459th MEETING OF THE HEALTH SERVICES COST REVIEW COMMISSION
PUBLIC SESSION OF THE
HEALTH SERVICES COST REVIEW COMMISSION
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I.

INTRODUCTION
Garrett County Memorial Hospital (“GCMH,” or “Hospital”) has operated under the

HSCRC’s Total Patient Revenue (TPR) System for some time. Under the TPR System, the
Hospital is provided a fixed revenue (CAP) amount under which it must operate each year. The
CAP is updated each year for inflation based on the same inflation factor applied to all other
hospitals. The CAP is also adjusted each year for a change in the Hospital’s payer mix and
approved uncompensated care (mark-up), as is the case with all other hospitals. However, the
Hospital does not receive an adjustment for actual case mix change or an adjustment for actual
volume changes as other hospitals. Instead, the CAP is increased based on a fixed adjustment for
volume changes each year. The volume adjustment provides the Hospital with the lesser of 25%
of the percentage change in the population of the county, or a flat 1% increase, whichever is less.
The TPR System attempts to deter unnecessary admissions by providing the Hospital with an
incentive to control both the charge per inpatient case and the number of cases.
II.

THE HOSPITAL REQUEST AND JUSTIFICATION
The Hospital has requested a 5.98% increase to its permanent total revenue (CAP),

effective July 1, 2009. The request consists of a 7.11% increase for all inpatient and outpatient
revenue included in the Comprehensive Charge Target (CCT) analysis (i.e., the combined
inpatient CPC and outpatient CPV analysis), and a 2.89% increase for all other outpatient
revenue excluded from the CCT.

III.

HOSPITAL RATE HISTORY
GCMH normally receives the same industry-wide adjustments for inflation and Quality

Based Reimbursement scaling as do all other hospitals. However, as noted above, the Hospital
does not receive the same adjustments for case mix and volume change as do all other hospitals.
Although the Hospital does not operate under either the HSCRC’s inpatient Charge per Case
(CPC) System or outpatient Charge per Visit (CPV) System, the HSCRC staff annually imputes
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the Hospital’s actual CPC and CPV for each fiscal year. The combined CPC and CPV are used
in the HSCRC’s Reasonableness of Charges (ROC) analysis. The Hospital was 14.22% below
its peer group average on the ROC released in April 2009. The Hospital filed a full rate
application on May 4, 2008 and was granted an additional 6.17% increase to its revenue CAP
effective June 4, 2008.

IV.

HOSPITAL FINANCIAL SITUATION

The Hospital’s fiscal year end is June 30. For the past three fiscal years, the Hospital has
reported the following audited operating results:
Garrett
County
Memorial

Net Operating
Revenue
(Regulated)

Net Operating
Profit/(Loss)
(Regulated)

Operating
Margin
(Regulated)

Net
Profits

FYE June 2008

$27,996,929

($383,618)

-1.37%

$573,525

FYE June 2007

$27,934,200

$897,400

3.21%

$885,100

FYE June 2006

$26,512,400

$951,400

3.59%

$1,517,600

For the nine months ending March 31, 2009, the Hospital has reported an Operating
Profit of $1,282,862, or 4.91%, and an overall Net Profit of $543,444, or 2.13%.
V.

STAFF ANALYSIS

A.

Effective Date
The Hospital has requested an effective date of July 1, 2009 for the implementation of its

rate request. Under Commission law, the effective date of a non temporary rate application
must be at least thirty days after the date on which a properly submitted application is filed. The
staff recommends the increase to rates to be effective July 1, 2009.
B.

Calculation of Inpatient and Outpatient CCT Revenue
In analyzing the Hospital’s rate request, the staff applied the ICC methodology based on

the Hospital’s imputed CCT . This resulted in a 7.41% increase to the approved inpatient and
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outpatient revenue that would normally be included under the CCT.
C.

Calculation of Outpatient Rates
Outpatient rates for the Hospital were established per the ICC methodology by

calculating median rates by outpatient revenue center. These rates, applied to the Hospital’s
actual volumes, resulted in an 0.58% decrease to the approved outpatient capped revenue. The
combined inpatient and outpatient revenue change resulting from the application of the ICC
methodology is 5.28%.

VI.

FINAL RATES SUMMARIZED
Based on the HSCRC’s ICC methodology, and allowing for adjustments deemed

appropriate based on the unique circumstances presented by the Hospital, staff recommends the
following:

1. That the Hospital be allowed to remain on the HSCRC’s Total Patient Revenue (TPR)
System;

2. That the Hospital’s Total Patient Revenue CAP be set at $37,881,540;

3. That the increase in the CAP be effective July 1, 2009;

4. That the Hospital’s rates continue to be adjusted as in the past.

The total revenue CAP of $37,881,540 represents a 5.28% increase to the Hospital’s
current CAP of $35,981,038.
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Exhibit 1

Garrett County Memorial Hospital
Effective:
July 1, 2009
Summary of Revenue Change

