State of Maryland
Department of Health

Nelson J. Sabatini
Chairman

Donna Kinzer
Executive Director

Herbert S. Wong, PhD
Vice-Chairman

Katie Wunderlich, Director
Engagement & Alignment

Joseph Antos, PhD Allan Pack, Director
Population Based

Victoria W. Bayless Methodologies

George H. Bone, Chris L. Peterson, Director

M.D. . . L Clinical & Financial Information
Health Services Cost Review Commission
John M. Colmers 4160 Patterson Avenue, Baltimore, Maryland 21215 Gerard J. Schmith, Director
Phone: 410-764-2605 - Fax: 410-358-6217 Revenue & Regulation
Jack C. Keane Toll Free: 1-888-287-3229 Compliance

hscrc.maryland.gov

542nd MEETING OF THE HEALTH SERVICES COST REVIEW COMMISSION
July 12, 2017

EXECUTIVE SESSION
12:00pm
(The Commission will begin in public session at 11:00 a.m. for the purpose of, upon motion
and approval, adjourning into closed session. The open session will resume at 1:00 p.m.)
1. Update on Contract and Modeling of the All-payer Model vis-a-vis the All-Payer Model Contract —
Administration of Model Moving into Phase II - Authority General Provisions Article, §3-103 and
§3-104

2. Discussion on Planning for Model Progression — Authority General Provisions Article, §3-103 and
§3-104

3. Personnel Matters — Authority General Provisions Article, §3-305 (b) (1)

PUBLIC SESSION
1:00 p.m.

1. Review of the Minutes from the Public Meeting and Executive Session on June 14, 2017
2. Executive Director’s Report
3. New Model Monitoring

4. Docket Status — Cases Closed

2384R — McCready Health 2385A - University of Maryland Medical Center
2386A - University of Maryland Medical Center 2387A - University of Maryland Medical Center
2388A — MedStar Health 2389A — MedStar Health

2391A - Johns Hopkins Health Care 2392A — Johns Hopkins Health Care

5. Docket Status — Cases Open
2371R — MedStar Franklin Square Medical Center 2372A — Doctors Community Hospital
2390N — McCready Health 2393A — Johns Hopkins Health Care
2394 A — Johns Hopkins Health Care

6. Presentation by Nexus Montgomery

7. Final Recommendation for Nurse Support Program I for FY 2018



8. Final Recommendation on Uncompensated Care Policy for FY 2018
9. Report on Hospital Costs Associated with Physicians
10. CRISP FY18 Budget Overview

11. Hearing and Meeting Schedule



Executive Director’s Report

The Executive Director’s Report will be distributed during the Commission
Meeting



New Model Monitoring Report

The Report will be distributed during the Commission Meeting



Cases Closed

The closed cases from last month are listed in the agenda
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OVERVIEW

MedStar Franklin Square Medical Center (“MFSMC,” or “the Hospital”) submitted a
partial rate application on December 23, 2016, docketed as Proceeding Number 2371R. The
Hospital seeks a permanent increase in its Global Budget Revenue (GBR) of 0.9percent, which
amounts to $4.7 million for capital costs related to its replacement surgical services. MFSMC
has requested that the rate increase be phased in beginning July 1, 2017 to coincide with the
timing of the project’s cash outlay, although project completion is anticipated in November,

2019.

As per the application, the project replaces the Hospital’s current surgical service
facilities, which includes 16 operating rooms, by constructing a new facility on its campus that
will contain 14 operating rooms and associated support spaces. The project will consist of the
construction of a new, two-story 75,000 square foot replacement facility, and will include a
connection between the new building and the inpatient tower. MFSMC was granted a
Certificate of Need (“CON”) by the Maryland Health Care Commission on June 15, 2017. The
MHCC approval was based, in part, on the MHCC finding that the financial feasibility of the

project was not dependent on a rate increase.

BACKGROUND AND REQUEST

MFSMC is requesting an annual rate increase of $4,706,000, or about .9 percent of total

revenue, to its permanent GBR approved revenue to be phased in starting July 1, 2017. The



project is anticipated to cost $70,000,000, including new construction costs of $50,900,000,
equipment costs of $12,600,000, contingencies, inflation, and other costs of $6,500,000. The
budget submitted by the Hospital in its CON application includes sources of funds of
$39,670,000 in bonds, $10,000,000 in cash, $20,000,000 in philanthropy, and $330,000 in

interest on interest income from bond proceeds.

On Page 66 of the CON application, MFSMC provided financial projections regarding
patient revenue that assumed, “beginning in FY 2020 MFSMC will be reimbursed 100% of the
interest expense, and depreciation and amortization expense.” In the CON application, MFSMC
projected 51,983,000 in new interest expense and $1,378,000 in new depreciation expense in
FY 2020 for a total of $3,361,000 in new capital .expense. In FY 2021, MFSMC projected
$1,950,000 in new interest expense and $2,756,000 in new depreciation expense for a total

new capital expense of $4,706,000.

MFSMC is requesting that the rate increase be phased in beginning July 1, 2017 with
$1,277,695 added to rates July 1, 2017, $1,718,824 added to rates at July 1, 2018, and
$1,709,481 added to rates at July 1, 2019. MFSMC’s phased-in rate request is not consistent
with the assumptions included in the CON for patient revenue, because the CON assumes that

the rate increase will not be effective until the project is completed in November 2019.

In its staff recommendation dated June 15, 2017 recommending approval of the surgical
facilities replacement CON for MFSMC, the MHCC staff stated that, “Although MFSMC is

seeking a rate increase to cover interest and depreciation for the project, MHCC staff has



concluded that the project is feasible and that MFSMC will continue to be a viable hospital,
even if its revenue base is not expanded in response to this project, as the hospital proposes.”
(See Attached Copy of Page 3 of MHCC staff recommendation.) During MHCC's review, HSCRC
staff submitted a memorandum documenting its financial review and conclusion that the
Hospital did not need a rate increase for financial feasibility. (See attached Memorandum of

June 5, 2017 to MHCC from HSCRC staff)

In the CON, MFSMC projected profits of $21 million in FY 2019, $25 million in FY 2020,
$29 million in FY 2021, and $34 million in 2022 on approximately $530 million in net revenue on

an uninflated basis.

In the rate application, MFSMC included a table on Page 19 that showed that MFSMC's
Potentially Avoidable Admissions (PAU’s) represented 15.50 percent of MFSMC’s utilization in
calendar year 2015 compared to a statewide median of 12.18 percent and a statewide top
quartile of 9.88 percent. The percentage of MFSMC's utilization related to PAU’s in Calendar
Year 2015 was 27 percent above the statewide median and 57 percent above the statewide top

quartile.

HOSPITAL FINANCIAL SITUATION

The Hospital’s fiscal year end is June 30. For the past three years, MFSMC has reported

the following audited results:

Operating
Year Ending Net Operating Revenue Net Operating Profit Margin
June 30, (Regulated) (Regulated) (Regulated) Net Profits




2014 $414,241,900 $40,797,800 9.85% $21,317,500
2015 $421,959,000 $39,840,900 9.44% $17,142,700
2016 $430,855,400 $45,326,600 10.52% $10,758,100

For the two years ended June 30, 2016, MFSMC averaged net revenue increases of

2.0percent annually and expense increases of 1.7 percent annually on regulated services.

According to internal financial statements submitted by the MedStar hospitals in
Maryland, MFSMC generated $33 million in profits on $367 million in net revenue for the 10
months ended April 30, 2017 on regulated services and an overall profit of $16 million. On a
combined basis, the seven MedStar hospitals in Maryland reported $131 million in profits on
$1.492 billion in net revenue for the ten months ended April 30, 2017 on regulated services and

an overall profit of $59 million.

