants. These changes were

initiated for the following reasons:

1. They standardize RVUs using the Medicare Physician Fee Schedule weights; they update new
codes using national CPT code definitions; and they remove inactive codes from Appendix D of the
Commission’s Accounting and Budget Manual.

2. They assign RVUs procedures that are currently being reported as “By Report.”

3. They update the RVUs to reflect how STH/AUD services have changed over time. These visits now

focus primarily on optimizing a patient’s physical function in everyday, meaningful life activities,

preventing disability, and maintaining health.




maryland

% health services

cost review commission

Speech-Lanquage Pathology

Speech-Language Pathology services, which are required to be implemented or supervised by a licensed
speech-language pathologist, include but are not limited to diagnostic assessment and evaluation,

treatment, and continued evaluation/periodic re-evaluation.

Diagnostic assessment and evaluation include clinical appraisal of speech (articulation, voice, fluency,
motor speech disorders), deglutition (clinical bedside dysphagia exams and instrumental dysphagia
assessments, such as flexible endoscopic examination of swallowing or modified barium swallow studies),
language competencies (expressive and receptive language domains), and underlying processes (speech
perception, visual perception, motor skills, cognitive skills, memory, attention, etc.) through standardized
and informal tests, and hearing screening. Treatment includes planning and conducting treatment
programs on an individual or group basis, to develop, restore, improve, or augment functional skills of
persons disabled in the processes of speech, deglutition, language and/or underlying processes. Continued
evaluation/periodic re-evaluation includes both standardized and informal procedures to monitor progress

and verify status.

Additional activities may include, but are not limited to, preparation of written diagnostic evaluative and
special reports; provisions of extensive counseling and guidance to individuals and their families; and
maintaining specialized equipment utilized in evaluation and treatment such as assistive communication

devices and speech prostheses.
Other considerations for both STH & AUD.

1. Routine supply cost is included in the HSCRC rate per RVU.
Non-routine supply and disposable medical supplies costs are billable as MSS.
Durable Medical Equipment (DME) for inpatient services is billable as MSS. However, DME
provided to outpatients is not regulated by HSCRC, and all applicable payer DME billing

requirements would apply.
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Audioloqgy

Audiology diagnoses hearing loss, identifies auditory disorders, and determines the possible etiology of

auditory disorders.

Conducted evaluations include, case history (including previous assessments and diagnoses, diagnostic
impressions, and management planning); physical examination of the ears and cranial nerve function, gait,
and posture; qualitative and/or quantitative classification of communication abilities; assessment and impact
of tinnitus and/or decreased sound tolerance; behavioral (psychometric or psychophysical), physical, and
electrophysiological tests of hearing, auditory function, balance and vestibular function, and auditory

processing that result in the formation of a diagnosis and subsequent management and treatment planning.

Audiologists collaborate with other healthcare providers, patients, and their caregivers to integrate
information, test results, and treatment recommendations to develop a comprehensive needs assessment
for medical, educational, psychosocial, vocational, or other services. They also design and implement
programs to prevent the onset or progression of hearing loss and identify individuals exposed to potentially

adverse conditions.

Methodoloqgy

The STH & AUD RVUs were developed with the aid of an industry task force working in conjunction with
HSCRC staff. The descriptions of the new codes in Appendix D of the Accounting and Budget Manual were
obtained from the 2024 edition of the CPT manual and the 2024 edition of the HCPCS. In assignhing RVUs,
the group used the 2024 MPFS released November 2023, and then assigned using the following protocol.

The proposed RVUs were based on the MPFS Non-Facility (NON-FAC) Practice Expense (PE) RVUs.
When there was a Technical (TC) modifier line item, that value was used. To maintain whole numbers in
Appendix D, the RVUs were multiplied by ten and rounded to the nearest whole number, where values less

than X.5 the RVUs were rounded down and all other values were rounded up.

1. For RVUs utilizing the methodology described above, the rationale in the table of RVUs is noted as
MPFS.
2. For RVUs where the calculated RVU appeared too high (because it included significant equipment

or other overhead and non-staff costs associated with it) or too low (because it did not reflect the

facility resources associated with the service), the proposed RVUs were modified.
3. For RVUs without a NON-FAC PE RVU value in the MPFS, the underlying rationale for the RvU

has been noted in the table of RVUs.
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4. Unlisted services or services rarely performed have been designated as By Report (BR). RVUs for
BR services are to be assigned based on relative RVU value of similar services.
a. The BR methodology for each code must be documented and readily available in the event

of an audit.

Recommendation

1. That the Commission approves the revisions to the RVU scale for the STH & AUD Rate Centers.
The revisions are specific to the Chart of Accounts and Appendix D of the Accounting and Budget
Manual (Attachment 1- Chart of Accounts). These revised RVUs are based on MPFS weights and

were reviewed by a workgroup facilitated by the HSCRC staff;

2. That the RVU scale be updated to reflect linkages of RVUs to the CPT codes to incorporate the
changes in STH & AUD practices. The RVU scale was also updated to link charging guidelines for
STH & AUD services to the national definition, consistent with the HSCRC’s plan to adopt MPFS
RVUs where possible (Attachment 2 — Appendix D);

3. That the new and updated RVUs be effective July 1, 2024, and that the conversion of the STH &

AUD RVUs be revenue neutral to the overall Hospital Global Budget Revenues; and

4. That revisions to Appendix-D and the Chart of Accounts for Medical Supplies Sold be effective July
1, 2024.
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ACCOUNT NUMBER COST CENTER TITLE

7550 Speech Therapy

The Speech Therapy (ST) relative value units (RVUs) were developed with the aid of the industry task
force under the auspices of and approved by the Health Services Cost Review Commission. The
descriptions in this section of Appendix D were obtained from the 2024 edition of the Current
Procedural Terminology (CPT) manual, and the 2024 edition of the Healthcare Common Procedure
Coding System (HCPCS). In assigning RVUs the group used the 2024 Medicare Physician Fee Schedule
(MPFS) released December 15, 2023, and then assigned using the following protocol. For the new 2024
CPT codes we used the 2024 Medicare Physician Fee Schedule (MPFS) released December 13, 2023.

RVU Assignment Protocol

RVUs were proposed based on the Medicare Physician Fee Schedule (MPFS) Non-Facility (NON-FAC)
Practice Expense (PE) RVUs. When there is a Technical Component (TC) modifier line item, that value is
used. To maintain whole numbers in Appendix D, RVUs were multiplied by ten and rounded to the
nearest whole number, where values less than X.5 were rounded down and all other values were
rounded up. For example, treatment of speech CPT of 92507 has a NON-FAC PE RVU of 0.94. 0.94 * 10
=9.4. 9.4 rounded =9. 9 is the proposed RVU.

1) For RVUs utilizing the methodology described above, the rationale in the table of RVUs is
noted as MPFS.

2) For RVUs where the calculated RVU appeared too high (because it included significant
equipment or other overhead and non-staff costs associated with it) or too low (because it did
not properly reflect the facility resources associated with the service), the proposed RVU was
modified as noted in the table of RVUs.

a. 92521 Evaluation of speech fluency did not seem reasonable in comparison to other
codes. It was determined to mirror CPT 92522 Evaluation of speech sound production
which is 13 RVUs.

b. 92537 Caloric vestibular test, bithermal did not seem reasonable in comparison to
other codes. It was determined to mirror CPT 92540 basic vestibular evaluation which is
17 RVUs.

c. 92538 Caloric vestibular test, monothermal did not seem reasonable in comparison to
other codes. It was determined that based on the CPT description and resources
involved that it would be equal to half of CPT 92537 Caloric vestibular test, bithermal
rounded down which is 17 divided by 2= 8.5 rounded down to 8.

d. 92550 Tympanometry and reflex threshold measurements did not seem reasonable in
comparison to other codes. It was determined that based on the CPT description and
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resources involved that it is a combination of CPT 92567 Tympanometry (3 RVUs) and
CPT 92568 Acoustic reflex testing (2 RVUs) =5 RVUs.

e. 92557 Comprehensive audiometry threshold did not seem reasonable in comparison
to other codes. It was determined that based on the CPT description and resources
involved that it is a combination of CPT 92553 Pure tone audiometry (13 RVUs) and CPT
92556 Speech audiometry threshold (13 RVUs) = 26 RVUs.

f. 92579 Visual reinforcement audiometry did not seem reasonable in comparison to
other codes. It was determined to mirror CPT 92552 Pure tone audiometry which is 11
RVUs.

g. 92588 Distortion product evoked otoacoustic emissions, comprehensive did not seem
reasonable in comparison to other codes. It was determined that based on the CPT
description and resources involved that it should be set at double CPT 92587 Distortion
product evoked otoacoustic emissions, limited 3*2 = 6 RVUs.

h. 92611 Motion Fluoroscopic evaluation did not seem reasonable in comparison to
other codes. It was determined that based on the CPT description and resources
involved that it would be equal to half of CPT 92612 Flexible endoscopic evaluation 46
divided by 2 = 23 RVUs.

i. 97129 Mirror PT/OT- Therapeutic interventions, initial 15 minutes did not seem
reasonable in comparison to other codes. It was determined to mirror 97110
(Therapeutic Exercises) and 97112 (neuromuscular re-ed) which are both 4 RVUs.

j. 97130 Mirror PT/OT- Therapeutic interventions, additional 15 minutes did not seem
reasonable in comparison to other codes. It was determined to mirror 97110
(Therapeutic Exercises) and 97112 (neuromuscular re-ed) which are both 4 RVUs.

3) For RVUs without a NON-FAC PE RVU value in the MPFS, the underlying rationale for the RVU
has been noted in the table of RVUs.

a. 92630 Auditory rehabilitation, prelingual did not seem reasonable in comparison to
other codes. It was determined to mirror CPT 92626 Evaluation of auditory function
which is 12 RVUs.

4) For RVUs converting CPT non-time-based codes time-based codes. The time increment
selected was 15 minutes. The 15-minute increments used in this Appendix D are subject to the
Medicare 8-minute rule. The phrase “(per HSCRC: each 15 minutes)” has been added to the CPT
description for emphasis.

a. 97150 Therapeutic procedures, group it was determined to use the MPFS RVU of 2 as
the base and then double for each 15-minute increment.
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Time RVU
08-22 MINUTES
23-37 MINUTES
38-52 MINUTES
53-67 MINUTES

o~ IN

5) Unlisted services or services rarely performed have been assigned as By Report (BR). Similar
logic should be utilized to assign RVUs to any services that are not found or BR.

o|f there are no MPFS RVUs for a service, mirror an existing code that has similar facility
resources or mirror an existing code that has similar facility resources with adjustments
if needed (for example, if a BR service is slightly less resource intensive than an existing
service, the RVU can be lower). The BR methodology for each code must be
documented and readily available in the event of an audit.