CCT (Imputed)CasesRevenueHS
Current CCT Revenue

$5,8544,510$26,401,968

Current Outpatient TPR Revenue

$9,579,070

Current Total TPR Revenue

$35,981,038

Recommended CCT Revenue

$6,2874,510$28,357,9217.41%

Recommended Outpatient TPR Revenue

-0.58%
$9,523,619

Recommended Total TPR Revenue

5.28%
$37,881,540

Requested CCT Revenue

$6,2664,510$28,260,8027.04%

Requested Outpatient TPR Revenue

3.07%
$9,873,529

Requested Total TPR Revenue

5.98%
$38,134,331
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Staff Recommendation
August 5, 2009

Introduction
On May 27, 2009, Baltimore Washington Medical Center (the Hospital) submitted a partial rate
application to the Commission requesting new rates for Labor & Delivery (DEL), Obstetrics (OBS), and
Nursery (NUR) services. The Hospital is requesting the new rates as a result of its receiving CON approval
to construct an Emergency Room and Obstetrics tower on November 22, 2005. The Hospital is requesting
the current statewide median rate effective July 1, 2009.
Staff Evaluation
To determine if the Hospital DEL, OBS, and NUR rates should be set at the statewide median or at a
rate based on its projected costs, the staff requested that the Hospital submit to the Commission its cost and
volume projections for FY 2010. Based on the Hospital’s submitted projections and review of other hospital
rates, staff has determined that the statewide median rate and the Hospital’s projected rates are as follows:
Statewide
Med. Rate

Projected
Rate

Approved
Rate

Labor & Delivery (DEL)

$75.19

$83.78

$75.19

Obstetrics (OBS)

965.49

1,049.24

965.49

Nursery (NUR)

631.91

707.86

631.91

Recommendation
After reviewing the Hospital’s application, the staff has the following recommendations:
1.

That COMAR 10.37.10.07 requiring that rate applications be made 60 days prior to the opening of
a new service be waived;

2.

That t he D EL rate of $ 75.19 per R VU, O BS r ate of $965.49 per pa tient da y, and NUR r ate of
$631.91 per patient day be approved as the new rates effective July 1, 2009;

3.

That no c hange be m ade t o t he H ospital’s Charge pe r Case standard for DEL, OBS, and NUR

services; and
4.

That the DEL, OBS, and NUR rates not be rate realigned until a full year’s experience data have been
reported to the Commission.
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Staff Recommendation
August 5, 2009

I. INTRODUCTION
University of Maryland Medical Center (“Hospital”) filed an application with the HSCRC
on July 14, 2009 for an alternative method of rate determination pursuant to COMAR
10.37.10.06. The Hospital requests approval from the HSCRC for continued participation in
global rates for solid organ transplant, gamma knife, and blood and bone marrow transplants for
an additional year with Aetna Health, Inc. beginning August 1, 2009.

II. OVERVIEW OF APPLICATION
The contract will be continue to be held and administered by University Physicians, Inc.
("UPI") which is a subsidiary of the University of Maryland Medical System. UPI will manage
all financial transactions related to the global price contract including payments to the Hospital
and bear all risk relating to services associated with the contract.

III. FEE DEVELOPMENT
The hospital portion of the global rates has been re-developed by calculating recent
historical charges for patients receiving the procedures for which global rates are to be paid. The
remainder of the global rate is comprised of physician service costs. Additional per diem
payments were calculated for cases that exceed a specific length of stay outlier threshold.

IV. IDENTIFICATION AND ASSESSMENT OF RISK
The Hospital will continue to submit bills to UPI for all contracted and covered services.
UPI is responsible for billing the payer, collecting payments, disbursing payments to the Hospital
at its full HSCRC approved rates, and reimbursing the physicians. The Hospital contends that the
arrangement between UPI and the Hospital holds the Hospital harmless from any shortfalls in
payment from the global price contract.

V. STAFF EVALUATION
Staff reviewed the experience under this arrangement and found it to be favorable. Staff
believes that the Hospital can continue to achieve favorable performance under this arrangement.

VI. STAFF RECOMMENDATION
Based on the Hospital’s favorable performance, staff recommends that the Commission
approve the Hospital’s application for an alternative method of rate determination for solid organ
transplant, gamma knife, and blood and bone marrow transplant services, for a one year period
beginning August 1, 2009. The Hospital will need to file a renewal application 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 Hospital for the approved contract.
This document would formalize the understanding between the Commission and the Hospital,
and would include provisions for such things as payments of HSCRC-approved rates, treatment
of losses that may be attributed to the contract, quarterly and annual reporting, confidentiality of
data submitted, penalties for noncompliance, project termination and/or alteration, on-going
monitoring, and other issues specific to the proposed contract. The MOU will also stipulate that
operating losses under the contract cannot be used to justify future requests for rate increases.
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Staff Recommendation
August 5, 2009