STAFF ANALYSIS

The HSCRC and MedStar, on behalf of its subsidiary entities including MFSMC, entered
into a GBR agreement effective January 1, 2014. Since the inception of the GBR, MFSMC and
the MedStar hospitals have experienced positive financial results. MedStar hospitals have
benefitted from the GBR system. The MedStar hospitals have experienced significant volume
declines resulting from market shift, PAU reductions and other reductions. The System has
been permitted to retain revenues ranging from 50 percent to 100 percent of these declines.
The revenue retained from these declines, which staff estimates at $31 million, far exceeds the
capital costs for the MFSMC surgical tower. The HSCRC staff expects MedStar and MFSMC to

fund the replacement facility from these retained funds and other financial resources.



MFSMC has consistently generated profit margins on regulated services in the ten percent
range. MFSMC and MedStar hospitals continue to have significant levels of PAU. Further
reductions of PAU can also provide resources for capital needs. As services have been moved
from one hospital to another within the MedStar system, revenues have been moved, including
the fixed cost component. While MFSMC has not had the extent of volume declines as some
other MedStar facilities, the transfers of fixed cost dollars within the system are another source

of funds for the MFSMC project.

Section IX B. of the GBR agreement, entitled “Approved Regulated Revenue
Modifications Related to CON Projects,” contains provisions regarding potential revenue
modifications for related to CONs. (See relevant pages of GBR agreement attached) This
agreement states that MedStar can petition for a revenue increase related to capital costs.
However, MedStar must pass “highly stringent tests” of financial necessity and must
demonstrate to the satisfaction of the HSCRC staff, that it is unable to fund a new capital

project within its existing revenue base.

As indicated above, staff finds that the existing revenue base under the GBR agreement
is sufficient, and that retained revenues from volume declines far exceed the capital
requirements of the MFSMC project. MedStar and MFSMC have not demonstrated that the

Hospital is unable to fund the capital project within the existing revenue base.



Summary and Recommendation

Under the GBR agreement, MedStar can petition for a revenue increase related to
capital costs. However, MedStar must demonstrate to the satisfaction of the HSCRC staff, that

it is unable to fund a new capital project within its existing revenue base.

MedStar has not demonstrated that it is unable to fund the MFSMC operating room
replacement within its existing revenue base. To the contrary, MFSMC and MedStar hospitals
report strong regulated profit margins and have retained revenues under the GBR from volume
declines. Staff has concluded that there are adequate funds for this project within the existing
GBR of MFSMC and MedStar. Finally, MHCC concurred with the HSCRC staff’s conclusion that a

rate increase was not necessary for financial feasibility in granting the CON.

For these reasons, the staff recommends that MFSMC’s rate request be denied.



Attachments Included
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Cost Effectiveness

The applicant outlined its goals and considered alternatives for this limited
project. The alternative presented by the applicant -- renovation on site --
was deemed cost prohibitive given facility constraints. The applicant
demonstrated that constructing a replacement facility best addresses the
need to modernize hospital facilities and improve efficiency, and was the
most cost effective option to meet project objectives.

Efficiency

By consolidating the two, separate surgical pods into one, the project will
reduce staff duplication, resulting in a reduction of 21 full time-equivalent
(FTE) staff positions.

Financial Feasibility
and Viability

Equity and philanthropy will cover approximately 43% of the total project
cost. MFSMC has demonstrated that it has the equity, fund-raising
capability, and debt capacity to fund the project as proposed. Its utilization
projections and revenue and expense assumptions are reasonable. Although
MFSMC is seeking a rate increase to cover interest and depreciation for the
project, MHCC staff has concluded that the project is feasible and that
MFSMC will continue to be a viable hospital, even if its revenue base is
not expanded in response to this project, as the hospital proposes. HSCRC
staff has advised MHCC of this same conclusion.

Construction Cost

Applying the analysis outlined in the Marshall Valuation Service
methodology yields a conclusion that the estimated project cost is 2%
higher than the benchmark calculated by staff ($12.06 per SF above the
benchmark of $595.10 per SF calculated by staff). Accordingly, staff
recommends that if the project is approved it include a condition excluding
the excess cost from any rate increase that might be authorized to cover the
capital costs associated with this project.

Impact

The proposed project is a modernization, replacement, and “right-sizing” of
the existing facility. It will align MFSMC’s surgical services with updated
design standards, while reducing the OR complement by two rooms. It
should have no negative impact on existing providers or on services for
patients.

MFSMC has filed a partial rate application with HSCRC for the
incremental capital costs related to this project. HSCRC has not yet acted
on it. Obviously, if granted, charges would be affected.

IL. PROCEDURAL HISTORY

A. Review of the Record

Please see Appendix 1, Record of the Review.

B. Interested Parties in the Review

There are no interested parties in this review.
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To: Kevin McDonald

Chief - CON, MHCC

From: Gerard J. Schmith /d % ’/
Deputy Director, Hospital Rate Setting, HSCRC

Subject: Review of financial projections for MedStar Franklin Square Medical Center CON
for Surgical Facilities Replacement Project

This memo is in response to your memo dated May 10, 2017 where you requested that HSCRC
staff provide an opinion as to whether MedStar Franklin Square Medical Center’ (MFSMC)
CON project for replacing its surgical facilities would still be viable if the staff did not approve
the MFSMC’s rate request to fund the project.

In staff’s review of the project we noted that MFSMC assumed that the staff would approve a
rate request of $4.7 million effective November 2019 which was equal to the incremental
depreciation and interest expense associated with the project. The rate request that MFSMC
recently submitted to the HSCRC for the project requested an effective date of July 1, 2017,
which is more than 2 years earlier than the effective date of the increase assumed in the CON. -

The uninflated projected financial statements included as part of the CON assumed annual
profits ranging from $16,998,000 in FY 2017 to $34,421,000 in FY 2022. The inflated projected
financial statements included as part of the CON assumed annual profits ranging from
$16,999,000 in FY 2017 to $11,758,000 in FY 2022. The reason for the wide discrepancy in
projected future profits in the uninflated projections versus the inflated projections was that
MFSMC assumed in the inflated projections that net revenues would increase by approximately
1.8% per year while non-capital expenses would increase by about 3.0% per year causing the
lower projected profits in the inflated projections.

Based on staff’s experience over the last 40 years, hospitals have been able to historically
manage their expenses in line with their allowed rate increases so staff believes that the larger
profits projected by MFSMC under the uninflated financial statements are more representative of
what will actually occur. If staff does not approve MFSMC'’s recent rate request there will be no
impact on MFSMC projected financial statements in the CON for FY 2017 through 2019

because MFSMC did not assume it would receive a rate increase for the project until November



2019. If the $4.7 million rate request assumed by MFSMC in the projected financial statements
in the CON is not granted, MFSMC’s projected profit margin for FY 2022 would decrease from
the 6.4% assumed in the CON to a revised 5.5%.

On a system-wide basis MFSMC’s parent, MedStar Health Inc., generated significant net
revenue during the year ended June 30, 2016. The HSCRC staff believes that MedStar Health
Inc. may have the capacity, on a system-wide basis, to reduce its existing excess volumes and
fixed expenses sufficiently to absorb this estimate cost increase.

Staff does not believe that the denial of MFSMC’s assumed rate increase associated with the
CON for the replacement of surgical facilities will have a material impact on the viability of the
project.



AGREEMENT
BETWEEN
THE HEALTH SERVICES COST REVIEW COMMISSION
AND
MEDSTAR HEALTH, INC.
REGARDING

GLOBAL BUDGET REVENUE AND NON-GLOBAL BUDGET REVENUE



-3-

AGREEMENT
BETWEEN
THE HEALTH SERVICES COST REVIEW COMMISSION
AND
MEDSTAR HEALTH
REGARDING GLOBAL BUDGET REVENUE AND NON-GLOBAL BUDGET REVENUE

This Agreement, made this 1st day of January , 2014, between (the MARYLAND HEALTH SERVICES
COST REVIEW COMMISSION (the “Commission,” or “HSCRC”) and MedStar Health, Inc.
(“MedStar”) on behalf of the following subsidiary entities: Franklin Square Hospital Center, Inc. d/b/a
MedStar Franklin Square Medical Center, The Good Samaritan Hospital, of Maryland Inc. d/b/a MedStar
Good Samaritan Hospital, Harbor Hospital, Inc. d/b/a MedStar Harbor Hospital, MedStar Southern
Maryland Hospital Center, Inc., and The Union Memorial Hospital d/b/a MedStar Union Memorial
Hospital, (individually “Hospital,” or collectively “Hospitals™), each of which agrees to adopt the Global
Budget Revenue (“GBR") Model.