Other considerations:

Routine supply cost is included in the HSCRC rate per RVU.

Non-routine supply (such as TEP, passey-muir speaking valve) and disposable medical
supplies costs are billable as MSS.

Durable Medical Equipment (DME) for inpatient services is billable as MSS. However, DME
provided to outpatients are not regulated by HSCRC, and all applicable payor DME billing
requirements would apply.

The CPT codes reviewed account for most services provided in ST. There are some CPT
codes not listed and new codes may be added in the future. These codes should be
considered as “by report” by the individual institution and use the RVU assignment
protocols listed above.

CPT codes are in a process of constant revision and as such providers should review their
institution’s use of CPT codes and stay current with proper billing procedures.

Time increments used in this section of Appendix D are for direct patient time. Direct
patient time spent evaluating and treating the patient is billable. Time spent on set-up,
documentation of service, conference, and other non-patient contact is not reportable or
billable.

It is expected and essential that all appropriate clinical documentation be prepared and
maintained to support the services provided.
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CODE DESCRIPTION RVU CATEGORY RATIONALE
. . . Non-Time
31575 | Laryngoscopy, flexible; diagnostic 28 MPFS
Based
31579 La.ryngoscopy, flexible or rigid telescopic, 38 Non-Time MPES
with stroboscope Based

Treatment of speech, language, voice, Non-Time
92507 | communication, and/or auditory processing 9 MPFS

. s Based
disorder; individual

Treatment of speech, language, voice, Non-Time
92508 | communication, and/or auditory processing 4 MPFS

disorder; group, 2 or more individuals Based

92511 Nasopharyngoscopy with endoscope 59 Non-Time MPES
(separate procedure) Based
Vestibular evoked myogenic potential Non-Time

92519 | (vemp) testing, with interpretation and 15 Based MPFS
report; cervical (cvemp) and ocular (ovemp)

92520 Lary.ngeal functlon.studn.es (i.e., aerodynamic 18 Non-Time MPES

testing and acoustic testing) Based

Evaluation of speech fluency (e.g., Non-Time Mirror CPT 92522 Based on
92521 ) . 13

stuttering, cluttering) Based resources

Evaluation of speech sound production (e.g., Non-Time
92522 | articulation, phonological process, apraxia, 13 MPFS

. Based
dysarthria)
Evaluation of speech sound production (e.g.,
iculati honological i
articulation, phonological process, apraxia, Non-Time

92523 | dysarthria); with evaluation of language 29 Based MPFS
comprehension and expression (e.g.,
receptive and expressive language)

92524 Behavioral and qualitative analysis of voice 13 Non-Time MPES

and resonance Based
97526 Treatmen‘t of swaIIOV\{lng dysfunction and/or 12 Non-Time MPES

oral function for feeding Based

Caloric vestibular test with recording,

bilateral; bithermal (i.e., one warm and one Non-Time Mirror CPT 92540 Based on
92537 o 17

cool irrigation in each ear for a total of four Based resources

irrigations)
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Caloric vestibular test with recording, Non-Time Set at half of CPT 92537
92538 | bilateral; monothermal (i.e., one irrigation in 8 Based (rounded down) Based on CPT
each ear for a total of two irrigations) Description and resources
Basic vestibular evaluation, includes
spontaneous nystagmus test with eccentric
gaze fixation nystagmus, with recording,
positional nystagmus test, minimum of 4 Non-Time
92540 L . . N 17 MPFS
positions, with recording, optokinetic Based
nystagmus test, bidirectional foveal and
peripheral stimulation, with recording, and
oscillating tracking test, with recording
92542 Pos!t!onal nystagmus 'Fest, minimum of 4 4 Non-Time MPES
positions, with recording Based
Non-Ti
92546 | Sinusoidal vertical axis rotational testing 35 cl;r;selzlne MPFS
. Combination of CPT 92567 (3) +
92550 Tympanometry and reflex threshold 5 Non-Time 92568 (2) Based on CPT
measurements Based L
Description and resources
92552 | Pure tone audiometry (threshold); air only 11 N?Br;;'l;rjne MPFS
97553 Pure tone audiometry (threshold); air and 13 Non-Time MPES
bone Based
. Non-Time
92555 | Speech audiometry threshold 8 MPFS
Based
92556 Speech‘ a‘nudlometry threshold; with speech 13 Non-Time MPES
recognition Based
Comprehensive audiometry threshold Non-Time Combination of CPT 92553 (13)
92557 | evaluation and speech recognition (92553 26 + CPT 92556 (13) Based on CPT
" Based -
and 92556 combined) Description and resources
92567 | Tympanometry (impedance testing) 3 Non-Time MPFS
Based
92568 | Acoustic reflex testing, threshold 2 Non-Time MPFS
Based
-Ti i 2552 B
92579 | Visual reinforcement audiometry (vra) 11 Non-Time Mirror CPT 92552 Based on
Based resources
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STANDARD UNIT OF MEASURE REFERENCES
SPEECH THERAPY (ST)

CODE DESCRIPTION RVU CATEGORY RATIONALE
. . Non-Time
92582 | Conditioning play audiometry 24 MPFS
Based
92584 | Electrocochleograph o3 | Non-Time MPFS
graphy Based

Distortion product evoked otoacoustic
emissions; limited evaluation (to confirm

the presence or absence of hearing Non-Time
92587 disorder, 3-6 frequencies) or transient 3 Based MPFS
evoked otoacoustic emissions, with
interpretation and report
Distortion product evoked otoacoustic
emissions; comprehensive diagnostic
92538 evaluation (quantitative analysis of outer 6 Non-Time | Set at double CPT 92587 Based
hair cell function by cochlear mapping, Based on resources
minimum of 12 frequencies), with
interpretation and report
Evaluation for use and/or fitting of voice .
. . Non-Time
92597 | prosthetic device to supplement oral 8 Based MPFS
speech
Diagnostic analysis of cochlear implant, Non-Time

92601 | patient younger than 7 years of age; with 24 Based MPFS
programming

Diagnostic analysis of cochlear implant, Non-Time
92602 | patient younger than 7 years of age; 17 MPFS

. Based
subsequent reprogramming
92603 Diagnostic analy5|s.of cochlear mplant, age 29 Non-Time MPES
7 years or older; with programming Based
Di ti lysis of cochlear implant .
iagnostic analysis of cochlear implant, age Non-Time

92604 | 7 years or older; subsequent 14 Based MPFS
reprogramming

Evaluation for prescription of non-speech-
generating augmentative and alternative Time-
e . . 9 MPFS
communication device, face-to-face with Based

the patient; first hour

92605

Therapeutic service(s) for the use of non- .

. L . Non-Time
92606 | speech-generating device, including 9 Based MPFS
programming and modification
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STANDARD UNIT OF MEASURE REFERENCES
SPEECH THERAPY (ST)

CODE DESCRIPTION RVU CATEGORY RATIONALE

Evaluation for prescription for speech-
generating augmentative and alternative Time-
L . . 18 MPFS
communication device, face-to-face with Based

the patient; first hour

92607

Evaluation for prescription for speech-
generating augmentative and alternative

communication device, face-to-face with Time-

92608 the patient; each additional 30 minutes (list / Based MPFS
separately in addition to code for primary
procedure)

Therapeutic services for the use of speech- Non-Time
92609 | generating device, including programming 15 MPFS

and modification Based
92610 Evaluatpn of ora! and pharyngeal 12 Non-Time MPES
swallowing function Based

Motion fluoroscopic evaluation of

92611 | swallowing function by cine or 23 Non-Time | Set at half of CPT 92612 Based

. . Based on resources
videorecording
92612 Flexible gndoscgplc eva.luatlon of . 16 Non-Time MPES
swallowing by cine or video recording Based
92614 Flexible endF)scoplc.evaIuat'lon, Iarynggal 31 Non-Time MPES
sensory testing by cine or video recording Based
Flexibl i luati f
exible endoscopic evaluation o Non-Time

92616 | swallowing and laryngeal sensory testing by 47 Based MPFS
cine or video recording

Evaluation for prescription of non-speech-
generating augmentative and alternative
communication device, face-to-face with Time-

92618 the patient; each additional 30 minutes (list 3 Based MPFS
separately in addition to code for primary
procedure)

92675 Assessment of t!nnltus (mclud.es pitch, 3 Non-Time MPES
loudness matching, and masking) Based

Evaluation of auditory function for surgically
implanted (.:leV|ce(s) candldacY or 12 Time- MPES
postoperative status of a surgically Based

implanted device(s); first hour

92626
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STANDARD UNIT OF MEASURE REFERENCES
SPEECH THERAPY (ST)
CODE DESCRIPTION RVU CATEGORY RATIONALE
Auditory rehabilitation; prelingual hearing Non-Time Mirror CPT 92626 Based on
92630 12
loss Based resources
Auditory evoked potentials; screening of Non-Time
92650 | auditory potential with broadband stimuli, 6 Based MPFS
automated analysis
Auditory evoked potentials; for hearing Non-Time
92651 | status determination, broadband stimuli, 15 Based MPFS
with interpretation and report
Auditory evoked potentials; for threshold .
. . . . . Non-Time
92652 | estimation at multiple frequencies, with 18 Based MPFS
interpretation and report
92653 AL.JdIt.OFy evokeq potentials; neurodiagnostic, 14 Non-Time MPES
with interpretation and report Based
92700 Unlisted otorhinolaryngological service or By Non-Time Unlisted Code
procedure Report Based
95992 Canalith repositioning procedure(s) (e.g., 5 Non-Time Mirror PT/OT
epley maneuver, semontmaneuver), per day Based
Assessment of aphasia (includes assessment
of expressive and receptive speech and
language function, language comprehension, Time-
96105 | speech production ability, reading, spelling, 11 MPFS
o . . . Based
writing, e.g., by boston diagnostic aphasia
examination) with interpretation and report,
per hour
Developmental screening (e.g.,
developmental milestone survey, speech Non-Time
96110 | and language delay screen), with scoring and 3 MPFS
. . Based
documentation, per standardized
instrument
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STANDARD UNIT OF MEASURE REFERENCES
SPEECH THERAPY (ST)

Ixx

CODE

DESCRIPTION

RVU

CATEGORY

RATIONALE

96112

Developmental test administration
(including assessment of fine and/or gross
motor, language, cognitive level, social,
memory and/or executive functions by
standardized developmental instruments
when performed), by physician or other
qualified health care professional, with
interpretation and report; first hour