Introduction
On July 24, 2009, Carroll Hospital Center (the Hospital) submitted a partial rate application to
the C ommission requesting a r ate for Renal D ialysis ( RDL) services to be pr ovided i n-house
beginning on July 1, 2009 . T he H ospital c urrently ha s a r ebundled rate for R DL services. The
Hospital is requesting that the RDL rate be set at the statewide median with an effective date of July 1,
2009.
Staff Evaluation
The Hospital submitted its RDL costs and statistical projections for FY 2010 to the Commission
in order to determine if the Hospital’s RDL rate should be set at the statewide median rate or at a rate
based on its cost experience. Based on this information, staff determined that the RDL rate based on
the Hospital’s projected data would be $882.62 per treatment, while the statewide median rate for
RDL services is $637.71 per treatment.
Recommendation
After reviewing the Hospital’s application, the staff has the following recommendations:
1. That COMAR 10.37.10.07 requiring t hat r ate a pplications be m ade 60 days pr ior t o t he
opening of a new service be waived;
2. That the RDL rate of $637.71 per treatment be approved effective August 1, 2009;
3. That no change be made to the Hospital’s Charge per Case standard for RDL services; and
4. That the RDL rate not be rate realigned until a full year’s experience data have been reported
to the Commission.

T. Michael White, MD, FACP
Chief Medical Officer
Washington County Hospital
251 East Antietam Street
Hagerstown, MD 21740
Phone: 301‐790‐8755
Fax:
301‐790‐9231
E‐Mail: mwhite@wchsys.org

August 04, 2009
Mr. Robert Murray, Executive Director
Ms. Diane Feeney, Associate Director
Health Services Cost Review Commission
4160 Patterson Avenue
Baltimore, MD 21215
Dear Ms. Feeney and Mr. Murray:
The purpose of this letter is to share my healthcare value (compassionate care; quality outcomes; patient
safety; customer satisfaction; patient advocacy/resource utilization) perspective on the Maryland Hospital
Acquired Conditions/Potentially Preventable Conditions (MD HAC/PPC) debate.
I wish to commend the HSCRC’s commitment to partnering to advance safe, efficient, effective, timely,
just/equitable patient‐centered care as Maryland aspires to become the safest state for patient care in the
country. I recognize our hospital to be in full partnership with your efforts.
The context for my remarks is as follows:
•
Hospitals are complex and chaordic (functioning somewhere between chaos and organized).
•
Hospitals are unsafe (truth may be painful; but, it is the shortest distance between two points).
•
Patients are becoming increasingly complex and vulnerable.
•
Resources are increasingly diminishing.
•
Hospitals are the final common denominator to resolve these irresolvable issues.
Within this context, I wish to make three points:
1.
After review, a blunt tool (a huge, complex, poorly negotiated unfunded mandate MD HSC/PPC
emanating from methodology that no one has confidence) is not what is required to assist already
struggling hospitals to meet their privilege and responsibility to serve their increasingly complex
and vulnerable communities. As with any blunt tool, there is too much peril for harm through
unintended consequences.
Note: This mandate is unfunded in three ways:
•
It threatens to take resources away from hospitals’ critical bottom lines;
•
It requires huge unfunded resources to understand and react to MD HSC/PPC;

Mr. Robert Murray, Executive Director
Ms. Diane Feeney, Associate Director
Health Services Cost Review Commission (HSCRC)
August 4, 2009
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•

2.

3.

It distracts Care/Quality/Patient Safety/Risk Management professionals from their already
well‐prioritized, overabundant tasks at hand: thereby threatening extant quality/patient
safety efforts.
An understanding of clinical complexity and sound complex decision‐making may assist with an
understanding of how well‐ intentioned incentives for improvement may actually cause harm:
•
C. difficile has morphed to a highly virulent, epidemic scourge. Enlightened hospitals are
identifying it as often and as early as possible to: isolate patients to prevent spread to
other patients and staff; to start therapy ASAP to prevent the life‐altering consequences
of colectomy and colostomy; and, prevent mortality from this aggressive organism.
Note: hospitals “doing it right”, may have a higher prevalence. Note: there is no
connection between the disease and cause by the hospital. Note: any disincentive to
aggressive early recognition (the more the better) may have severe unintended
consequences. Note: I would advocate the statewide tracking of C. difficle associated
colectomies and deaths.
•
A patient who has elective hip replacement surgery often is judged to require a
perioperative Foley catheter to protect the wound from infection. The Foley must be
removed ASAP. Upon removal of the catheter, the urine may grow an organism and must
be sterilized to avoid the devastating consequence of an infected hip prosthesis. Any
incentive to alter this thoughtful process may lead to the devastating consequence of an
infected hip prosthesis.
The number one safety issue in hospitals is patient falls. The number one cause of falls is
•
confusion. Because of their admitting condition, patients who come into the hospital
often become confused. Therefore, we must identify “acute mental health changes” as
early and as often as possible: to diagnose and treat the cause of confusion (acute
delirium is a potentially life‐threatening condition); and, to keep the patient safe from
falls. Note: hospitals “doing it right”, may have a higher prevalence. Note: there is no
connection between the disease and cause by the hospital. Note: any disincentive to
aggressive early recognition (the more the better) may have severe unintended
consequences.
After review, I am not confident that the HSCRC is adequately oriented to the Administration,
Board, Medical Staff, Nursing, and Department Head processes that are in play each day at each
hospital:
•
Prevention processes (e.g. perinatal collaborative);
•
Reporting of incidents and near misses;
•
Root Cause Analysis;
•
Action Plans/Responsible Parties (Champions);
•
Accountability/Peer Review processes;
•
Medical Executive Committee; Board Quality Committee; and, Board oversight.
I have great fear that the MD HAC/PPC proposal will, as a most severe unintended consequence,
distract, disrupt and divert scarce hospital resources from these quality/patient safety
processes.