L Overview

The Global Budget Revenue (“GBR") model is a revenue constraint and quality improvement
system designed by the Maryland Health Services Cost Review Commission to provide hospitals with
strong financial incentives to manage their resources efficiently and effectively in order to slow the rate of
increase in health care costs and improve health care delivery processes and outcomes. The GBR model
is consistent with the Hospitals® mission to provide the highest value of care possible to their patients and
the communities they serve.

This Agreement is intended to promote the achievement of the goals of the Maryland All-Payer
Model Agreement between the State of Maryland and the Center for Medicare & Medicaid Innovation
(CMMI). MedStar and HSCRC agree to modify this Agreement, if necessary, to ensure that it is
consistent with the main provisions, objectives and requirements of the application that was filed with
CMMI in October 2013, and meets the requirements of the final contract between CMMI and the State of
Maryland.

The GBR Model assures hospitals that adopt it that they will receive an agreed-on amount of
revenue each year—i.e., the hospitals’ “Approved Regulated Revenue” (Approved Regulated Revenue)
under the GBR system-- regardless of the number of Maryland residents they treat and the amount of
services they deliver provided that they meet their obligations to serve the health care needs of their
communities in an efficient, high quality manner on an ongoing basis. The GBR model removes the
financial incentives that have encouraged hospitals to increase their volume of services and discouraged
them from reducing their levels of “Potentially Avoidable Utilization” (PAU) and marginal services. It
provides hospitals with much-needed flexibility to use their agreed-on global budgets to effectively
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VIIL. Possible Future Modifications in the GBR Model to Achieve Improved
Alignment of Incentives in the Health Care Delivery System

Under healthcare reform, a number of strategies are being considered to contain healthcare costs.
For example, primary care medical homes, Accountable Care Organizations, and the bundling of services
under single payment amounts are strategies that have been identified as possible ways to improve care
while aligning providers for the efficient delivery of healthcare services. Health care reform efforts are
progressing rapidly, and may produce environmental changes that warrant some modifications to this
Agreement. Therefore, the Hospital and the HSCRC staff agree to monitor such changes and to make
changes in this Agreement, on a mutually acceptable basis, as needed in the future to accommodate or to
comply with future developments that are mandated or permitted by law, regulation, or the final contract
between CMMI and the State of Maryland, including any subsequent amendments thereto.

IX.  Other Potential Modifications

A, Approved Regulated Revenue Modifications

Each Hospital may request a reevaluation of its Approved Regulated Revenue for any Rate Year
by submitting its request in writing to the HSCRC staff and including the supporting rationale and
documentation for its request to the HSCRC staff, The HSCRC staff will make a determination to
approve, modify, or deny the request of the Hospital under this agreement. When it deems necessary, the
staff will prepare a recommendation regarding the request, and the HSCRC will review the staff
recommendation and render a decision. Similarly, the HSCRC may open discussions with the Hospital
regarding modifications to the GBR constraint based on its ongoing review and monitoring of the
Hospital’s operations, performance, market share changes, and other factors. The HSCRC staff reserves
the right to modify the GBR constraint in accordance with the terms of this agreement.

B. Approved Regulated Revenue Modifications Related to CON Projects

MedStar, on behalf of a Hospital, may apply for and receive a “Certificate of Need” (CON)
approval to provide a new service or to undertake a major capital project. In such instances, the Hospital
may elect to petition the HSCRC staff for an associated adjustment to the Hospital's Approved Regulated
Revenue. The Hospital will be expected to demonstrate to the satisfaction of the HSCRC staff that it is
unable to provide the new service or to fund the major capital project within its existing revenue
constraints. Requests of this kind will be evaluated by the HSCRC staff on a case-by-case basis.
However, the Hospital must recognize that the new All-Payer Model that will be established in the final
contract between CMMI and the State of Maryland limits the total amount of hospital revenue that can be
approved within the State for any given period of time, and that this constraint will require any approvals
of additional revenue for individual hospitals to pass highly stringent tests of financial and clinical
necessity and to be funded by reductions in the revenue approved for other hospitals.
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The HSCRC staff will work with the relevant Work Group(s) and MHCC to develop and refine
policies that will appropriately address the financial issues raised by CON projects and other capital and
service expansions. The HSCRC staff will make recommendations to the HSCRC regarding any requests
from the Hospital for additional revenues for these reasons, when necessary.

X. Out-of-Area and Out-of-State Volumes and Revenues

Significant changes in out-of-state volumes and volumes from outside the Hospital’s PSA and
SSA have the potential to positively or negatively affect the success of the GBR model. In FY 201 3,
approximately three percent (3.%) of the Hospital’s total revenue came from non-Maryland residents.

[ Out of State —I

Hospital Revenue Percent

Franklin Square Hospital Center $6,462,841 1.4%
Union Memorial Hospital 15,744,419 3.9%
Harbor Hospital 4,643,236 2.3%
Good Samaritan Hospital 7,527,450 2.5%
Southern Maryland Hospital Center 18,103,089 7.2%
MedStar GBR Hospital Total $52,481,035 3.2%

Source: FY 2013 HSCRC abstract data

If this percentage changes materially during the term of this Agreement, the HSCRC staff and the
Hospital will evaluate the causes of the change to ensure that the goals and objectives of this Agreement,
the GBR model and the final contract between CMMI and the State of Maryland are not being
undermined by such changes.

XI. Readmissions, Quality and Reductions of Potentially Avoidable Utilization
("P AU”]

The new All-Payer Model that will be established in the final contract between CMMI and the
State of Maryland will include specific requirements for readmission reductions and quality
improvements. In addition, the success of the new model depends on the effectiveness of the Maryland
hospitals in achieving reductions in PAU in general and, in particular, for Medicare. By July 1, 2014, the
HSCRC staff will establish targets for reductions in PAU. The achievement of these targets will be tied to
payment in a way that is consistent with the Three Part Aim of improving care and reducing cost.
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Introduction

OnMay 19, 2017, McCready Memoria Hospital (the“Hospital”) submitted apartial rate application
to the Commission for a new Interventional Radiology/Cardiovascular (IRC) rate. The Hospital
requests the new rate as several CPT codes are being reallocated from the Radiology- Diagnostic to
the IRC rate center. The Hospital requests that the IRC rate be effective July 1, 2017.

Staff Evaluation

Based on Staff’s review, the IRC rate based on the Hospita’s projected data would $22.51 per
minute, while the statewide median to provide IRC servicesis $79.11 per minute.

Recommendation

After reviewing the Hospital’ s application, the staff recommends as follows:
1. That an IRC rate of $22.51 per minute be approved July 1, 2017;
2. That theRC rate center not berate realigned until afull year of cost datahas been reported to
the Commission; and

3. That no change be made to the Hospital’ s Global Budget Revenue for IRC services.
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I. INTRODUCTION

Johns Hopkins Health System (“ System”) filed an application with the HSCRC on May
30, 2017 on behalf of its member hospitals, Johns Hopkins Hospital, Johns Hopkins Bayview
Medical Center, and Howard County General Hospital (the “Hospitals’) for an alternative
method of rate determination, pursuant to COMAR 10.37.10.06. The System requests approval
from the HSCRC to participate in arevised global rate arrangement with the Priority Partners
Managed Care Organization. Inc., the Johns Hopkins Employer Health Programs, Inc., and the
Johns Hopkins Uniformed Services Family Health Plan. The System wishes to add Spine surgery
services to the currently approved Bariatric surgery services under this arrangement. The System

requests approval of the revised arrangement for a period of one year beginning August 1, 2017.