10

Time-
Based

MPFS

96113

Developmental test administration
(including assessment of fine and/or gross
motor, language, cognitive level, social,
memory and/or executive functions by
standardized developmental instruments
when performed), by physician or other
qualified health care professional, with
interpretation and report; each additional 30
minutes (list separately in addition to code
for primary procedure)

Time-
Based

MPES

96125

Standardized cognitive performance testing
(e.g., ross information processing
assessment) per hour of a qualified health
care professional's time, both face-to-face
time administering tests to the patient and
time interpreting these test results and
preparing the report

13

Time-
Based

MPFS

97110

Therapeutic procedure, 1 or more areas,
each 15 minutes; therapeutic exercises to
develop strength and endurance, range of
motion and flexibility

Time-
Based

Mirror PT/OT

97112

Therapeutic procedure, 1 or more areas,
each 15 minutes; neuromuscular
reeducation of movement, balance,
coordination, kinesthetic sense, posture,
and/or proprioception for sitting and/or
standing activities

Time-
Based

Mirror PT/OT
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STANDARD UNIT OF MEASURE REFERENCES
SPEECH THERAPY (ST)

CODE DESCRIPTION RVU CATEGORY RATIONALE

Therapeutic interventions that focus on
cognitive function (e.g., attention, memory,
reasoning, executive function, problem
solving, and/or pragmatic functioning) and Time-
97129 | compensatory strategies to manage the 4 Based Mirror PT/OT
performance of an activity (e.g., managing

time or schedules, initiating, organizing, and
sequencing tasks), direct (one-on-one)
patient contact; initial 15 minutes

Therapeutic interventions that focus on
cognitive function (e.g., attention, memory,
reasoning, executive function, problem
solving, and/or pragmatic functioning) and
compensatory strategies to manage the Time-
97130 | performance of an activity (e.g., managing 4 Based Mirror PT/OT
time or schedules, initiating, organizing, and

sequencing tasks), direct (one-on-one)
patient contact; each additional 15 minutes
(list separately in addition to code for
primary procedure)

. . Mirror PT/OT (Starting with 2
Therapeutic procedure(s), group (2 or more 54 Non-Time and then doubling based on

97150 individuals) (per HSCRC: each 15 minutes) Based time)

Therapeutic activities, direct (one-on-one)

atient contact (use of dynamic activities to Time- .
P . ( y 7 Mirror PT/OT
improve functional performance), each 15 Based

minutes

97530

Caregiver training in strategies and
techniques to facilitate the patient's
functional performance in the home or
community (e.g., activities of daily living Time-
[adls], instrumental adls [iadls], transfers, Based
mobility, communication, swallowing,
feeding, problem solving, safety practices)
(without the patient present), face to face;
97550 | initial 30 minutes 6 MPFS
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DESCRIPTION
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97551

Caregiver training in strategies and
techniques to facilitate the patient's
functional performance in the home or
community (e.g., activities of daily living
[adls], instrumental adls [iadls], transfers,
mobility, communication, swallowing,
feeding, problem solving, safety practices)
(without the patient present), face to face;
each additional 15 minutes (list separately in
addition to code for primary service)

Time-
Based

MPFS

97552

Group caregiver training in strategies and
techniques to facilitate the patient's
functional performance in the home or
community (e.g., activities of daily living
[adls], instrumental adls [iadls], transfers,
mobility, communication, swallowing,
feeding, problem solving, safety practices)
(without the patient present), face to face
with multiple sets of caregivers

Time-
Based

MPFS

97760

Orthotic(s) management and training
(including assessment and fitting when not
otherwise reported), upper extremity(ies),
lower extremity(ies) and/or trunk, initial
orthotic(s) encounter, each 15 minutes

Time-
Based

Mirror PT/OT

97761

Prosthetic(s) training, upper and/or lower
extremity(ies), initial prosthetic(s)
encounter, each 15 minutes

Time-
Based

Mirror PT/OT

97763

Orthotic(s)/prosthetic(s) management
and/or training, upper extremity(ies), lower
extremity(ies), and/or trunk, subsequent
orthotic(s)/prosthetic(s) encounter, each 15
minutes

11

Time-
Based

Mirror PT/OT
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List of Abbreviations

AHEAD Advancing All-Payer Health Equity Approaches and Development Model
CMS Centers for Medicare & Medicaid Services

CRISP Chesapeake Regional Information System for Our Patients

CRS CRISP Reporting Services

EQIP Episode Quality Improvement Program

FY Fiscal year

HIE Health information exchange

HITECH Health Information Technology for Economic and Clinical Health Act
HSCRC Health Services Cost Review Commission

IAPD Implementation Advanced Planning Document

MDH Maryland Department of Health

MHCC Maryland Health Care Commission

MHIP Maryland Health Insurance Plan

MES Medicaid Enterprise System

TCOC Total Cost of Care
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Policy Overview

Policy Objective Policy Solution Effect on Effect on Effect on Health
Hospitals Payers/Consum Equity
ers
To fund and sustain | Include an Hospitals benefit | CRISP provides Provider
a robust Health assessmentin from CRISP vital coordination | reporting
Information hospital rates to programs and and reporting supported by
Exchange, CRISP, generate funding to | pay a separate that allow CRISP will
for activities related support CRISP user fee. This hospitals and collect data on
to the HSCRC and projects and assessmentis a | other Maryland social
the Maryland Model. | operations to further | pass through and | providers to determinants of
the goals of the has no impact on | enhance the health and
Maryland Model hospitals. quality and cost disparities in
effectiveness of health outcomes
the care in order to further
provided. the goals of
improved health
equity under the
Model.

Summary of the Recommendation

In accordance with its statutory authority to approve alternative methods of rate determination consistent
with the Total Cost of Care Model and the public interest,! this recommendation identifies the following
amounts of State-supported funding for fiscal year (FY) 2025 to the Chesapeake Regional Information
System for our Patients (CRISP):

e Direct funding and matching funds under Medicaid Enterprise System (MES) Federal Programs for

Health Information Exchange (HIE) operations and infrastructure ($3,080,000)

e Direct funding and Medicaid Enterprise System (MES) matching funds for reporting and program
administration related to population health, the Total Cost of Care Model, and hospital regulatory
initiatives ($6,340,000). Staff propose using $1,000,000 of accumulated reserves to reduce the
revenue generated through rates for FY2025 to $5,340,000 for this component.

Therefore, Staff recommends that the HSCRC provide funding to CRISP totaling $8,420,000 for FY 2025.
As a result, the HSCRC will be funding approximately 20 percent of CRISP’s Maryland funding, compared
to budgeted 15 percent in FY 2024. The increase in funding from $4,800,000 to $8,420,000 is related to a
change in the requirements to obtain Federal matching funds as described below and a reduction in the
amount drawn from accumulated reserves from $1,700,000 to $1,000,000 as those reserves are spent

down. The increase in the share of CRISP funding being paid through hospital rates also relates to the

1 MD. CODE ANN., Health-Gen §19-219(c).
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Federal funding change. The remainder of CRISP’s Maryland funding is derived from user fees, federal
matching funds and the Maryland Department of Health (MDH).

This recommendation continues the approach used in prior years of spending down reserve funds
accumulated due to a better than anticipated Federal match, but the amount pulled from reserves has been
reduced to retain greater reserves for potential unanticipated costs related to the State’s expected
participation in the Advancing All-Payer Health Equity Approaches and Development (AHEAD) Model

model.

This recommendation also approves funding for a practice transformation grant program in support of

Episode Quality Improvement Program.

Background — Past Funding

Over the past ten years, the Commission has approved funding to support the general operations of the

CRISP HIE and reporting services through hospital rates as shown in Table 1.

Table 1. HSCRC Funding for CRISP HIE and Reporting Services, Last 10 Years

CRISP Budget: HSCRC Funds Received
FY 2013 $1,313,755
FY 2014 $1,166,278
FY 2015 $1,650,000
FY 2016 $3,250,000
FY 2017 $2,360,000
FY 2018 $2,360,000
FY 2019 $2,500,000
FY 2020 $5,390,000
FY 2021 $5,170,000
FY 2022 $9,240,000
FY 2023 $4,800,000
FY 2024 $4,800,000
FY 2025 $8,420,000

The funding request for FY 2025 is similar to that for FY 2022 which is when the State first anticipated a

change in the Federal matching requirements. That change did not materialize at that time.

Funding Through Hospital Rates

Beginning in FY 2020, HSCRC assumed full responsibility for managing the CRISP assessment, previously
shared with MHCC. CRISP-related hospital rate assessments are paid into an HSCRC fund, and the

HSCRC reviews the invoices for approval of appropriate payments to CRISP. This process — which includes

3
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bi-weekly update meetings, monthly written reports, and auditing of the expenditures — has created
transparency and accountability. Starting in FY 2023, CRISP’s reimbursement from the HSCRC was
provided in two tranches: one relating to state match funding of core HIE operational costs and the other
related to Reporting and Program Administration. This change is made to allow CRISP to recover

operational reimbursement from the HSCRC in a timelier fashion.

Funding Through Federal Matching

HSCRC funding has been used to obtain federal matching funds throughout the history of the program.
The federal match is obtained through the program outlined below. The HITECH IAPD program was
previously the source of most federal funding, and it was terminated September 30, 2021. Funding has
now moved to the MES program described below. The MES program requires 25 percent match for

ongoing programs versus the 10 percent in place under IAPD

Medicaid Enterprise System (MES) Matching Funds

MES is a federal program designed to promote effective care for Medicaid beneficiaries through
investments in information technology infrastructure. Medicaid benefits from CRISP’s data sharing and
reporting initiatives through the care management and cost control initiatives facilitated for all Medicaid

patients under CRISP all-payer activities and for dual-eligible patients under CRISP’s Medicare activities.

Activities funded under this element of the assessment include point-of-care and other provider data sharing
initiatives, and CRISP reporting tools utilizing the Medicare claims and the HSCRC'’s hospital case mix data.
Hospitals, the HSCRC, and other stakeholders use CRISP reporting from these datasets to manage and
track progress under several HSCRC programs and enable hospitals to identify and pursue care efficiency
initiatives.

Under MES, state funds are eligible for either a 90 percent match for new reporting initiatives or a 75
percent match for ongoing reporting. The assessment funding will provide the State’s portion of this match
as well as the State’s Fair Share amount. The Fair Share represents the amount that benefits Medicaid
before considering the federal and state match. Starting in FY 2024 the methodology for calculating the
State’s Fair Share amount was changed resulting in a greater portion being borne by the State and driving

the increase in this assessment.