Mr. Robert Murray, Executive Director
Ms. Diane Feeney, Associate Director
Health Services Cost Review Commission (HSCRC)
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In closing, I respectfully make the following recommendation for consideration by the HSCRC:
1.
Hospitals need to be safer.
2.
HSCRC should partner towards this end.
3.
The logical partners are the HSCRC, the hospitals, MHA, and the MPSC.
4.
The 3M information should identify a finite (e.g., five) number of PPCs to be eliminated in
Maryland.
5.
Five collaboratives (Hospitals, HSCRC, MHA, and MPSC) should be funded.
6.
Hospitals participating and demonstrating gains will benefit from lower costs (as will HSCRC).
7.
Strategies will be needed to address non‐performing hospitals (a complex conversation for
another day).
8.
Over time, (perhaps one year hence) 3M data may again assist with finding another finite group
(e.g., two) of PPCs to add to the collaboratives.
Central to this suggestion: the hospitals are being assisted with identification of logical
opportunities and centralized efficient, effective solutions (collaboratives) ‐‐‐ bolstering precious hospital
quality/patient safety resources to logically implement and continuously improve collaborative processes
at the bedside.
In summary, I am advocating a statewide partnership to bolster quality outcomes and patient safety;
and, at the same time, I am advocating against the MD HAC/PPC it has the unintended consequence, of
distracting, disrupting and diverting already scarce hospital resources from quality/patient safety processes.
Again, I wish to commend the HSCRC’s commitment to partnering to advance safe, efficient, effective,
timely, just/equitable patient‐centered care as Maryland aspires to become the safest state for patient care in the
country. Again, our hospital is in full partnership with you. Thank you for this opportunity to provide input into
this important process.
Respectfully submitted,

T. Michael White, MD, FACP
Chief Medical Officer

Staff Draft Recommendation for an Alternative
Method of Financing Board of Public Works
Approved Medicaid Day Limits

August 5, 2009

This represents a draft recommendation of the HSCRC. Any comments regarding this
draft recommendation should be submitted to Robert Murray, HSCRC Executive Director,
on or before August 21, 2009.

Draft Recommendation for an Alternative Method of Financing Board of Public Works
Approved Medicaid Day Limits
Introduction
This recommendation follows action approved by the Maryland Public Works (BPW) at its July
2009 m eeting t o a chieve budg et r eductions t hrough r e-imposition of M edicaid day limits
(MDLs) e ffective J anuary 1, 2010. In l ieu of M DLs, B PW e xpressly allowed f or a n HSCRC
alternative approach that would generate approximately $24.2 million in State savings during FY
2010. This recommendation proposes that alternative approach.
Background on Medicaid Day Limits
In p ast years, du ring t imes of s evere S tate bud getary s hortfalls, t he Department of H ealth and
Mental Hygiene (DHMH) has proposed stop-gap payment reductions as a means of assisting the
State i n ba lancing i ts b udget. In fiscal 2004, b udget c onstraints le d DHMH to implement
hospital day limits for Medicaid enrollees. MDLs cap the number of days that Medicaid will pay
for a hos pital s tay at a percentage o f t he a verage l ength of s tay ( ALOS) b y di agnosis-related
group (DRG). A hospital is not paid by Medicaid for additional days beyond this limit.
In D ecember 2003, D HMH pr oposed regulations t o i mplement M DLs a t 95% of A LOS. In
response t o r evised s avings e stimates a nd c omments on t he pr oposed r egulations, D HMH
loosened the day limits to 105% of ALOS and specified that the day limits would expire on June
30, 2005. O ver t his 1 8 m onth pe riod, M DLs w ere e xpected t o r educe S tate M edicaid
expenditures b y $30 m illion. T his would also mean t hat t he S tate would forgo $30 m illion i n
federal matching funds.
Under s tandard H SCRC pol icy at t he t ime, any uncompensated ca re (UC) as sociated w ith the
MDLs would be recognized through the uncompensated care regression over a three year period.
Given t he s cale of t he proposed da y limits a nd c oncerns regarding hospital pr ofitability, the
HSCRC i n December 20 03 amended i ts uncompensated c are pol icy t o allow 80 pe rcent o f t he
uncompensated c are costs t o be r eimbursed up f ront, w ith t he r emaining 20 pe rcent f unded i n
accordance w ith r egular U C pol icy. T he C ommission, b y r egulation, a lso pe rmitted hos pitals
with f inancial ne ed t o s eek a dditional r elief t hrough t he pa rtial rate application pr ocess. T hese
actions mitig ated the im pact of da y limits on hospitals, particularly tho se hos pitals w ith high
proportions of Medicaid patients. Five hospitals were granted relief under these regulations.
Though i nitially i ntended t o t erminate after 18 months, continued budgetary p ressures i n fiscal
2005 l ed D HMH t o e xtend M DLs t hrough J une 30, 2006, a nd a lso t o tighten t he l imits from
105% to 100% of ALOS. In response, the 2005 Joint Chairmen's Report stated it was the intent
of the budge t c ommittees tha t f iscal 2006 be the f inal year o f hos pital da y limits a s a c ostcontainment measure. Day limits were loosened from 100% to 105 % of ALOS for the last half
of fiscal 2006, but funding to discontinue day limits was not included in the fiscal 2007 budget.
Therefore, i n J une 2006 , D HMH s ubmitted r egulations t o e xtend da y l imits t hrough June 30,
1