II. OVERVIEW OF APPLICATION

The contract will continue to be held and administered by Johns Hopkins HealthCare,
LLC ("JHHC"), which isasubsidiary 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.

ITII. FEE DEVELOPMENT

The hospital portion of the global rates was devel oped by calculating mean historical
charges for patients receiving the procedures for which global rates are to be paid. The remainder
of the global rate is comprised of physician service costs. Additional per diem payments were

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

IV. IDENTIFICATION ANDASSESSMENT OF RISK

The Hospitals will continue to submit billsto JHHC for all contracted and covered
services. JHHC isresponsible for billing the payer, collecting payments, disbursing paymentsto
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 |osses.

V. STAFF EVALUATION

Staff found that the experience for bariatric services have been favorable and believes
that the Hospitals can achieve afavorable experience under this arrangement for spine surgery

services.

VI. STAFF RECOMMENDATION

The staff recommends that the Commission approve the Hospitals' application for an
alternative method of rate determination for Bariatric and Spine Surgery Procedures for aone
year period commencing August 1, 2017. The Hospitals will need to file arenewal application
for review to be considered for continued participation.

Consistent with its policy paper regarding applications for aternative 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 Hospital s,
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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I. INTRODUCTION
On June 30, 2017, the Johns Hopkins Health System (“ System™) filed a renewal
application on behalf of its member hospitals Johns Hopkins Hospital and Johns Hopkins

Bayview Medical Center (the “Hospitals’) requesting approval from the HSCRC to continue to
participate in aglobal rate arrangement for cardiovascular, pancreas, bariatric surgery and joint
procedures with Quality Health Management. The Hospitals request that the Commission

approve the arrangement for one year effective August 1, 2017.

II. OVERVIEW OF APPLICATION
The contract will continue to be held and administered by Johns Hopkins HealthCare,
LLC ("JHHC"), which isasubsidiary of the System. JHHC will continue to 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.

III. 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. Additional per diem payments were
calculated for cases that exceed a specific length of stay outlier threshold.

IV. IDENTIFICATION AND ASSESSMENT OF RISK

The Hospitals will continue to submit billsto JHHC for al contracted and covered
services. JHHC isresponsible for billing the payer, collecting payment, 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 severa years, and that
JHHC is adequately capitalized to bear the risk of potential losses.

V. ST _AFF EVALUATION
Staff found that there was no activity under this arrangement for the last year. However,




staff believes that the Hospital s can achieve favorable performance under this arrangement.

VI. STAFF_RECOMMENDATION
The staff recommends that the Commission approve the Hospitals' application for an

aternative method of rate determination for cardiovascular, joint, pancreas, and bariatric surgery
procedures for one year beginning August 1, 2017. The Hospitals must file arenewal application
annually 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 will formalize the understanding between the Commission and the Hospitals, and
will 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, and 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.



Nexus Montgomery Presentation

Representatives from Nexus Montgomery will present materials at the
Commission meeting.
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EXECUTIVE SUMMARY

Nurse Support Program | (NSP I) Outcomes Evaluation FY 2013 to FY 2016 and
Recommendations for Future Funding

Transforming nursing, the single largest sector of the health care professions (more than 3
million registered nurses nationally and 70,000 in the state of Maryland®), will dramatically
impact the health care system in Maryland and nationally. Early on, the Maryland Health
Services Cost Review Commission (HSCRC) recognized the importance of nursing to the health
of the State. To that end, the HSCRC implemented the first phase of the Nurse Support Program
I (NSP 1) in June 2001 to address the short- and long-term issues of recruiting and retaining
nurses in Maryland hospitals. Since program implementation, approximately $131 million (fiscal
year [FY] 2001 through FY 2016) has been funded in rates to support the NSP 1.

In 2012, the NSP | program aims were aligned with the Institute of Medicine’s (IOM’s)?
recommendations in its Future of Nursing report and included the following:

1. Education and career advancement. This areaincludes initiatives that increase the
number of advance degree nurses preparing them as future leaders; recruitment and
retention of newly licensed nurses through nursing residency programs; and supporting
nursing students and experienced RNs re-entering the workforce after an extended leave.

2. Patient quality and satisfaction. This areaincludes lifelong learning initiatives such as
certification and continuing education which are linked to improved nursing competency
and better patient outcomes.

3. Advancing the practice of nursing. This areaincludes activities that advance the practice
of nursing, such as nurse-driven evidenced-based research; innovative organizational
structures for clinical nurses to have avoice in determining nursing practice, standards,
and quality of care; and American Nurses Credentialing Center’s Magnet® and Pathway
to Excellence programs demonstrating nursing excellence.

With these recommendations, came the devel opment of nursing and organizational metricsto
assess hospitals progress in achieving these program aims. This report contains analysis of
outcome datafor FY's 2013 to 2016 using the revised organizational metrics and a new secure,
web-based data collection tool. Program achievements and areas for continued monitoring and
improvement are highlighted below.

1 The Henry J. Kaiser Family Foundation. Total Number Of Professionally Active Nurse. Published April 2017.
http: //kff.or g/other/state-indi cator/total -r egister ed-nur ses/?current Timeframe Accessed May 7, 2017.

210M (Ingtitute of Medicine). The Future Of Nursing: Leading Change, Advancing Health. Washington, DC: The
National Academies Press; 2010.




NSP I Achievements in FYS 2013 to 2016

More than 5,800 newly licensed RNs participated in nurse residency programs supported
by NSP|. Voluntary turnover rates were reduced upwards of 10 percentage points,
resulting in cost savings of $17.6 million.

Reduced turnover rates by 12 percentage points among RNs participating in orientation
programs for hard-to-fill positions such as the emergency department.

More than 500 RNs graduated with advanced nursing degrees, increasing the pool of
BSN, masters and doctoral prepared RNSs.

Financial support for nursing students increased by almost fourfold. Almost 300 new
RNs were added to the workforce and student nurse attrition was reduced by six (6)
percentage points over the four years.

Increased professional and technical certification by more than eight (8) to upwards of 19
percentage points over the four years. Additionally, amost 4,000 RNs obtained initial
technical or recertification in FY's 2015 & 2016.

Nine hospitals attained or maintained Magnet® or Pathway to Excellence designation.
Another 17 hospitals reported pursuing nursing excellence designation.

Reduced vacancy rates by four (4) percentage points over the four years.

Increased new hire RN retention rates by 10 percentage points from 76 percent in FY's
2013 & 2014 to more than 86 percent in FY's 2015 & 2016.

Cost savings of more than $23 million in agency RN usage, reduced full-time equivalents
(FTEs) from 1,004 to 854 RN agency between FY 2015 and 2016.

Areas for Continued Monitoring and Improvement

Improve hospital reporting of individual NSP | program expenditures, and increase
reliability and accuracy of hospital outcome data.

Monitor orientation programs turnover data of newly licensed and experienced registered
nurses working in areas of critical need (such as emergency departments, critical care,
women and infants, and perioperative care).

Determine the demand in Maryland for nursing transition (refresher) programs that
enables registered nurses to re-enter the profession.

Monitor trends in nurse recruitment and retention rates, as well as, agency nurse usage.



Future Recommendations

e Align NSP with future hospital-based RN workforce requirements by broadening the
NSP goal from recruiting and retaining hospital bedside RNs to recruiting and retaining
hospital-based RNS.

e Redefine categories eligible for funding, such as transition into practice for new licensed
RNs and into specialty practice for experienced RNs, nursing student programs, and the
addition of anew program aim focused on developing nursing leaders.

e Explicitly define categories of initiatives that are not eligible for funding.

e Establish NSP | Advisory Board to make recommendations, monitor hospital programs,
and their associated outcomes.

¢ Revise budget forms to align with the outcomes data collection tool.

e Develop and implement a data reporting and analytic system that will allow quarterly or
semi-annual submission of datato improve accuracy and ease of analysis.