Other Funding

CRISP’s Maryland activities are also financed through user fees paid by hospitals and payers as well as
funding received from MDH (See Table 2). Payer user fees have historically been a small share of total
CRISP revenue and have remained unchanged since inception. In FY2022, the CRISP Finance Committee

approved an increase of $300,000 in payer fees, which now represents 15% of user fee revenue.
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Description of Activities Funded

Activities funded directly by this assessment and from earned federal matching fall into the two categories
described below. The descriptions below outline, in general terms, the programs for which funds will be

used. Staff will direct funding to specific programs within the general parameters described.

Category 1: HIE Operations Funding and Infrastructure

The value of an HIE rests in the premise that more efficient and effective access to health information will
improve care delivery while reducing administrative health care costs. The General Assembly charged the
MHCC and HSCRC with the designation of a statewide HIE.? In the summer of 2009, MHCC conducted a
competitive selection process which resulted in awarding state designation to CRISP, and HSCRC
approved up to $10 million in startup funding over a four-year period through Maryland’s unique all-payer
hospital rate setting system. CRISP maintained designation through multiple renewal processes, with the

most recent occurring in 2022 HSCRC’s annual funding for CRISP is illustrated in Table 1 above.

The use of HIEs is a key component of health care transformation, enabling clinical data sharing among
appropriately authorized and authenticated users. The ability to exchange health information electronically

in a standardized format is critical to improving health care quality and safety.

Many states, along with federal policy makers, look to Maryland as a leader in HIE implementation. CRISP
continues to build the infrastructure necessary to support existing and future use cases and to assist
HSCRC in administering per-capita and population-based payment structures under the Total Cost of Care
Model. A return on the State’s investment is demonstrated through implementation of a robust technical
platform that supports innovative use cases to improve care delivery, increase efficiencies in health care,

and reduce health care costs. MDH made extensive use of CRISP’s capabilities during the COVID crisis.

The total amount of funding recommended by Staff for FY 2025 for the HIE function is $3,080,000.

Category 2: Reporting and Program Administration Related to
Population Health, the Total Cost of Care Model, and Hospital
Regulatory Initiatives

These initiatives were designed to reduce health care expenditures and improve outcomes for all
Marylanders. Many of these programs focus on unmanaged high-needs Medicare patients and patients
dually eligible for Medicaid and Medicare, consistent with the goals of Maryland’s All-Payer Model. These
initiatives encourage collaboration between and among providers, provide a platform for provider and

patient engagement, and allows for confidential sharing of information among providers. To succeed under

2 MD. CODE ANN., Health-Gen §19-143(a).
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the Total Cost of Care (TCOC) Model, providers will need a variety of tools to manage high-needs and

complex patients that CRISP is currently working to develop and deploy.

Based on broad program participation, including non-hospital providers, and the ability to secure federal
match funds, these programs will be funded through a combination of assessments and federal matching

funds. This recommendation covers three components:

(1) Funding for population health and cost and quality management reporting in support of HSCRC
regulations and the TCOC Model;

(2) Funding for program administration related to programs under the TCOC Model; and

(3) Funding for innovative reporting initiatives such as enhanced data on social determinants of health
and the integration of electronic health record data into statewide hospital quality measurement

For FY2025 the CRISP program administration work will include the implementation of a practice
transformation grant program in support of a wide range of EQIP entities for EQIP participation. This
program was identified, based on stakeholder feedback, as a way to encourage smaller practices to
participate in EQIP and to improve readiness for EQIP engagement. Under this program CRISP shall
award up to $8,000,000 of grants to practices who participate in EQIP and have a demonstrated need for
practice support, based on guidelines developed by CRISP and approved by HSCRC staff. Staff
recommends funding for the grants be provided using the Medicare Performance Adjustment Reconciliation
Component, this CRISP assessment would only fund the administration of the program. Working with

CRISP staff will provide an update on this program during the Fall of 2024.

The total amount recommended by Staff for FY 2025 for the activities described above is $5,340,000

Staff Recommendation

Staff is recommending the Commission approve a total of $8,420,000 in funding through hospital rates in
FY 2025 to support the HIE and continue the investments made in the TCOC Model initiatives through both
direct funding and obtaining federal MES matching funds. Staff anticipates actual CRISP spending of
$9,420,000 but proposes to use $1,000,000 of prior reserves, limiting the actual assessment to $8,420,000.
Staff also recommend funding the EQIP practice transformation grants via the Medicare Performance

Adjustment Reconciliation Component.

Table 2 shows the funding through hospital rates and the federal match that will be generated from the MES

funding as well as the user fee and MDH funding.
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Table 2. FY 2025 Recommended Rate Support for CRISP as a share of estimated total Maryland Funding

Project Name

Hospital

*Note: Prior to reduction for use of accumulated reserves to reduce FY2025 assessment.

Budgeted User Fees Maryland Maryland
Rates Federal Department Total
Funding of Health
HIE Operations | $3,080,000 $9,830,000 $5,746,000 $3,020,000 $21,676,000
Reporting and $6,340,000 $10,306,000 $0 $4,270,000 $20,916,000
Program
Administration
Other non- $0 $2,760,000 $0 $1,230,000 $3,990,000
HSCRC
programs
Total Funding | $9,420,000* $22,896,000 $5,746,000 $8,520,000 $46,582,000
% Of Total 20% 49% 13% 18% 100%
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List of Abbreviations

CMS
CY
FFS
FY
FFY
GBR
GSP
HSCRC
MHAC
OACT
PAU
QBR
RRIP
RY
TCOC
ucc

Centers for Medicare & Medicaid Services

Calendar year

Fee-for-service

Fiscal Year

Federal fiscal year refers to the period of October 1 through September 30
Global Budget Revenue

Gross State Product

Health Services Cost Review Commission

Maryland Hospital Acquired Conditions

Office of the Actuary

Potentially avoidable utilization

Quality-Based Reimbursement

Readmission Reduction Incentive Program

Rate year, which is July 1 through June 30 of each year
Total Cost of Care

Uncompensated care



Overview
Policy Objective

The annual update
factor is intended to
provide hospitals
with reasonable
changes to rates in
order to maintain
operational readiness
while also seeking to
contain the growth of
hospital costs in the
State. In addition, the
policy aims to be fair
and reasonable for
hospitals and payers.

Policy Solution

The draft
recommendation
provides an annual
update factor of
4.12 percent per
capita, a revenue
increase of 4.38
percent for
hospitals under
Global Budgets.
This policy also
provides an
inflation increase
of 3.15 percent for
hospitals not under
Global Budgets,
which includes
psychiatric
hospitals and Mt.
Washington
Pediatrics.

Effect on

Hospitals
The annual update
factor provides
hospitals with
permanent and one-
time adjustments to
their respective rate
orders for RY 2025.
The update includes
changes for inflation,
high-cost drugs, care
coordination,
complexity and
innovation, quality,
uncompensated care,
and others as deemed
necessary.

Effect on Payers /
Consumers
One of the tenets of

the update factor
determination is to
contain the growth
of costs for all
payers in the system
and to ensure that
the State meets its
requirements under
the Medicare Total
Cost of Care
Agreement. Applied
to all payers in the
system, the update
factor determination
ensures that the
increases to hospital
rates borne by all
purchasers of
hospital services,
including
consumers, is
reasonable and
affordable.

Effects on Health
Equity
The annual update
factor contains the
growth of costs for
all payers and
reflects ongoing
investments in
population health
and health equity.
The update factor
also reflects quality
measures, including
within hospital
disparities, that aim
to improve health
disparities across the
State.

Executive Summary

The following report includes a draft recommendation for the Update Factor for Rate Year (RY) 2025. This
update is designed to provide hospitals with reasonable inflation to maintain operational readiness and to
keep healthcare affordable in the State of Maryland.

This recommendation generally follows approaches established in prior years for setting the update factors.
As with all HSCRC policies, the aim is equity and fairness for all hospitals and payers that balances the
need to provide sufficient resources for operational readiness and necessary investment, while
simultaneously ensuring affordability for consumers and purchasers of hospital services, as well as meeting
all of the State’s contractual obligations with the federal government.

Staff requests that Commissioners consider the following draft recommendations:



For Global Revenues:

(a) Provide all hospitals with a base inflation increase of 3.15 percent, with an additional 0.65
percent for additional revenue support based on historic underfunding of inflation.

(b) Provide an overall increase of 4.38 percent for revenue (including a net increase to
uncompensated care) and 4.12 percent per capita for hospitals under Global Budgets, as shown in
Table 2. In addition, the staff is proposing to split the approved revenue into two targets, a mid-
year target, and a year-end target. Staff will apply 49.73 percent of the Total Approved Revenue to
determine the mid-year target and the remainder of the revenue will be applied to the year-end
target. Staff is aware that there are a few hospitals that do not follow this pattern of seasonality and
will adjust the split accordingly.

For Non-Global Revenues including psychiatric hospitals and Mt. Washington Pediatric Hospital:

(a) Provide an overall update of 3.15 percent for inflation.

(b)  Withhold implementation of productivity adjustment due to the low volumes hospitals are

experiencing.

Introduction & Background

The Maryland Health Services Cost Review Commission (HSCRC or Commission) 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. For this
upcoming fiscal year in the development of the update factor, the HSCRC is considering the impact recent
inflationary trends have had on the healthcare industry. As in all the HSCRC policies, this draft
recommendation strives to achieve a fair and equitable balance between providing sufficient funds to cover
operational expenses and necessary investments, while keeping the increase in hospital costs affordable for
all payers.

In July 2018, CMS approved a new 10-year Total Cost of Care (TCOC) Model Agreement for Maryland,
which began January 1, 2019. The TCOC Model requires that the State reach an annual total cost of care
savings of $408 million relative to the national growth rate by 2026, relative to a 2013 base year. In
addition, the State committed to continue to limit the growth in hospital costs in line with economic growth,
continue quality improvements, and improve the health of the population. The annual savings target for
CY 2024 is $336 million.

To meet the ongoing requirements of the Model, HSCRC will need to continue to ensure that state-wide
hospital revenue growth is in line with the growth of the economy. The HSCRC will also need to continue
to ensure that the Medicare TCOC Savings Requirement is met. The approach to developing the RY 2025
annual update is outlined in this report, as well as Staff’s estimates on calendar year Model tests.



Hospital Revenue Types Included in this Recommendation

There are two categories of hospital revenue:

1. Hospitals under Global Budget Revenues, which are under the HSCRC’s full rate-setting authority.
The proposed update factor for hospitals under Global Budget Revenues is a revenue update. A revenue
update incorporates both price and volume adjustments for hospital revenue under Global Budget
Revenues. The proposed update should be compared to per capita growth rates, rather than unit rate
changes.