2007 – a full two years beyond the termination date included in the original regulations – and to
further relax the day limits from 105% to 120% percent of ALOS.
During t he 2006 Interim, t he H SCRC w as s ubject t o a S unset E valuation c onducted b y t he
Department o f Legislative Services (DLS). After an in-depth review of the MDL policy, D LS
found that, “although Medicaid day limits achieve cost savings to the general fund budget, they
increase he alth care cos ts i n the State and are de trimental t o the al l-payer s ystem.” T herefore,
DLS recommended that MDLs not be extended beyond the June 30, 2007 termination date, and
that DHMH should work with the Department of Budget and Management to identify alternative
savings in the FY 2008 budget. Nonetheless, action taken by the budget conference committees
in 2007 extended day limits into FY 2008.
During t he 2008 Legislative S ession, H ouse B ill 1587 ( Chapter 245 ) w as e nacted t o i nitiate a
uniform, br oad-based, and r easonable a ssessment on hos pital r ates t o reflect t he r eduction i n
hospital unc ompensated c are r ealized f rom t he e xpansion of M edicaid e ligibility t o pa rents,
caretakers, a nd childless a dults w ith i ncome be tween 46% a nd 116% o f t he f ederal pove rty
guidelines. T his l egislation a lso di scontinued t he us e o f M DLs effective J uly 1, 2008 and
replaced it with a uniform assessment of $19 million to be transferred to the Medical Assistance
Program in lieu of 6 months of day limits in FY 2009.
Difficulties Associated with Imposition of Day Limits and HSCRC Response
Each year, t he C ommission ha s f ound that the actual i mpact of M DLs w as g reater t han the
anticipated impact. T herefore, MDLs have shown to be a highly inaccurate method to address
DHMH fiscal issues. As illustrated above, the MDLs in a given fiscal year are based on estimates
of t he av erage length o f s tay a nd ut ilization by DRG. T he HSCRC has w orked w ith t he
Medicaid program t o determine t he act ual e xperience. This pr ocess ha s be en extremely
complicated and difficult to administer. I t takes several years be fore the actual impact can be
quantified, a nd f urther a djustments a re t hen r equired t o t he unc ompensated c are pr ovision i n
rates. Also, t he r e-imposition of da y limits r aises the s pecter of da y limits be coming a n
embedded element of t he r ate s ystem. T he S tate i nitially de signated MDLs as an interim 18
month stop-gap measure. As such, the HSCRC hesitantly agreed to facilitate their imposition by
largely i ndemnifying ho spitals t hrough pr ospective r ate action. D espite t he C ommission’s
continued e fforts ove r t he years t o e liminate M DLs, l egislators ha ve continued t o pr opose a nd
enact t hem t o varying d egrees. E xperience ha s shown t hat da y l imits, onc e i mplemented, a re
very di fficult t o r emove a s a bud get c utting strategy. Further, w hen t he pol icy of t he
Commission i s to e nsure t hat hos pitals ar e not i mpacted on a cash-flow ba sis b y ba ck-filling
impacts on unc ompensated care, those not adversely affected by the policy (i.e., hospitals) have
little incentive to mount significant opposition. On the other hand, those parties most harmed by
the i mposition of da y l imits ( i.e., M edicare a nd f irst pa rty pa yers) ha ve not e xerted s ufficient
political force to prevent their imposition or effectuate their elimination.
The C enters f or M edicare and Medicaid Services (CMS) has i ndicated t o H SCRC s taff t heir
opposition to MDLs citing i nherent e quity i ssues. Given that one o f t he t wo federal t ests t o
retain the Medicare waiver is that it mus t remain all-payer, Staff remains very concerned about
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the s erious e quity impl ications a ssociated with any re-imposition of da y limits a nd a ssociated
HSCRC rate action.
HSCRC Response: Alternative Method for Financing Approved BPW Action
The s taff c onsidered a n a lternative m ethod f or f inancing amounts earmarked f or bud get
reductions t o t he M edicaid program. As not ed above, the last vestige of da y limit f unding was
accomplished in 2009 through the imposition of a small but broad-based and uniform assessment
on all hospital rates, which applied to all payers equally. These amounts were then collected by
hospitals and transferred to the Medicaid program, along with estimated amounts associated with
averted hospital uncompensated care resulting from Medicaid expansion.
DHMH has agreed to this alternative way of implementing BPW action through the imposition
of a broad-based and uniform assessment to generate an additional $8.9 million in State General
Fund savings for Medicaid between Jan 1, 2010 and June 30, 2010 i n lieu of da y limits. T his
approach is inherently a far more equitable way to address the State budgetary problems. This
approach is also much preferred to MDLs due to the following factors:
•