EXECUTIVE BRIEF

Nurse Support Program I (NSP I) Outcomes Evaluation FY 2013 to FY 2016 and
Recommendations for Future Funding

Introduction

This report summarizes the Nurse Support Program | (NSP 1) hospital activities and outcomes
for fiscal years (FY's) 2013 to 2016 and presents recommendations for the next phase of the NSP
| for FY's 2018 through 2022.

Background

The Maryland Health Services Cost Review Commission (HSCRC) instituted a nursing
education support program in response to forecasts of significant short and long-term shortages
of registered nurses (RNs) in the state of Maryland and nationally. To abate these severe and
cyclical nursing shortages in 1986, the HSCRC implemented the Nurse Education Support
Program (NESP), which focused on supporting college and hospital-based training of RNs and
licensed practical nurses (LPNS).

After consecutive years of economic growth in the national economy in the late 1990s and early
2000s, new forecasts of nursing shortages again spurred the HSCRC into action, and NSP | was
implemented. The intent of this five-year, non-competitive grant program was to increase the
number of bedside hospital nurses through retention and recruitment activities. Annually,
hospitals have been eligible to receive the lesser of their budget request or up to 0.1 percent of
the hospital's gross patient revenue. The grant funds were provided through hospital rate
adjustments and were used  for approved projects that meet the goals of the NSP I. Sinceiits
inception in 2001, hospitals have taken significant action to successfully grow and sustain the
state’s hospital RN workforce.

To that end, NSP | has been renewed twice since 2001, at approximately five-year intervas, to
ensure the continuation of hospital initiatives to grow the nursing workforce and advance the
profession. Asthe NSP | approached its second renewal in 2013, HSCRC staff conducted an in-
depth program evaluation with its stakehol ders. Findings demonstrated that the Maryland
hospital RN workforce grew significantly between FY 2007 and 2011, between 15 percent to
more than 25 percent (as reported by 11 hospitals). Although difficult to measure the direct
impact of NSP | funds, nurse leaders attributed much of the growth and retention of bedside
hospital RNstothe NSP 1.

As the economy improved following the economic downturn in 2008, impending shortages were
projected despite the increases in supply that strengthened and stabilized the RN workforce. The
growing number of health care consumers—many with chronic diseases—coupled with the
aging of the population, has contributed to an ever-increasing demand for health care services.
The Health Resources and Services Administration (HRSA) predicted that Maryland would be
one of 16 states to experience a nursing shortage, while the nation as awhole would have amild
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surplus®. Based on the successes the program achieved in increasing the nurse workforce,
coupled with the impending trends, the HSCRC supported the renewal of the NSP | for an
additional five yearsfrom FY 2013 to FY 2018. Similar to its previous renewal, significant
changes were made to the program based on an environmental scan of the healthcare landscape.

Unprecedented changes like the Affordable Care Act, the Quadruple Aim?, and the Institute of
Medicine’s (IOM’s) Future of Nursing Report® reshaped the health care landscape. With the
changes in payment models, health care access, along with emphasis on better quality, safety,
and patient experience came the recognition that the role of professional nurses also must
change.

Accordingly, the NSP | aims were aligned with the IOM Future of Nursing report, which
included recommendations to better prepare the future hospital RN workforce in Maryland.
Below are the recommended NSP | categories and hospital initiatives to achieve the eight (8)
IOM key recommendations for transforming the nursing workforce.

Education and career advancement. This areaincludes initiatives that support newly licensed or
experienced RNs as they transition into practice or to new practice environments (i.e., nursing
residency programs) and increase the number of new and advanced degree nurses (tuition
assistance). Examples of initiatives include:

. Nurse residency program

. Orientation for critical need areas (i.e., emergency department)
. Transitional (nurse refresher) program

. RN tuition assistance

. Nursing student tuition assistance

Patient quality and satisfaction. This areaincludes efforts that can demonstrate the link between
improved nursing competency and better patient outcomes (certification). It also includes
activities that develop nurses as lifelong learners and prepares them as leaders (continuing
education). Examples include:

3 U.S. Department of Health and Human Services, Health Resources and Services Administration, National Center
for Health Workforce Analysis. The Future of the Nursing Workforce: National- and State-Level Projections, 2012-
2025. Rockville, Maryland, 2014.

http://bhw.hrsa.gov/heal thworkforce/supplydemand/nursing/workforceproj ections/nursingproject ions.pdf May 26,
2017

4 The Quadruple Aim includes the original Triple Aim components (enhancing patient experience, improving
population health and reducing costs) and adding the goal of improving the work life of health providers, including
clinicians and staff .

Bodenheimer, T. & Sinsky, C. From Triple To Quadruple Aim: Care Of The Patient Requires Care Of The Provider.
Annals of Family Medicine. 2014; 12(6): 573-576.

510M (Ingtitute of Medicine). The Future Of Nursing: Leading Change, Advancing Health. Washington, DC: The
National Academies Press; 2010.



. RN professional certification
. RN technical certification
. RN continuing education

Advancing the practice of nursing. This areaincludes activities that advance the practice of
nursing; provide clinical nurses with avoice in determining nursing practice, standards, and
quality of care; and participation in national programs demonstrating nursing excellence.
Examples of these activities include:

. Nursing excellence (Magnet® or Pathway to Excellence® designation)
. Shared governance model
. Evidence-based practice, quality improvement, and/or research projects

The HSCRC, with stakeholder input, developed nursing and organizational metrics to assess
hospitals’ progressin achieving the program aims. This report shares the most recent outcome
data collected from hospitals participating in the NSP | from FY 2013 through FY 2016. This
report discusses the continued growth of nurses as health care professionals and their impact on
the health care delivery system in Maryland, as well as areas of continued improvement needed
in optimizing the use of NSP | funds.

Data Collection Process

In 2013, nurse and hospital leaders with HSCRC staff revised the annual report to include
standardized outcome metrics that addressed the varied programs for each of the three newly
proposed program aims. For consistency, outcome metrics were operationalized using nationally
accepted definitions. Unlike previous reports, the newly revised report also contained a financial
section requesting hospitals to report actual expenditures (administrative and project costs) for
each of the programs supported by the NSP I. A secure, web-based data collection tool was used
for ease of data entry and accuracy.

The revised annual report consists of three sections: an end-of-year financial report, hospital
program outcome metrics, and overall hospital metrics, such as vacancy and turnover data. In
Section I, NSP | coordinators report their hospital’ s actual expenditures, including administrative
and project costs. Additionally, respondents report individual program expenditures for each of
the program supported by the NSP I. In Section |1, hospitals report outcome metrics for each
program. For example, if the hospital invests NSP | funds in a nurse residency program,
professional RN certification, tuition assistance, and Magnet® activities, the hospital must report
outcome metrics associated with each of those programs. Section |11 collects standardized
metrics about RN recruitment, retention, and vacancy rates, as well as hospital use of agency
RNs. HSCRC require hospitals to compl ete the online annual report and submit actual
expenditures for each fiscal year.

In 2015, the data collection tool was revised due to numerous reporting errorsin the two
previous fiscal years. Changes included streamlining questions, clarifying written instructions,



and providing an operational definition reference guide. Further, an educational webinar for NSP
coordinators was provided to improve data entry and reporting accuracy.

Hospital Reporting

In 2013, 47 of the 50 (94 percent),eligible Maryland hospitals submitted the required data
collection tool and end-of-year expense report Many of the submitted reports contained large
amounts of missing data. Of the 47 hospitals that submitted reports, only 45 were included in the
final analysis due to incomplete data entry. In 2014, 46 hospitals (96 percent) out of the 50
eligible hospitals submitted reports. Again, one survey was excluded from the final analysis due
to incomplete data entry. For FY's 2015 and 2016 all of the eligible hospitals (48 due to hospital
mergers) submitted completed reports.