2. Hospital revenues for which the HSCRC sets the rates paid by non-governmental payers and
purchasers, but where CMS has not waived Medicare's rate-setting authority to Maryland and, thus,
Medicare does not pay based on those rates. This includes freestanding psychiatric hospitals and Mount
Washington Pediatric Hospital. The proposed update factor for these hospitals is strictly related to price,
not volume.

This recommendation proposes Rate Year (RY) 2025 update factors for both Global Budget Revenue
hospitals and HSCRC regulated hospitals with non-global budgets.

Overview of Draft Update Factors Recommendations

For RY 2025 HSCRC staff is proposing an update of 4.12 percent per capita for global budget revenues and
an update of 3.15 percent for non-global budget revenues. These figures are described in more detail below.

Calculation of the Inflation/Trend Adjustment

For hospitals under both revenue types described above, the inflation allowance is central to HSCRC’s
calculation of the update adjustment. The inflation calculation blends the weighted Global Insight’s Fourth
Quarter 2023 market basket growth estimate with a capital growth estimate. For RY 2025, HSCRC Staff
combined 91.20 percent of Global Insight’s Fourth Quarter 2023 market basket growth of 3.20 percent with
8.80 percent of the capital growth estimate of 2.60 percent, calculating the gross blended amount as a 3.15
percent inflation adjustment. Global Insights has not yet released its CY 2024 First Quarter book, which
historically is the reference staff use to determine annual inflation. In the RY 2025 Final Recommendation,
the inflation number may be updated to reflect the First Quarter inflation amount.

Consideration of Hospital Financial Condition

Hospital industry representatives have raised concerns over hospital financial performance in several
forums. Staff recognize that recent Fiscal Years have been more financially challenging for hospitals than
prior years and that several hospitals are challenged to meet their system debt service coverage

ratios. Staff’s review of audited hospital financial data shows that profits on regulated activities remained
unchanged, from 6.46 percent of regulated net operating revenue in RY 2022 to 6.60 percent of regulated
net operating revenue in RY 2023. Profits on hospital operations, which include profits and losses from



regulated and unregulated day-to-day activities, decreased from 0.77 percent of total net operating revenue
in RY 2022 to 0.01 percent of total net operating revenue in RY 2023.

Unaudited data received by the HSCRC shows that fiscal year-to-date RY 2024 regulated margins through
February are 5.90 percent, although that is below last year’s audited amount of 6.60 percent, unaudited
regulated margins are typically understated, and staff anticipate fiscal year end audited regulated RY 2024
margins will be at or above RY 2023.

Unaudited data received by the HSCRC shows that fiscal year-to-date RY 2024 total operating margins
through February are 1.31 percent, an improvement over the break-even results for RY 2023. Unaudited
and audited total operating margins are typically consistent. While average margins are positive, the
median unaudited total operating margin for year-to-date RY 2024 is approximately break-even meaning
half of all hospitals are losing money. These losses are concentrated among smaller, independent hospitals
resulting in the median under-performing the average.

Despite relatively weak financial performance in RY 2023 and, to a lesser extent year-to-date RY 2024,
hospital balance sheets, on average, remain stronger than they were prior to GBRs. Figure 1 shows days
cash on hand and debt to unrestricted net asset ratio for Maryland domiciled health systems as of June 30,
2013 (pre-GBR), 2019 (pre-pandemic), 2022, and 2023 (most recent years)'.

Figure 1: Balance Sheet Metrics

Days Cash on Hand Debt to Unrestricted Net Assets
190 177 182 0.84
130 056
I I I I I i I ]
2013 2019 2022 2023 2013 2019 2022 2023

Staff generally review industry wide-values in assessing financial condition but note that statewide strength
does not mean individual hospitals do not have significant challenges. Despite the overall balance sheet
strength, if operating margins continue to be weak, as in recent fiscal years, select hospitals may experience
worsening financial conditions.

" Days cash on hand reflects the number of days of cash operating expenses an organization could pay with its
unrestricted cash and investments. Debt to Unrestricted Net Assets measures how much debt an organization carries
relative to its total balance sheet. Balance sheet metrics are reported at a system level as debt and cash are typically
managed at a system level. Only primarily Maryland-domiciled systems are included to avoid swamping the statistics
with the results of large national systems that have limited representation in Maryland.



Update Factor Recommendation for Non-Global Budget Revenue
Hospitals

For non-global budget hospitals (psychiatric hospitals and Mt. Washington Pediatric Hospital), HSCRC
Staff proposes applying the inflation adjustment of 3.15 percent and continuing suspension of the
productivity reduction. The pandemic's effect on hospitals continues to result in volume declines compared
to a pre-pandemic period. It is important to note that these hospitals receive an adjustment based on their
actual volume change, rather than a population adjustment. HSCRC staff continues to include these non-
global budget hospitals in readmission calculations for global budget hospitals and may implement quality
measures for these hospitals in future rate years. Hospitals not under Global Budget revenues are provided
updates similar to what is proposed nationally. Staff are not recommending providing them with additional
inflation support but do recommend withholding the productivity adjustment. These hospitals are volume
variable and have the ability to grow volumes to increase revenues.

Table 1: Base Inflation Inputs

Proposed Base Update (Gross Inflation) 3.15% 3.15%
Productivity Adjustment N/A SUSPENDED
Additional Inflation Support 0.65% N/A
Proposed Inflation Update 3.80% 3.15%

Update Factor Recommendation for Global Budget Revenue Hospitals
In considering the system-wide update for the hospitals with global revenue budgets under the Total Cost of
Care Model, HSCRC staff sought to achieve balance among the following conditions:
e Meeting the requirements of the Total Cost of Care Model agreement, including achieving $336
million in annual Medicare savings by the end of CY 2024;

e Providing hospitals with the necessary resources to keep pace with changes in inflation and
demographic changes;

e Ensuring that hospitals have adequate resources to invest in care coordination and population
health strategies necessary for long-term success under the Total Cost of Care Model;

e Incorporating quality performance programs; and

e Ensuring that healthcare remains affordable for all Marylanders.



As shown in Table 2, after accounting for all known changes to hospital revenues, HSCRC staff estimates
revenue growth for the full rate year to be 4.38 percent with a corresponding per capita growth rate of 4.12
percent.

The revenue growth that will impact CY 2024 is expected to be 4.29 percent with a corresponding per
capita growth of 4.03 percent. The 4.29 percent revenue growth will be used to measure the proposed
update against financial tests, which are performed on Calendar Year results, Staff split the annual Rate
Year revenue into six-month targets. Staff intends to apply 49.73 percent of the Total Approved Revenue to
determine the mid-year target for the calendar year calculation, with the full amount of RY 2025 estimated
revenue used to evaluate the Rate Year year-end target. HSCRC staff will adjust the revenue split to
accommodate their normal seasonality for hospitals that do not align with the traditional seasonality
described above.

Net Impact of Adjustments

Table 2 summarizes the net impact of the HSCRC Staff’s final recommendation for inflation, volume,
Potentially Avoidable Utilization (PAU) savings, uncompensated care, and other adjustments to global
revenues. Descriptions of each step and the associated policy considerations are explained in the text
following the table.



Table 2: Update Factor Schedule

Components of Revenue Change Link to Hospital Cost Drivers /Performance

Adjustment for Inflation (this includes 4.00% for Wages and Salaries)
- Additional Inflation Support
- Outpatient Oncology Drugs

Gross Inflation Allowance

Care Coordination/Population Health

- Reversal of One-Time Grants

- Grant Funding RY25: RP for Behavioral Health & Maternal and Child Health
Total Care Coordination/Population Health

Adjustment for Volume
-Demographic /Population
-Drug Population/Utilization

Total Adjustment for Volume

Other adjustments (positive and negative)

- Set Aside for Unknown Adjustments

- Low Efficiency Outliers/Revenue for Reform

- Complexity & Innovation

-Reversal of one-time adjustments for drugs

-Capital Funding & Estimated Increase for Full Rate Applications
Net Other Adjustments

Quality and PAU Savings
-PAU Redistribution (-.38%)
-Reversal of prior year quality incentives
-QBR, MHAC, Readmissions
-Current Year Quality Incentives
Net Quality and PAU Savings

Total Update First Half of Rate Year
Net increase attributable to hospitals
Per Capita

Balanced Update Model for RY 2025

I o mmo

Components of Revenue Offsets with Neutral Impact on Hospital Finanical Statements

-Uncompensated care, net of differential
-Deficit Assessment
Net decreases
Total Update First Half of Rate Year 25
Revenue growth, net of offsets
Per Capita Revenue Growth
Adjustments in Second Half of Rate Year
- Transformation Funding
Total Adjustments Second Half of Rate Year
Total Update Full Rate Year
Revenue growth, net of offsets
Per Capita Revenue Growth

Sum of D thru H

Sum of J thru L

Sumof A+B+C+I+M
(1+N)/(1+0.25%)

P+Q

N+R
(1+5)/(1+0.25%)

Q+U

= (14V)/(1+0.25%)

Weighted
Allowance
3.05%
0.65%
0.10%
3.80%

-0.21%
0.14%
-0.07%

0.25%
0.00%
0.25%

0.15%
0.00%
-0.01%
-0.10%
0.17%
0.20%

0.00%
0.08%

-0.12%
-0.04%

All Payer Revenue
Increase {Millions}
$645.1

$137.5

$21.4

$804.0

-$45.1
$29.7
-$15.4

$52.9
$0.0
$52.9

$31.7
$0.0
$3.1
$21.9
$36.5
$43.2

$0.0
$17.6

-$25.2
-$7.6

$877.1

$29.6
$0.0
$29.6

Medicare Revenue!
Increase {Millions}
$212.9

$45.4

$7.1

$265.3]

-$14.9
$9.8
$5.1

$17.5
$0.0
$17.5

$10.5

$0.0
$1.0
$7.2
$12.0
$14.3

$0.0/
$5.8]

-$8.3
-$2.5

$289.5

$9.8
$0.0]
$9.8

$305.8

Drivers/Performance

Central Components of Revenue Change Linked to Hospital Cost

HSCRC Staff accounted for several factors that are central provisions to the update process and are
linked to hospital costs and performance. These include:

e Adjustment for Inflation: As described above, the inflation factor uses the gross blended statistic
of 3.15 percent. The gross inflation allowance is calculated using 91.2 percent of Global Insight’s
Fourth Quarter 2023 market basket growth of 3.20 percent with 8.80 percent of the capital growth
index change of 2.60 percent. The adjustment for inflation includes 4.00 percent for wage and

compensation. Staff anticipates that the gross blended statistic of 3.15 percent will change once
Global Insight releases its First Quarter 2024 book, which is historically the basis for the
Commission’s Update Factor recommendation. Due to the delayed release of the book, staff did



not reflect the updated market basket growth statistics in the Draft Recommendation but will update
the Final Recommendation in line with historical practice.