No significant administrative issues;

• The amount of actual savings is known up front rather than waiting several years to
obtain data to verify savings and make relevant adjustments to uncompensated care;
• The alternative is broad-based and uniform, payment implications apply to all payers
proportionally, and, from a payment standpoint, no payer is advantaged or disadvantaged; and
• This a lternative a ccomplishes t he s ame budge tary r esult a s M DLs without the
HSCRC having to administratively react to regulations issued by DHMH.
Staff Recommendation
1. The imposition of a one-year, broad-based, and uniform hospital assessment in FY 2010
in t he a mount of $8,8 97,720, c onducted i n t he s ame m anner a s t he $19 m illion
assessment that was imposed in FY 2009, in lieu of Medicaid day limits;
2. Instruct hos pitals to remit the ir c alculated proportion of the a ssessment to Medicaid
beginning January 1, 2010; and
3. The assessment will terminate June 30, 2010.
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Final Staff Recommendation on Seed Funding for
Development of a Statewide Health Information
Exchange in Maryland

August 5, 2009

This represents a final recommendation of the Maryland Health Care Commission and
HSCRC Staff

Final Staff Recommendation on Seed Funding for the
Development of a Statewide Health Information Exchange in
Maryland
Introduction
This final recommendation proposes permitting seed funding of up to $10 million through
hospital rates over the next 2-5 years to support the development of a statewide health
information exchange in Maryland.

HIE Strategy
Health information technology can help improve health care quality, prevent medical errors, and reduce
health care costs by providing essential information at the time and place of care delivery. There are two
principle tasks required to achieve a more efficient and effective health care delivery system: assuring
that the relevant clinical data (and decision support) are available at the time and place of care, and
assuring that the information developed in the course of real-world treatment contributes to a provider’s
knowledge and shapes further practice.
Health information exchange (HIE) promises to transform the current health care system by ensuring that
consumers have access to the highest quality, most efficient, and safest care by giving providers access to
the right information at the right time. Building a successful HIE requires considerable planning in order
to implement a business model that creates incentives for use, and recognizes the need for funding from
those stakeholders that derive value and benefits for using technology to access and share electronic
health information. A statewide HIE will create an interconnected, consumer-driven electronic health
care system that enhances health care quality, safety, and effectiveness, and reduces health care costs.
The MHCC and the HSCRC implemented a two-phased approach to establishing a statewide HIE that
consisted first of two different but parallel planning projects, followed by a single implementation project
to build a statewide HIE. The purpose of the planning phase was to identify the best ideas submitted from
the two multi-stakeholder groups working independently that could be merged into a single Request for
Application (RFA) to build a statewide HIE that securely exchanges patient information across multiple
provider settings. The nine month planning phase concluded in February 2009 and MHCC issued the
RFA to build a statewide HIE in April.