Programs Supported Through the NSP I

More than $67 million of NSP | funds were invested in RNs at participating hospitals between
FYs 2013 and 2016. A comparison of actual project, administrative, and total expenditures for
the four years revealed that administrative expenses increased from 50 percent of total expenses
in FY's 2013 and 2014 to 57 percent in FY s 2015 and 2016. During the four years, hospitals most
frequently spent funds on programs supporting Education and Career Advancement (Figure 1).
An analysis of spending by individual programs found more than 40 percent of NSP | funds were
invested in nurse residency and orientation programs (Figure 2). With the advent of the Global
Budget Revenue (GBR) payment methodology, funding by hospitals for quality improvement,
evidence-based practice, and research programs substantially increased from four (4) percent of
total expended dollars in the previous years to more than 13 percent in FY's 2015 and 2016.
Correspondingly, the amounts allocated to nursing excellence programs decreased. Although the
percentage of total funds for tuition assistance declined in the last two years, amount of tuition
assi stance supporting nursing students doubled from less than $500,000 in FY 2015 to amost
one millionin FY 2016. The increased interest by hospitals for nursing students may suggest
concerns about older RNs leaving the workforce and potential of RN nursing workforce shortage
in Maryland.

When comparing reported program expenditures (i.e., the sum of individual program expenses)
with the reported total expendituresin FY's 2013 and 2014, staff found an unexplained variance
of 30 percent. NSP | coordinators attributed the variance to misunderstanding the question, lack
of knowledge of NSP | expenditures, inadquate assistance from financial officers, and not
reporting funds for programs that appeared not to fit into one of the listed categories.

To improve reporting of program expensesin FY 2015, an explaination of funding for the
“Other” category was required. Additionally, extensive education was provided to NSP |
coordinators to improve the reporting of end-of-the-year expenses. Although expense reporting
substantially improved and no unexplained variances were found, the amount of expenses
reported in the “Other” category was still concerning. More than 20 hospitals cited the use of
funds for programs outside the recommended categories, accounting for more than 13 percent of
NSP | expenditures.



Figure 1: Percent of NSP I Funds Invested in Future of Nursing Program Aims,

FYs 2013 - 2016
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Figure 2: NSP I Top Funding Categories, FYs 2013 - 2016
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Impact of the GBR on Hospital Nursing Workforce

In the FY 2015 and 2016 reports, NSP | Coordinators were asked about the impact of the GBR
that was instituted with most Maryland hospitals by June 2014 and the responses varied widely.
Several hospitals indicated that the impact had been positive, for instance, providing
opportunities for investmentsin training for nursesin care management and transition strategies,
and incorporating patient educators and quality advisors as resources to the nursing staff. One
hospital has used the shared governance model to engage the nursing staff in budget stewardship,
utilization of supplies, and development of creative quality improvements at the bedside; thereby
decreasing costs and improving population health demands. Another hospital had implemented
innovative staffing models to address declines in inpatient admissions, such as crossing training
for nurses in ICU, step-down and Telemedicine units and staggering shifts.

However, not all the feedback was positive. Many coordinators sited the GBR as the reason for
turnover among experienced nurses due to stagnant wages that are not competitive with non-
hospital facilities and the increased workload of monitoring quality measures. The increase in the
acuity of the patients, coupled with the shrinking inpatient nursing staff, has put a significant
burden on the remaining nurses, decreasing overall job satisfaction. Several responses indicated
challenges in recruitment and retention of nursing staff. There is an increased focus on efficient
spending, and nursing leaders have to be fiscally responsible with resources, at the expense of
investing in their nursing workforce. Several coordinators reported declines in opportunities for
nurses to engage in non-patient care activities such as research, safety and evidence-based
practice (EBP) because of budgetary constraints.

These responses highlight the need for continued funding of the NSP |, which provides an
additional resource for investing in the nurse workforce. One coordinator responded, “If it
<wasn't> for the NSP grant, many of our programs would have been discontinued.” As described
in the following section, NSP | funds has allowed hospitals to invest in residency and other
programs that has attracted highly motivated and educated nurses to Maryland hospitals.

Summary of NSP I Achievements

The goal of NSP | isto increase the number of bedside nursesin Maryland through retention and
recruitment activities. As described in previous renewal reports, Maryland hospitals continue to
meet and exceed the goals of NSP. Hospitals attribute NSP | to its successes in retaining newly
licensed RNs, advancing nursing education and certification, improving use of evidence-based
practices, attaining recognition for nursing excellence, and improving RN retention. As written
by one hospital, “The NSP program allows our hospital to provide the nurse residency program,
continuing education for our nurses and assistance in preparing for the pediatric certification
exam. Without funding, our small education department would be overwhelmed trying to meet
the needs of the nursing department.”

11



Increasing Bedside Nurses through RN Transition into Practice Programs

The concept of nurse residency programs emerged to prevent newly licensed RNs from leaving
their employer or the profession entirely. Nurse residency programs improve the organization,
management, communication, and clinical skills, aswell as retention of newly licensed RNs, and
reduce hospital costs associated with attrition®. Unlike other professionsin medicine, transition
programs (referred to as residencies) have not been mandated by the nursing profession to
integrate new graduates into the workplace. Maryland is recognized nationally as aleader in the
nurse residency program; having one of the only statewide collaborative models with more than
20 participating hospitals and financial support through the NSP 1.

Approximately half of the responding hospitalsinvested NSP | funds into nurse residency
programs (NRP) over the four years. Hospitals were able to fund program coordinators and
instructors; nurse residents’ or other staff salaries that facilitate resident attendance; and program
expenses such as educational materials. More than 5,800 newly licensed RNs participated in
nurse residency programs supported by NSP I. Voluntary turnover rates were reduced upwards
of 10 percentage points in hospitals offering a NRP, compared to hospitals not offering NRPs
(Figure 3). Cost savings due to decreased attrition (cost to recruit and retain areplacement RN) is
estimated at $88,000 per RN’. A 10 percent (200 RNs) reduction in turnover rates equates to an
annual statewide cost saving of $17.6 million by hospitals investing in residency programs. This
program alone demonstrates the far-reaching impact NSP | has had on bedside hospital nurse
retention.

Comparing hospital hiring practices for baccal aureate-prepared (BSN) and associates degree
(AD) RNs, hospitals offering one-year nurse residency programs preferred hiring BSN nurses. In
fact, BSNswere almost twice as likely to be hired compared to their AD counterparts, whereas,
hospitals with no residency program are more likely to hire AD RNs. The hospitals offering no
residency program are also more likely to be smaller and more rural.

6 National Academies of Sciences, Engineering and Medicine. Assessing Progress on the Institute of Medicine
Report The Future of Nursing. Washington, DC: The National Academies Press; 2015.

http://www.national academi es.org/hmd/Reports/2015/A ssessi ng-Progress-on-the-1OM-Report- The-Future-of -
Nursing.aspx. Accessed May 26, 2017.

7 Jones, C. B. Revisiting Nurse Turnover Costs: Adjusting For Inflation. JONA. 2008; 38(1): 11-18.
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Figure 3: Comparison of 1-Year Nurse Residency and No Nurse Residency Program
Voluntary Turnover Rates, FY 2015 vs 2016
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Decreasing Turnover Rates for Hard-to-Fill Critical Need Positions

Nationally, nurse leaders are struggling with transitioning newly licensed RNs and experienced
RNs to hard-to-fill specialty clinical roles and critical leadership roles. Areas of greatest need for
RNsin Maryland are the Emergency Department, adult critical care/intermediate care,
perioperative, women and infant health, and medical-surgical speciaties. Maryland hospital
workforce data, collected from hospital Chief Nursing Officers, also identified nurse manager,
director, and nursing professional development practitioner (hospital-based nurse educator) as
difficult rolesto fill®. Furthermore, respondents cited a need for experienced clinical bedside
NUIrses.