Additional Inflations Support: Staff recommend providing an additional 0.65 percent to account
for historical underfunding of inflation. It should be noted that this allowance follows several
guiding principles including: considering historical overfunding allowances, allowing for two-sided
risk, utilizing multi-year solutions to ensure savings targets are met, and establishing formulaic
methods for hospital and payer predictability. Using these principles, Staff developed a
methodology that calculates a five-year cumulative value of under or over funding. Staff then notes
the maximum risk tolerance, which is the max 5-year overfunding in any given year since 2014,
i.e., the cumulative overfunding value that the Commission allowed without revising future funded
inflation downwards. In effect, Staff are creating a risk corridor by which the Commission would
not adjust future inflation if the variance between actual inflation and funded inflation was within
1.18 percent. Conversely, if the variance between actual inflation and funded inflation is within
1.18 percent, this methodology would not recommend any adjustments, as that level of variance
was “tolerated” in prior years.

Staff are utilizing the RY 2014 to RY 2023 time period for this review. The RY 2024 period has
not been included in this review, as it still requires 4 more quarters of data to be deemed complete. .
To this end, any additional funding provided in RY 2025 will need to be included in the calculation
of over or under funding of inflation for RY 2026, which will utilize 2024 data. It is also worth
noting that this formulaic approach enshrines two-sided risk, meaning if staff finds cumulative
funded inflation exceeds actual inflation by more than 1.18 percent, it will be removed from future
inflation funding. It should also be noted that any additional inflation value still needs to be
considered against required savings. Utilizing the RY 2025 update, Maryland was projected to
miss the savings target by approximately $9 million under Scenario 2 modeling using the max
inflation solution of 0.98 percent seen in Table 3 below. Staff reduced the 0.98 percent by an
additional 0.33 percent to ensure savings in all savings scenarios. Therefore, this draft
recommendation provides an additional 0.65 percent for inflation.



Table 3: Inflation Risk Corridor Methodology

Funded 1.65% | 2.40% | 2.40% 1.92% 2.68% 2.32% 2.96% 2.77% 2.57% 4.06%
Inflation
Actual 1.75% 1.84% | 1.66% 2.29% 2.48% 2.40% 2.31% 2.37% 4.79% 5.09%
Inflation

(Under)/Over | (0.10%) | 0.56% | 0.74% | (0.37%) | 0.20% | (0.08%) | 0.65% | 0.40% | (2.22%) | (1.03%)

Funding
5 Year (0.10%) | 0.45% | 1.18% 0.82% 1.01% 1.03% 1.12% 0.78% (1.00%) | (2.16%)
Cumulative
Difference
Max 1.18% Absolute of 5 Year 2.16%
Tolerance (A) Cumulative 2018-2023 (B)
Max Funding Solution C = B-A 0.98%

e Outpatient Oncology and Infusion Drugs: The rising cost of drugs, particularly of new
physician-administered oncology and infusion drugs in the outpatient setting led to the creation of
separate inflation and volume adjustment for these drugs. Not all hospitals provide these services,
and some hospitals have a much larger proportion of costs allocated. To address this situation, in
Rate Year 2016, staff began allocating a specific part of the inflation adjustment to funding
increases in the cost of drugs, based on the portion of each hospital’s total costs that comprised
these types of drugs.

In addition to the drug inflation allowance, the HSCRC provides a utilization adjustment for these
drugs. Half of the estimated cost changes due to usage or volume changes are recognized as a one-
time adjustment and half are recognized as a permanent adjustment. This process is implemented
separately from this Update Factor so only the inflation portion is addressed herein.

Starting in Rate Year 2021, Staff began using a standard list of drugs based on criteria established
with the industry in evaluating high-cost drug utilization and inflation. This list was used to
calculate the inflation allowance as well as the drug utilization adjustment component of funding
for these high-cost drugs. Rate Year 2024 continues this practice. Price inflation on these drugs
declined considerably starting in the late-2010s. In response to this trend Staff gradually lowered
the drug inflation amount from 10 percent down to 0 percent over the period from RY 2019 to RY
2023 based on data from RY 2018 to RY 2022. Starting in RY 2022 the price inflation began to
accelerate again, and this trend accelerated into RY 2023. While staff have previously evaluated
providing hospital specific inflation, historically, all hospitals have received an equal drug inflation
because analysis has shown the experienced inflation was relatively consistent across hospitals.
However, the inflation beginning in 2022 appears to be concentrated in the more specialized drugs
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that are primarily delivered by academic institutions. Therefore, staff is recognizing this new round
of inflation by recommending a small increase from 0 percent to 2.5 percent for all hospitals but a
larger increase for just the academic centers of 7.5 percent. The 5 percent point gap reflects the
observed gap between academic and non-academic trends in 2022 and 2023.

e Care Coordination / Population Health: There were several grant programs aimed at Care
Coordination and Population Health in RY 2024 hospital revenues. These programs include
Regional Partnership Catalyst Programs for Diabetes and Behavioral Health, and Maternal and
Child Health Improvement Fund Assessment. These funds were provided to hospitals on a one-time
basis. For this reason, you will see a line in Table 2 reversing out grant funding in RY 2024 of -0.21
percent. RY 2025 funding is expected to be approximately 0.14 percent and includes continued
funding for Behavioral Health and Maternal and Child Health.

e Adjustments for Volume: Staff are proposing a population growth estimate of 0.25 percent for RY
2025 (July 1, 2022 to June 30, 2023), which is based on the Maryland Department of Planning’s
estimate for 2023 over the projected value noted in 2022.2 For RY 2025 the staff is proposing to
use Claritas’ projected CY 2024 growth estimate for distributing the Demographic Adjustment at a
zip code level, in keeping with the prior year methodologies.

e Low-Efficiency Outliers: The Integrated Efficiency policy outlines a methodology for determining
inefficient hospitals in the TCOC Model. This policy will utilize the Inter-Hospital cost
comparisons to compare relative cost-per-case efficiency. This policy will also use Total Cost of
Care measures with a geographic attribution to evaluate per capita cost performance relative to
national benchmarks for each service area in the State. The above evaluations are then used to
withhold the Medicare and Commercial portion of the Annual Update Factor for relatively
inefficient hospitals, which will be available for redistribution to relatively efficient hospitals or
potentially for reinvestment through the proposed Revenue for Reform policy. Staff has earmarked
0 percent reduction for this item, because low-efficient hospitals are encouraged to buyout of their
reductions through investments in Revenue for Reform and if buyouts do not occur, relatively
efficient hospitals can petition the Commission for funding that is withheld from relatively
inefficient hospitals.

o Set-Aside for Unforeseen Adjustments: The intention of the set-aside is to use these funds for
potential Global Budget Revenue enhancements and other potentially unforeseen requests that may
occur at hospitals. Staff is recommending 0.15 percent for RY 2025. Staff will work to define
hardship to better distribute this funding source.

e Complexity and Innovation (formerly Categorical Cases): The prior definition of categorical
cases included transplants, burn cases, cancer research cases, as well as Car-T cancer cases, and
Spinraza cases. However, the definition, which was based on a preset list, did not keep up with
emerging technologies and excluded various types of cases that represent greater complexity and
innovation, such as extracorporeal membrane oxygenation cases and ventricular assist device cases.
Thus, the HSCRC Staff developed an approach to provide a higher variable cost factor (100 percent

2 https://planning.maryland.gov/MSDC/Pages/s2_estimate.aspx
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for drugs and supplies, 50 percent for all other charges) to in-state, inpatient cases when a hospital
exhibits dominance in an ICD-10 procedure codes and the case has a casemix index of 1.5 or
higher. Staff used this approach to determine the historical average growth rate of cases deemed
eligible for the complexity and innovation policy and evaluated the adequacy of funding of these
cases relative to prospective adjustments provided to Johns Hopkins Hospital and University of
Maryland Medical Center from RY 2017 to RY 2023. Based on this analysis, staff concluded that
the historical average growth rate was 0.35 percent, which equates to a combined state impact of -
0.01 percent for the RY 2025 Update Factor.

PAU Redistribution: For RY 2025, Staff is proposing to continue utilizing the PAU Shared
Savings program, as the policy 1) has successfully generated a 3:1 investment on the
Infrastructure Funding that was put into rates to spur improvements in care management and 2) has
recognized that hospitals in a fixed revenue model do not have the same opportunity to improve
profitability by reducing avoidable utilization, i.e., the range in hospital revenue attributable to
readmissions and avoidable admissions is large. However, Staff are concerned that the current
construct of the program, which reduces inflation and population funding for readmissions and
avoidable admissions in perpetuity so as to generate Model savings, is potentially problematic,
because it may cause access issues for hospitals with low levels of potentially avoidable utilization.
Thus, Staff are proposing to discontinue the inflation and population reduction through the PAU
Shared Saving Program. The PAU value for RY 2025 is -0.37 percent. The proposed refinement to
this methodology would be revenue-neutral to the State, and for this reason the value represented
on Table 2 is 0 percent.

Quality Scaling Adjustments: The quality pay-for-performance programs include Maryland
Hospital Acquired Conditions (MHAC), Readmission Reduction Incentive Program (RRIP)
including the Disparity Gap Incentive, and Quality Based Reimbursement Program (QBR). .
Preliminary QBR adjustments will be implemented with the July rate orders and adjustments will
be made in the January rate orders to reflect the full measurement period. The January QBR
adjustments may also include changes to the preset revenue adjustment scale to reflect reduced
performance standards in line with lower scores nationally, as approved in the RY 2025 final
policy. The current revenue adjustments across the three programs is -0.12 percent (with
preliminary QBR). The Update Factor recommendation reflects the reversal of the prior year's
Quality adjustments of 0.08 percent.

Capital Funding and Estimated Increase for Full Rate Applications: Preliminary modeling
indicates that efficient hospitals may be entitled to approximately $36.5 million through the Full
Rate Application Policy. This value is subject to change based on quality assurance reviews of
Inter-hospital Cost Comparison (ICC) methodology and the Marketshift Policy, which has an effect
on the final revenues evaluated in the ICC. Staff, with input from Stakeholders, will work to
determine how this funding should be distributed and any considerations that may accompany such
a decision.