The RFA Review Process
The MHCC and HSCRC convened a responder conference at the end of April to address specific vendor
questions pertaining to the RFA. In June, staff received responses to the implementation RFA from
CRISP (Chesapeake Regional Health Information System for our Patients), Deloitte, The Free State Joint
Venture, and MEDNET. An evaluation committee consisting of representatives from the MHCC,
HSCRC, and Health Care Information Consultants, LLC was convened to evaluate the responses to the
RFA. The RFA contained the evaluation criteria along with the guidance for each section in developing
an acceptable response. The evaluation committee concluded that CRISP and Deloitte were the only
responders that met the requirements specified in the RFA. The review panel considered the submissions
from the remaining two responders as insufficient and disqualified their proposals.
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Key Assessment Categories
Organizational Infrastructure. CRISP plans to establish a Board of Advisors with broad responsibility
for ensuring that the interests and perspectives of all stakeholders are included in the exchange, and plans
to incorporate two representatives from the legislature to their governance. Deloitte proposes to
include17 stakeholders to create a diverse representation in the governing body and assign each to one of
three standing committees: clinical advisory, consumer advisory, and project management. CRISP
included support letters from 24 stakeholder groups, while Deloitte included 3 in their response. CRISP
proposes to outsource many of the organizational functions until the volume of work and revenue
supports hiring staff. Deloitte plans to recruit for eight positions to support the infrastructure of the
organization. The evaluation committee gave preference to the organizational infrastructure design of
the CRISP proposal.
Privacy and Security. CRISP and Deloitte indicated a commitment to work with the MHCC Policy
Board to develop specific policies related to privacy and security. 1 CRISP plans to use the policy
identified during the HIE planning phase as a framework for developing more robust policies. Deloitte
plans to use HIPAA, the Maryland Confidentiality of Medical Records Act, and the Medicare Electronic
Prescribing Rule as basic policies for the HIE. CRISP and Deloitte cited similar auditing functions for
the HIE, where centralized auditing is a key feature. Provider access to the exchange is role-based in both
designs. CRISP plans to authenticate users through a username and strong password that meets the
requirements of the National Institute of Standards and Technology for authentication. Deloitte plans to
implement a username and password for entry to the exchange and was not specific in their password
design. CRISP proposes to use government issued identification at the point of care for authenticating
consumers. Deloitte plans to implement identity proofing through an external identity provider, custom
web-based application, or a web portal. The evaluation committee gave preference to the privacy and
security approach in the CRISP proposal.
Fundamental Design and Technical Architecture. CRISP and Deloitte proposed a decentralized
hybrid infrastructure with a record locator service and master patient index. CRISP plans to identify
technology partners through a competitive process where the Commissions would have veto authority
over the selection. Deloitte identified Medicity as the technology partner in their response and plans to
use a service-oriented architecture and incrementally deploy design features of the exchange. CRISP
proposes to use the Healthcare Information Technology Standards Panel’s Continuity of Care Document
C32, which contains about 17 identifiable modules for storing patient specific information. The
technology partner chosen by Deloitte complies with all Integrating the Healthcare Enterprise technical
framework standards, and Deloitte plans to identify the use of appropriate profiles with the governing
body. CRISP proposes to give consumers access to their health information through health record banks.
Deloitte proposes to support third party personal health record applications. The evaluation committee
gave preference to the fundamental design and technical architecture of the CRISP proposal.
Exchange Functionality. CRISP proposed specific Use Cases grouped into categories based upon
clinical value, the ease of implementation, and financial sustainability. Deloitte plans to base the Use
Case selection on stakeholder value, technical challenge, implementation timeframe, and ROI, and would
involve stakeholders in the selection process. CRISP proposes a staggered implementation of the Use
Cases based on the sustainability of the HIE. Initially, CRISP plans to implement medication, labs, and
discharge summaries. CRISP proposes to select additional Use Cases to pursue, with the guidance of the
1

MHCC plans to identify members of the Policy Board in August.
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exchange Board of Advisors and the Policy Board. Deloitte proposes to develop a detailed Use Case
implementation strategy upon receipt of the award. The evaluation committee gave preference to the
exchange functionality of the CRISP proposal.

Response Comparison Table
A Consumer-Centric Health Information Exchange for Maryland
Leading Attributes
Categories
Revenue Sources
Budget
Ownership Model
Policy Board
Governance
Composition
Operational
Structure
Access
Audit
Authentication
Authorization
Consumers
Providers
Data
Request for Data
Exchange of Data
Publishing Data
Infrastructure
SOA
Interstate HIE
Underserved
Interoperability
PHR
EHR
Use Cases
HIE Services
Initial Use Cases
Analytics/Reports

CRISP

Deloitte

Financial Model and Sustainability
$10 million state funds, participating provider subscription fees,
$10M state funds, provider and payer transaction, subscription,
with potential to secure additional investments
or membership fees, Medicaid participation
Year: 1. ($4.8M); 2. ($3.6M); 3. ($1.8M); 4. ($343K); 5. $730K
Year: 1. ($3.8M); 2. ($3.4M); 3. $11.6M; 4. $27.9M; 5. $49.3M
Organization Infrastructure
Non-stock corporation, 9 Board of Directors, will seek 501(c)(3)
Will seek not-for-profit 501(c)(3)
Yes - convened by MHCC
Yes - convened by MHCC
21 from RFA, suggest including 1 House and 1 Senate. Board of
Advisors that will organize into 3 Committees: 1) Exchange
Technology; 2) Clinical/Use Cases; and 3) Finance/Community
President, Clinical Assessment, Program Management Office,
Provider/Patient Outreach Coordinator, Technical Operations,
and Support Functions

Board of Directors with Chair and 17 members, 3 Committees: 1)
Clinical Advisory Committee; 2) Consumer Advisory Committee;
and 3) Project Management Committee
Executive Director, Finance Manager, Technical Project Manager,
Education and Outreach Manager, POC, Data Analyst,
Administrative Assistant