Over the four years, about half of the hospitals reported using NSP | funds to support the
implementation of orientation programs for hard-to-fill positions. But unlike nurse residency
programs, poorly reported outcome metrics associated with the orientation programs make it
difficult to examine the impact of these funds. As discussed in the HSCRC NSP | interim

8 Daw, P. & Warren, J. |. Transforming the Future Nursing Workforce: Innovative Statewide Opportunities. Podium
presentation at the Maryland Nurses Association 113th Annual Convention “Every Nurse A Leader” Conference
Center At The Maritime Ingtitute Linthicum Heights, MD October 13-14, 2016
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outcome eval uation report® that was presented to the Commission in February, a 25 percentage
points increase in turnover rates were reported for nurses participating in orientation programs
between FY's 2013 and 2014. Further analysis and discussions with NSP | coordinators indicate
the turnover data may have been overstated. For the final analysis, inaccurate data were removed
and the turnover rates declined from a high of 20 percent in 2014 to 8 percent in 2016 (Figure 4).
Despite the issues with the data, this downward trend suggests orientation programs are
positively impacting hard-to-fill RN turnover rates.

Figure 4: Orientation Program Turnover Rates
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Preparing a Highly Educated RN Workforce

Demands for new and expanded RN roles to provide care across the health care continuum, as
well as, shortages of RNs as primary care providers, faculty, and researchers has made it
imperative for RNs to achieve higher levels of education. Strong research evidence has linked
lower mortality rates, fewer medication errors, and positive outcomes to nurses prepared at the
baccal aureate and graduate degree levelst’. Quality patient care hinges on awell-educated,

9 Health Services Cost Review Commission. Nurse Support Program | Outcomes Evaluation FY 2013-2014 and
Recommendations for the Future, February 8 2017; http://www.Hscrc.State.Md.Us/Documents/Commission-
Meeting/2017/02/HSCRC-Public-CM -Pre-M eeting-Packet-2017-02-02.Pdf. 2017. Web. Apr. 30 2017.

10 American Association of Colleges of Nurses. Creating a More Highly Qualified Nursing Workforce.
http://www.aacn.nche.edu/media-rel ations/fact-sheets/nursing-workforce. 26 May 2017.
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highly functioning, motivated nursing workforce. The IOM Future of Nursing report called for
80 percent of RNs to hold a BSN degree by 2020 and a doubling of doctoral-prepared RNs.!

Through NSP |, the pool of BSN, master’ s degree and doctoral RNsin Maryland hospitals has
substantially increased over the past 10 years of reporting. Between FY's 2007 and 2012, about
25 hospitals invested $8.5 million in tuition assistance supporting approximately 800 RNs.
Similarly, between FY 2013 and 2016 18 to 22 hospitals invested more than $6.7 million in
tuition assistance, allowing 2,300 RNsto obtain financial assistance towards advanced nursing
degrees. Of those nurses receiving assistance in the last four years, approximately 522 graduated
from nursing programs (74 percent with BSNs and 22 percent with MS/MSNs). Additionally,
two RNs graduated with doctoral degrees in nursing. Furthermore, the student attrition rate held
steady between 2 and 4 percent during this period.

These successes may be partialy attributed to the synergistic effects of the NSP | and |1
programs. NSP |1 grants have funded programs for RNs to easily transition into BSN, MS/MSN,
and doctoral programs. For example, NSP Il programs that are helping to facilitate this
movement are the newly-funded Associate-to-Bachelor's nursing programs that facilitate duel
enrollment in an AD nursing program at a community college and the BSN degree at a partner
nursing school. Another NSP I program uses shared resources among hospital and schools of
nursing to increase the pool of nurse clinical instructors, while advancing the numbers of
masters-prepared RNs in the hospitals. The program, initially funded in FY 2006, has grown
from the 2 hospitals to 18 hospitals participating in FY 2016.

I ncreasing the Nursing Pipeline

Between FY's 2013 and 2016, financia support for nursing students by hospitals increased
almost fourfold and added 282 new RNs to the workforce. Anecdotally, hospitals reported using
NSP | funds beyond the traditional tuition assistance. Hospitals paid wages for student time
while attending classes, stipends for incidentals such as textbooks and fees, and supported
hospital-based externship and internship programs. More than half (282) of the approximately
524 nursing students funded through NSP | graduated from their basic licensure programs. Of
those graduating, approximately 59 completed associate degree programs, 185 compl eted
baccal aureate degree programs and 36 completed generic master’ s degree programs'? Student
attrition rates fell by 6 percentage points, from 7 percent to less than 1 percent over the four
years. Hiring practices remained constant or slightly increased suggesting hospitals are hiring
more new graduates to fill positions being vacated by older counterparts as they start to exit the
workforce with the improving economy.

1 10M (Ingtitute of Medicine). Future Directions of Credentialing Research in Nursing: Workshop Summary.
Washington, DC: The National Academies Press, 2015.
2 Data by degree type was not reported for all new nursing graduates by hospitals
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Advancing Lifelong Learning through RN Certification and Continuing Education

As described in the previous 5-year renewal report, Maryland hospitals continue to encourage
RNs to obtain specialty and technical certification and participate in continuing education
classes. Certified nurses can positively impact their workplace, peers, and patients'>. Hospitals
employing certified wound care nurses were found to have better RN pressure ulcer assessment
and prevention practices and lower rates of pressure ulcers'®. Approximately 2,800 RNs
completed certifications between FY s 2007 and 2012. Hospitals reported increases upwards of
19 percentage points for the most recent four years. In addition, almost 4,000 RNs obtained
initial technical or recertification in FY 2015 & 2016. RNs obtained certification in multiple
specialty nursing areas; ranging from medical-surgical to women'’s health, wound care, and nurse
executive certifications.

Figure 5: NSP I Top Internal & External Continuing Education Categories
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Provision of ongoing continuing education is another method to foster lifelong learning. Almost
half of the hospitals over the course of the four years reported the use of NSP | to support
continuing education programs for RNs. More than 9,000 RNs attended educational programs
focused on topics associated with goals of the quadruple aim (better quality, better health, lower

1310M (Ingtitute of Medicine). Future Directions Of Credentialing Research In Nursing: Workshop Summary.
Washington, DC: The National Academies Press, 2015.

4 Boyle, D. K., Bergquist-Beringer, S. & Cramer, E. Relationship of Wound, Ostomy, and Continence

Certified Nurses and Healthcare-Acquired Conditions in Acute Care Hospitals. J Wound Ostomy Continence Nurs.
2017; 44(3):283-292. DOI: 10.1097/WON.0000000000000327
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cost, and healthier workforce). Quality and patient safety classes comprised more than 50 percent
of the educational offerings (Figure 5).

Advancing the Practice of Nursing

Eight (8) hospitalsin Maryland have successfully achieved Magnet® and one has achieved
Pathway to Excellence® designation with funding from the NSP I. Of those hospitals, six were
re-designated as Magnet® hospitalsin FY 2013 and 2014 and one in 2016. Seventeen hospitals
are pursuing either Magnet® or Pathway to Excellence® designation, up from 13 in 2014.
Magnet designated hospitals with the initial and re-designation dates are listed below.

e AnneArundel Medical Center (2014)

e Mercy Medica Center (2011, 2016)

e Sinai Hospital of Baltimore (2008; 2013)

e MedStar Franklin Square Medical Center (2008; 2013)
e Johns Hopkins Hospital (2003; 2008; 2013)

e University of Maryland Medical Center (2009; 2014)

e UM Shore Medica Center at Easton (2009; 2014)

e UM Shore Medical Center at Dorchester (2009; 2014)

Pathway to Excellence
e Union Hospital of Cecil County (2016)
Advancing Nursing Science

The NSP | supports research studies, evidence-based practice (EBP), or quality improvement
(QI) projects to build the science of nursing and improve patient care outcomes. The numbers of
hospitals involved in QI, EBP, or research studies grew from fivein 2013 to 12 in 2016 and
expended funds increased almost seven-fold. Funding supported nurse residents and RN teamsin
conducting QI/EBP projects, such as early mobilization programs, pressure ulcer reduction, and
early warning systems for sepsis. A project conducted by one hospital to improve identification
of multiple birth babies was implemented throughout its healthcare system as a best practice.