Transformation Funding: One of the paths to success under global budgets is to find innovative
solutions that avert the need for traditional hospitalization. While significant progress has been
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made in averting these admissions Staff believe there is an opportunity to accelerate these efforts
through targeted investment in transformative solutions that may be too expensive or speculative to
be funded in the normal course of business. For example, hospital-at-home approaches in rural
areas could reduce cost, while also eliminating the travel burden on patients, but can’t be tested at
scale and therefore require extra investment to develop a proof of concept. The Transformation
Fund will provide approximately $20 M to match investments committed by hospitals or other
entities to pursue these transformative ideas. The funding shall be awarded based on a competitive
process to be administered by HSCRC staff as an extension of the Care Transformation Initiative
program; both Maryland hospitals and other entities, in partnership with a Maryland hospital, will
be eligible. Staff shall select at most 3 proposals based on documented criteria that will include but
not be limited to (1) degree of innovation and risk involved (i.e. why the approach is hard to
implement in the absence of this funding), (2) speed of implementation, (3) the share of funding
provided by the applicant versus requested from the State, (4) likelihood of scalability and (5)
estimated long-term impact on lowering total cost of care and/or increasing quality. The impact in
RY 2025 is approximately 0.09 percent; however, this funding will not be available for award
before January 2025 and will be input into rates at that time. For this reason, staff are not including
this line item in the calculation of calendar year 2024 growth or projections of calendar year 2024
savings.

Central Components of Revenue Offsets with Neutral Impact on Hospital Financial

Statements

In addition to the central provisions that are linked to hospital costs and performance, HSCRC staff also
considered revenue offsets with a neutral impact on hospital financial statements. These include:

e Uncompensated Care (UCC): The proposed uncompensated care adjustment for RY 2025 will be
0.14 percent. The amount in rates was 4.35 percent in RY 2024, and the proposed amount for RY
2025 is 4.49 percent, an increase of 0.12 percent. The final statewide UCC amount is subject to
some variability based on updated December annual filing submissions and UCC Fund reserve
levels.

e Deficit Assessment: This line item is 0 percent, the Legislature approved a funding level of
$294,825,000, which is the same as previous years.

Additional Revenue Variables

In addition to these central provisions, there are additional variables that the HSCRC considers. These
additional variables include one-time adjustments, revenue and rate compliance adjustments and price
leveling of revenue adjustments to account for annualization of rate and revenue changes made in the prior
year.

PAU Redistribution - Updated Methodology

The PAU Savings Policy prospectively reduces hospital global budget revenues in anticipation of volume
reductions due to care transformation efforts. Starting in RY 2020, the calculation of the statewide value of
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the PAU Savings was included in the Update Factor Recommendation; however, a PAU measurement
report was presented separately to the Commission in March of 2019.

For RY 2025, the incremental amount of statewide PAU Savings reductions is determined formulaically by
using inflation and the demographic adjustment applied to the amount of PAU revenue (see Table 4). This
will result in a RY 2025 permanent PAU savings reduction of -0.37 percent statewide, or $72,466,925.
Hospital performance on avoidable admissions per capita and 30-day readmissions, the latter of which is
attributed to the index hospital, determines each hospital’s share of the statewide reduction.

Table 4: PAU Shared Savings Adjustment

Statewide PAU Reduction Formula Value

RY 2023 Total Estimated Permanent Revenue A $19,585,655,296
RY 2024 Inflation Factor** B 3.55%
CY 2022 Total Experienced PAU $ C $2,066,535,838
RY 2024 Proposed Revenue Adjustment $ D=B*C -$73,362,022
RY 2024 Proposed Revenue Adjustment % E=D/A -0.37457%
RY 2024 Adjusted Proposed Revenue Adjustment % F =ROUND(E) -0.370000%
RY 2024 Adjusted Proposed Revenue Adjustment $ * G=F*A -$72,466,925
Total PAU % H 10.44%
Total PAU $ I=A*H $2,044,485,050
Required Percent Reduction PAU J=G/ -3.54

*Does not include revenue from McCready, or freestanding EDs.
** Inflation factor is subject to revisions related to updated data and Commission approval

As previously noted, Staff are proposing to continue utilizing the PAU Shared Savings program in order to
recognize differential opportunities in a fixed revenue model; however, Staff are recommending that the
PAU Shared Savings program should not be used to generate Model savings, as the policy has already
generated a 3:1 investment on the Infrastructure Funding that was put into rates to spur improvements in
care management and future reductions may cause access issues, especially for hospitals with low levels of
readmissions and avoidable admissions.

Staff believe this change to the PAU policy is an important step forward but have concerns that it could
potentially reduce focus on avoidable admissions. As a result, staff are recommending the following: 1) An
analysis to be funded out of hospital rates of activities of current interventions to reduce PAU; 2)
Establishment of a single point of executive accountability for the PAU reduction strategy; and 3)
Agreement to engage in future analyses of PAU performance.

Change in Differential

In December 2022 the Commission voted, and CMMI subsequently approved, an increase of 1 percent to
the public payer differential, from 7.7 percent to 8.7 percent, effective April 1, 2023 to June 30, 2024. The
public payer differential will revert to 7.7 percent, effective July 1, 2024. The overall impact to hospitals
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will be revenue neutral, however, hospital markups, rates, and GBRs will be adjusted to account for the
updated public payer payment. The adjustments will be hospital specific, as they are based on the
percentage of services attributable to public payers.

Consideration of Total Cost of Care Model Agreement Requirements & National

Cost Figures

As described above, the Staff proposal increases the resources available to hospitals to account for rising
inflation, population changes, and other factors, while providing adjustments for performance under quality
programs. Staff’s considerations regarding the TCOC Model agreement requirements are described in detail
below.

Medicare Financial Test

This test requires the Model to generate $336 million in annual Medicare fee-for-service (FFS) savings in
total cost of care expenditures (Parts A and B) by the end of CY 2024. The TCOC Model Medicare Savings
Requirement is different from the previous All-Payer Model Medicare savings requirement in several ways.
First, as previously discussed, Maryland’s Total Cost of Care Model Agreement progresses to setting
savings targets based on total costs of care, which includes non-hospital cost increases, as opposed to the
hospital-only requirements of the All-Payer Model. This shift ensures that spending increases outside of the
hospital setting do not undermine the Medicare hospital savings resulting from Model implementation.
Additionally, the change to the total cost of care focuses hospital efforts and initiatives across the spectrum
of care and creates incentives for hospitals to coordinate care and to collaborate outside of their traditional
sphere for better patient care.

Secondly, the All-Payer Model Savings Requirement was a cumulative savings test, where the savings for
each year relative to the base period were summed to determine total sospital savings. The TCOC Model
requires that the State reach an annual total cost of care savings of $408 million relative to the national
growth rate by 2026, relative to a 2013 base year. Thus, there must be continued improved performance
overtime to meet the 2026 TCOC Medicare Savings Requirements. In addition the State has begun planning
for the next phase of the TCOC Model. This will likely occur under CMS’s new multi-state model known
as AHEAD.? The State expects to have further savings targets beyond the $408 million under the new
model and it is important that State enters these negotiations in a strong position versus current savings
targets.

Meeting Medicare Savings Requirements and Total Cost of Care Guardrails

In past years, Staff obtained calendar year growth estimates for Medicare Fee-for-Service growth from the
Office of the Actuary. Staff then converted these estimates to an All-Payer value by calculating a difference
statistic, to estimate that Model savings and guardrails were being met. Prior to the pandemic staff
established an approach, whereby the prior year national trend was used as the stand-in to estimate national
trends. However, due to the ongoing COVID-19 pandemic and the related uncertainty and volatility, Staff
created an alternative approach to measure projected savings and compliance with the Total Cost of Care

3 https://hscrc.maryland.gov/Pages/ahead-model.aspx
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guardrails for RY 2023. For RY 2025 Staff are using a combination of these approaches. Scenario 3
represents the prior year trend test used prior to the pandemic; the other two scenarios are similar to those
used in the more recent Update Factor recommendations.

Actual revenue resulting from RY 2025 updates affects the CY 2024 results. As a result, Staff must convert
the recommended RY 2025 update to a calendar year growth estimate. Table 5 below shows the current
revenue projections for CY 2024 to assist in estimating the impact of the recommended update factor
together with the projected RY 2025 results. The overall increase from the bottom of this table is used in

Tables 6a-6¢.

Table 5: CY 2024 Global Budget Revenue Estimate

Actual Revenue January - June 2023
Actual Revenue July-December 2023

Actual Revenue CY 2023

Step 1:

Approved GBR RY 2024

Actual Revenue 7/1/23-12/31/23
Approved Revenue 1/1/24-6/30/24
Projected FY24 GBR Compliance
Anticipated Revenue 1/1/24-6/30/24 A
Expected Revenue Growth 1/1/24-6/30/24
Step 2:

Final Approved GBR RY 2024

Reverse All Payer Rate Reduction:

Final Adjusted GBR Base for RY 2025
Projected Approved GBR RY 2025
Permanent Update RY 2025

Step 3:

Estimated Revenue 7/1/24-12/31/24 (after 49.73% &

seasonality) B
Expected Revenue Growth 7/1/24 - 12/31/24

Step 4:

Estimated Revenue CY 2024 A+B

Increase over CY 2024 Revenue

Per Capita Increase over CY 2024

10,280,594,777
10,452,399,742

20,732,994,519

21,159,064,172
10,452,399,742
10,706,664,430
0
10,706,664,430

4.14%

21,159,064,172
20,000,000
21,179,064,172
22,086,677,298
4.29%

10,983,704,620
5.08%

21,690,369,051
4.62%

4.36%

Steps to explain Table 5 are described as below:

The table begins with actual revenue for CY 2023.

Step 1: The table uses global revenue for RY 2024 and actual revenue for the last six months for CY 2023
to calculate the projected revenue for the first six months of CY 2024 (i.e., the last six months of RY
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2024). Hospitals currently project they will be able to charge all of RY 2024 revenue, for this reason, staff
have kept the projected RY 2024 compliance line at zero.

Step 2: The final approved GBR for RY 2024 is $21,159,064,172. This step applies the proposed update of
4.62 percent, as shown in Table 2, to the RY 2024 GBR amount to calculate the projected revenue for RY
2025.

Step 3: For this step, to determine the calendar year revenues, staff estimate the revenue for the first half of
RY 2025 by applying the recommended mid-year split percentage of 49.73 percent to the estimated
approved revenue for RY 2025

Step 4: This step shows the resulting estimated revenue for CY 2024 and then calculates the increase over
actual CY 2023 Revenue. The CY 2024 increase based on this year's recommended update is 4.79
percent. The 4.79 percent is used to estimate CY2024 hospital spending per capita for Maryland in our
guardrail and savings policy, which is explained in the next section.