Privacy and Security
Provider: Role-based access; Consumer: HRBs and PHRs
Provider: Access Control List; Consumer: PHRs (gateway)
Provider: Centralized auditing; Consumer: none
Provider: Centralized auditing; Consumer: none
Provider: Username and strong password; Consumer: ID
Provider: username and password; Consumer: none
Provider: Role; Consumer: controls flow of information
Provider: Role-based access; Consumer: MPI
Outreach and Education
Consumer groups; materials in various languages/educational
Grassroots - provider to patient, Community Advisory Committee
levels; define message; tailor message; engage providers; media
Medical trading area study (MTA), Provider Outreach
POC solicit agreements from providers, provide training, followCoordinators (POC), deploy physician feedback mechanism
up, and monitoring of HIE use.
Fundamental Design
Master Patient Index (MPI), edge servers
MPI. SOA, edge servers, data pointers
No info on opt-outs
No info on opt-outs
CCD C32: meds, allergies, PMH, labs, and D/C & clinical
Real-time HL7 for clinical data
summaries
Results delivery
Web-based and direct TCP/IP, results delivered to "inbox"
Technical Architecture
Decentralized hybrid infrastructure, MPI, and data registry
Decentralized hybrid, RLS, edge server.
Yes
Yes
Focus on statewide HIE and then national connections
NHIN standards for inter-HIE exchange of data
Many advocacy groups engaged
Not defined
HITSP endorsed IHE standards for interoperability
Platform routes results into EMR, integrates order entry
PHR vendor interface
PHR vendor interface
Provider portal solution to access information
Web portal
Exchange Functionality
Grouped (Chronological - A, B, C)
RFA Criteria for Use Case Selection, no defined plan
In chronological order - Group A: 1. Med Hx -> ED, 2. Lab Results;
Group B: 1. Hospital Discharge Summaries (HDS) to ED, 2. HDS to
Physicians/Clinics; Group C: 1. Chart Summary (CS) to ED, 2. CS
to Physicians/Clinics, 3. Radiology Reports Delivery.

Utilize RFA Criteria and Standard Project Management Institute
basics to determine Use Cases

Final Use Case of Group A will be operational in late 2010
Outlined RFA Use Cases and timeline
Analytics/Reporting
Public Health, Care Management, Quality Improvement
Chronic Care, Utilization/Costs, Public Health
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Staff Recommendations
CRISP proposes a technical approach for a statewide HIE that is flexible and includes policy that is
protective yet not prohibitively restrictive, along with a financial approach that is sustainable. The
statewide HIE will be a valuable resource to improve quality, increase safety, and ultimately decrease the
cost of health care in Maryland. The Maryland Health Care Commission approved the CRISP approach
on July16, 2009. Therefore, the Maryland Health Care Commission and HSCRC staff recommend that
the HSCRC approve funding for CRISP to initiate the development of a statewide HIE through an
adjustment to the rates of participating hospitals of up to $10 million over the next 2-5 years. MHCC
and HSCRC staff will continue to review spending and funding needs and will make adjustments to
annual funding as necessary. The HSCRC reserves the right to withhold or discontinue funding in the
event that deliverables or expectations are not met.

CRISP Proposed Implementation Plan
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Staff Recommendation
August 5, 2009

Staff is concerned that in a case where an admission has been denied for medical necessity, it
would still flow through the Charge-per-Case (CPC) methodology and inappropriately result in a
hospital’s maintaining revenue capacity.
Staff recommends that the Accounting and Budget Manual be amended to require a new
quarterly report of Admissions Denied for Medical Necessity. The due date for this report is the
same date the Quarterly Inpatient Discharge Abstract tape is due.

Admissions Denied for Medical Necessity
Hospital Name

______________

Hospital Number

______________

(1)

Medical Record Number

Quarter Ended

(2)

(3)

Admit Date

Total
Charges
Billed

_____________

(1)
Medical Record Number.
Enter on this line the unique medical record number assigned by the hospital for the patient's medical record.
The unique medical record number is to be assigned permanently to the patient and may not change regardless of the number of admissions for that particular patient during the patient’s lifetime.
(2)
Admission Date
Enter on this line the month, day, and year of the patient’s admission to the hospital. For example, April 4, 1992, is entered as 04041992 (mm/dd/yyyy).
(3)
Total Charges Billed
The full charges for all services provided to the patient shall be reported. These charges do not include Part B physician charges
or charges not regulated by the Health Services Cost Review Commission (for example, telephone service, television charges, or private duty nursing charges).

Save file name as admdeny00##_qeyy.xls where 00xx is the hospital number; qe is quarter ending month; and yy is the calendar year.

TO:

Commissioners

FROM:

Legal Department

DATE:

July 31, 2009

SUBJECT:

Hearing and Meeting Schedule

Public Session

September 2, 2009

Time to be determined, 4160 Patterson Avenue, HSCRC
Conference Room

October 14, 2009

Time to be determined, 4160 Patterson Avenue, HSCRC
Conference Room

Please note, Commissioner packets will be available in Commission offices at 8:00 a.m.
The agenda for the Executive and Public Sessions will be available for your review on the
Commission’s Web Site, on the Monday before the Commission Meeting. To review the
agenda, visit the Commission’s web site at http://www.hscrc.state.md.us