Staff modeled three different scenarios to project the CY 2024 guardrail position. Each scenario is
described in more detail below. The one data element that is constant in each scenario is Maryland hospital
growth. Because global budget revenues are a known data element, Staff applied the estimated CY 2024
growth of 4.62 percent, shown in Table 5 to Maryland hospital spending per capita from 2023. These
analyses assume that Medicare growth equals All-Payer growth.

Scenario 1, shown in Table 6a, utilizes Medicare fee-for-service per capita data for Maryland and the nation
broken out into four buckets (hospital part A, hospital part B, non-hospital part A, and non-hospital part B)
which are then added together to calculate a total per capita estimate. This takes the average trend from
2017 to 2019 and trends the data forward using 2023 as the base.

Table 6a: TCOC Estimate (Scenario 1)

Maryland us
2023 $13,972 $12,347
2024 $14,605 $12,826 Predicted Variance
YOY Growth 4.5% 3.9% 0.6%
Estimated CY2024 Savings Run Rate $402.2 M

Scenario 2, shown in Table 6b, utilizes Medicare fee-for-service per capita data for Maryland and the nation
broken out into four buckets (hospital part A, hospital part B, non-hospital part A, and non-hospital part B)
which are then added together to calculate a total per capita estimate. Scenario 2 takes the average trend
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from 2015 - 2019 and trends the data forward using 2023 as the base. This is the most conservative estimate
of the three scenarios as average national trends for that period were low. Utilizing a longer period to
establish the “typical” trend results in a lower trend estimate, as the more recent 2017 to 2019 period
utilized in Scenario 1 was a relatively high trend window.

Table 6b: TCOC Estimate (Scenario 2)

Maryland us
2023 $13,972 $12,347
2024 $14,531 $12,694 Predicted Variance
YOY Growth 4.0% 2.8% 1.2%
Estimated CY 2024 Savings Run Rate $336.7M

Scenario 3, shown in Table 6c¢, utilizes Medicare fee-for-service per capita data for Maryland and the nation
broken out into four buckets (hospital part A, hospital part B, non-hospital part A, and non-hospital part B)
which are then added together to calculate a total per capita estimate. Scenario 3 takes the trend from the
prior period (2022-2023) and trends the data forward using 2023 as the base. This approach is consistent
with the pre-pandemic approach of using the prior year trend to guide current-year savings targets. This
approach results in a slightly higher estimate of national trends and slightly larger projected savings than
Scenario 2.

Table 6c: TCOC Estimate (Scenario 3)

Maryland us
2023 $13,972 $12,347
2024 $1 4,744 $1 2,967 Predicted Variance
YOY Growth 5.5% 5% 0.5%
Estimated CY 2024 Savings Run Rate $427.4 M




In addition to modeling the CY 2024 guardrail position, Staff also modeled estimated savings under each
scenario; these are shown in each table above. The guardrail can not be above the Nation by 1 percent in
any year or above the Nation by any percent in two consecutive years. The guardrail position in CY 2023
was below the Nation, so Maryland is not at risk of tripping the guardrail two years in a row. In addition,
the estimated savings for CY 2023 is projected to be $480 million (this amount is pending final review and
may change). The savings target for CY 2024 is $336 million.

In all three above scenarios, Maryland is set to achieve the savings target for CY 2024 with varying degrees
of cushion. In the most conservative scenario, shown in Table 6b, estimated savings is projected to hit the
savings target exactly. This scenario also exceeds the guardrail by 0.2 percent, because Maryland is
expected to grow faster than the Nation by 1.2 percent. It is important to note that savings are closely
monitored during the year and the Commission has time to take action to correct the course should a small
short fall materialize. Staff note that the projections released by OACT also suggest higher trends into 2024
nationally that would yield higher savings.

In all three scenarios presented the range in savings varies between $336.7 million to $427.4 million which
is a $90.7 million dollar spread. The average of these three scenarios is $389 million.

All-Payer Affordability

Under the Total Cost of Care Contract all-payer test, all-payer in-state hospital charge growth cannot grow
at above 3.58 percent per annum over the life of the contract (3.58 percent was intended as an
approximation of typical per annum Gross State Product (GSP) growth). As shown in Table 7 the
cumulative value of this target through CY 2024 is 47.2 percent. Actual all-payer in-state hospital charge
growth through CY 2024 is 29.8 percent, inflating this to 2024 using the recommended update factor on a
per capita basis yields 34.6 percent. This means that Maryland is approximately 13 percentage points below
this target, as seen in Figure 2. Staff also notes that all-payer in-state hospital charges are not just well
below the all-payer target but also below the actual cumulative GSP growth through 2023 of 42.2 percent,
which is an indication of the savings generated by the Model that accrue to all payers and consumers.
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Figure 2
Affordability Scorecard — Cumulative GSP Test with CY 2024 Projection
47.2%

4

34.6%

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

= ontract Target (3.58% per year)

Cumulative GSP Growth

All Payer In-State Cumulative Hospital Growth Per Capita

Staff also compared the all-payer in-state hospital charges to economic growth in Maryland as measured by
the GSP for the most recent 5 years. The purpose of this modeling is to ensure that healthcare remains
affordable in the State, for this purpose Staff believes it is not sufficient to only look at the cumulative test
embedded in the Total Cost of Care Contract. Therefore, Staff calculated the cumulative growth for five
years using the most updated State GSP numbers available (CY19-CY23). The 5-year calculation shows a
cumulative per capita growth of 21.8 percent. Staff then compared that number to the 5-year cumulative
growth in in-state acute hospital charges using (CY20-CY?24). Staff was able to estimate CY 2024 charges
using the proposed RY 2024 update factor. The cumulative growth for in-state hospital charges also
equated to 18.7 percent, meaning the recommended update factor would keep the cumulative in-state
hospital charge less than the GSP growth over a 5-year window.

Medicare’s Proposed National Rate Update for FFY 2025

CMS released its proposed rule for the Inpatient Prospective Payment System’s (IPPS) payment rate on
April 10, 2024. In the proposed rule, CMS would increase rates by approximately 2.60 percent which
includes a market basket increase of 3.00 percent, and a productivity reduction of -0.40 percent. This
proposed increase will not be finalized until August 2024 and will not go into effect until October 1, 2024.
This also does not take into account volume changes, nor does it take into account projected reductions in
Medicare disproportionate share hospital (DSH) payments and Medicare uncompensated care payments as
well as potential reductions for additional payments for inpatient cases involving new medical technologies
and Medicare Dependent Hospitals.
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Stakeholder Comments

Staff are working with the Payment Model Workgroup to review and provide input on the proposed RY
2025 update. This section will be updated for the Final Recommendation to reflect formal comments
received.

Recommendations

Based on the currently available data and the Staff’s analyses to date, the HSCRC Staff provides the
following draft recommendations for the RY 2025 update factors.

For Global Revenues:

(a) Provide all hospitals with a base inflation increase of 3.15 percent, with an additional 0.65
percent for additional revenue support based on historic underfunding of inflation.

(b) Provide an overall increase of 4.38 percent for revenue (including a net increase to
uncompensated care) and 4.12 percent per capita for hospitals under Global Budgets, as shown in
Table 2. In addition, the staff is proposing to split the approved revenue into two targets, a mid-
year target, and a year-end target. Staff will apply 49.73 percent of the Total Approved Revenue to
determine the mid-year target and the remainder of the revenue will be applied to the year-end
target. Staff is aware that there are a few hospitals that do not follow this pattern of seasonality and
will adjust the split accordingly.

For Non-Global Revenues including psychiatric hospitals and Mt. Washington Pediatric Hospital:

(a) Provide an overall update of 3.15 percent for inflation.

(b)  Withhold implementation of productivity adjustment due to the low volumes hospitals are

experiencing.
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1. INTRODUCTION

Johns Hopkins Health System (“System”) filed an application with the HSCRC on March
28, 2024, on behalf of its member hospitals, Johns Hopkins Hospital, Johns Hopkins Bayview
Medical Center, and Howard County General Hospital (the “Hospitals) and on behalf of Johns
Hopkins HealthCare, LLC (JHHC) to combine arrangements with Accarent Health, Proceedings
2613A and 2525A, into a single arrangement. The current agreements include: bariatric surgery,
oncology surgical procedures, rectal surgery, spine surgery, thyroid parathyroid, joint
replacement, neurosurgery procedures, VAD procedures, pancreas surgery, cardiovascular
services, musculoskeletal surgical procedures, solid organ and bone marrow transplants,
Executive Health services, eating disorders, cochlear implants, gall bladder surgery, CAR-T,
nephrectomy and would add ankle repairs and hernia. The approval would be for one year
effective May 1, 2024.

Il. OVERVIEW OF APPLICATION

The contract will be held and administered by Johns Hopkins HealthCare, LLC
("JHHC"), which is a subsidiary of the System. JHHC will manage all financial transactions
related to the global price contract including payments to the System hospitals and bear all risk

relating to regulated services associated with the contract.

1. FEE DEVELOPMENT

The hospital portion of the global rates was developed by calculating mean historical
charges for patients receiving the procedures for which global rates are to be paid. The remainder

of the global rate is comprised of physician service costs.

IV. IDENTIFICATION AND ASSESSMENT OF RISK




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

bear risk of potential losses.

V. STAFF EVALUATION

Staff found the experience under both arrangements has been favorable for the last year.

VI. STAFF RECOMMENDATION

The staff recommends that the Commission approve the Hospital’s application for an
alternative method of rate determination to include: bariatric surgery, oncology surgical
procedures, rectal surgery, spine surgery, thyroid parathyroid, joint replacement, neurosurgery
procedures, VAD procedures, pancreas surgery, cardiovascular services, musculoskeletal
surgical procedures, solid organ and bone marrow transplants, Executive Health services, eating
disorders, cochlear implants, gall bladder surgery, CAR-T, ankle repairs, hernia and
nephrectomy to be effective for one-year beginning May 1, 2024. The Hospitals will need to file
a renewal application for review to be considered for continued participation.

Consistent with its policy paper regarding applications for alternative methods of rate
determination, the staff recommends that this approval be contingent upon the execution of the
standard Memorandum of Understanding ("MOU") with the Hospitals for the approved contract.
This document would formalize the understanding between the Commission and the Hospitals
and would include provisions for such things as payments of HSCRC-approved rates, treatment
of losses that may be attributed to the contract, quarterly and annual reporting, confidentiality of
data submitted, penalties for noncompliance, project termination and/or alteration, on-going
monitoring, and other issues specific to the proposed contract. The MOU will also stipulate that

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