I mproving Hospital Vacancy & Turnover Rates While Reducing RN Agency Costs

Vacancy rates decreased by four percentage points and new hire RN retention rates increased by
10 percentage points between FY's 2013 and 2016 (Figure 6). Correspondingly, hospital use of
agency RNsdeclined by 150 FTEs (FY's 2015 to 2016) equating to a cost savings of more than
$23 million.
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Figure 6: Hospital Vacancy & Turnover FY 2013-2016
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Recommendations for the NSP I for FY 2018 - 2022

The future growth of the national nursing workforce (RNs per capita) is projected to vary
significantly; ranging from zero growth in New England to 40 percent growth in the West,
South, and Central Regions. Growth forecasts for the Mid-Atlantic Region suggest less than 10
percent growth in RN FTES and only eight (8) percent growth in RN FTEs per capita. Unlike
other fast growing regionsin the nation with a projected surplus of nurses, Maryland is projected
to be one of the slowest growth regions and projected to have workforce shortfall by 2030%°. A
5-year continuation of NSP | is recommended to prevent the projected workforce shortage of
nurses. The HSCRC' s investment in nursing practice and education is as timely and relevant
today asit was decades ago. Transforming nursing in Maryland will, by virtue of the sheer
numbers in hospitals, have far-reaching statewide effects on the quality and safety of the state’s
hospitals.

To ensure continuous program improvement, the following programmatic changes are
recommended.

15 Aurbach, D. I., Buerhaus, P. 1., & Staiger, D. O. How Fast will the Registered Nurse Workforce Grow Through
20307 Projections in Nine Regions of the Country. Nursing Outlook, 2017, 65 (1), 116-122. DOI:
http://dx.doi.org/10.1016/j.outl 0ok.2016.07.004
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Recommendation 1. Broaden the NSP goal to include all hospital-based RNs.

As hedlth care transitions from a focus on episodic, acute care to population health, new health
care models and delivery systems are being introduced to provide high-quality, patient-centered
care across the care continuum. Global and national trends are calling for nurse leaders to
prepare staff for new and expanding roles that come with new competencies for nurses.
Initiatives that expand and encourage partnerships between academic and hospital nurse leaders
to prepare nurses for present and future roles and produce the nurse with the right skill setsto
meet new care delivery model s’'workforce requirements in Maryland should continue to be
promulgated by NSP | and I1.

Recommendation 2: Redefine categoriesfor eligible funding.

A well-educated nursing workforce is fundamental to transforming the nursing profession and
will address the increasing demand for safe, high-quality, and effective health care services.
Bedside RNs are being asked to rapidly transition from afocus on discharge planning to another
setting, to providing continuity of care across the health care continuum. With the new health
care demands, nurses will have new innovative roles and acquire new skill sets, including the
need for strong leadership skills. Future RNswill need to fill avariety of leadership roles from
the bedside to the C-suite. It is recommended that a new leadership category is added to the NSP
| initiatives and many of the current programs are redefined to keep up with projected health care
trends.

Further, the current quality and retention rates of transition to specialty practice programs, such
asto the emergency department, are problematic. Continued investment in practice transition
programs and recording of outcome metrics are required to determine their effectivenessin
retaining RNs.

Finally, new options for hospital-based nursing student programs, such as externships and
internships, need to be made available to increase the nursing pipeline. As the economy improves
and older RNs exit the workforce, significant geographical shortages of health care providers and
nurses are projected. It is also recommended that innovative academic-practice model s that
maximize the capacity for the preparation of new RNs continue to be funded through NSP | and
NSP 1.

Recommendation 3: Establish NSP | Advisory Board.

HSCRC staff have continuously improved processes for NSP |. However, greater ownership and
oversight is required by hospital |eaders to strengthen and improve NSP I. An Advisory Board,
consisting of key stakeholders, is recommended to advise HSCRC staff about programmatic
improvements, monitor hospital programs for alignment with the NSP | goal, and evauate
outcome metrics and make recommendations.
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Recommendation 4. Establish categories of initiatives not eligible for funding.

From thisanalysis, it is evident many hospitals are not using NSP | funds as intended. Program
guidelines to include a comprehensive list of approved programs are recommended, as well as,
mandatory hospital education about the NSP program. A formal review process of hospital
program applications by an Advisory Board should lessen thisissue.

Recommendation 5: Revise formsto align with the data collection tool.

Hospital respondents expressed confusion about the reporting forms which they believed
contributed to problems with reporting data accurately. It is recommended that forms be
reviewed and revised as needed, guidelines developed, and education provided to hospitals prior
to the next funding cycle.

Recommendation 6: Develop and implement a new data reporting and analytic tool.

This analysisidentified the need for hospitals to improve the reporting of organizational metrics.
HSCRC staff met with NSP | coordinators to discuss issues with reporting and methods to
improve their ability to provide reliable and accurate data. Although staff developed a complete
instructional guide, added and revised operational definitions, and offered a live educational
webinar (which was recorded for later viewing) to NSP | coordinators, issues persisted. New
online systems allowing for real-time data entry are recommended to improve accuracy of data.
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Recommendations for the Uncompensated Care Policy for RY 2018

INTRODUCTION

Uncompensated care (UCC) refers to care provided for which compensation is not received. This
may include a combination of bad debt and charity care.! Since it first began setting rates, the
Maryland Health Services Cost Review Commission (HSCRC or Commission) has recognized
the cost of UCC within Maryland’ s unique hospital rate-setting system. As aresult, patients who
cannot pay for care are still able to access hospital services, and hospitals are credited for a
reasonable level of UCC provided to those patients. Under the current HSCRC policy, UCC is
funded by a statewide pooling system in which regulated Maryland hospitals draw funds from
the pool if they experience a greater-than-average level of UCC and pay into the pool if they
experience aless-than-average level of UCC. This ensures that the cost of UCC is shared equally
across all of the hospitals within the system.

The HSCRC determines the total amount of UCC that will be placed in hospital rates for each
year and the amount of funding that will be made available for the UCC pool. Additionally, the
Commission approves the methodology for distributing these funds among hospitals. The
purpose of this report isto provide background information on the UCC policy and to make
recommendations for the UCC pool and methodology for rate year (RY) 2018. The UCC amount
to be built into rates for Maryland hospitalsis 4.51 percent for RY 2018.

BACKGROUND
Overview of Maryland’s Uncompensated Care Policy

Historical Methodology

Traditionally, the HSCRC prospectively calculated the rate of UCC at each regulated Maryland
hospital by combining historical UCC rates with predictions from aregression model.? The
HSCRC builds a statewide pool into the rate structure for Maryland hospitals, and hospitals
either pay into or withdraw from the pool, depending on each hospital’ s prospectively calcul ated
UCC rate. Each year, the total amount of funds available in the pool is determined by the total
percentage of gross patient revenue that was not compensated in regulated Maryland hospitals
during the previous year. For example, if the actual total cost of UCC was 6 percent in 2015,
then the 2016 pool would be prospectively set at 6 percent of the 2016 gross patient revenue.

Impact of the Affordable Care Ace

A primary goal of the Affordable Care Act (ACA) was to expand coverage to uninsured or
underinsured individuals. Under these reforms, Maryland expanded Medicaid coverage to

! COMAR 10.37.10.01K
2 A regression isa general statistical technique for determining how much of a change in an output amount is likely
to result from changes in measures of multiple inputs.
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individuals with income up to 138 percent of the federal poverty level (FPL). The Medicaid
expansion included the extension of full Medicaid benefits to people previously enrolled in the
Primary Adult Care (PAC) program. The PAC program offered limited health care coverage to
adults aged 19 to 64 years with incomes up to 116 percent of the FPL who were ineligible for
Medicaid. PAC covered such services as primary care, family planning, prescriptions, mental
health care and addiction services, and outpatient hospital emergency department (ED) services.
However, PAC did not reimburse hospitals for inpatient or outpatient care beyond the ED. PAC
enrollees were transitioned into full Medicaid benefits—including hospital inpatient and
outpatient care - starting January 1, 2014. The Medicaid expansion also included individuals
with incomes up to 138 percent of the FPL who were not previously enrolled in PAC. In addition
to the ACA Medicaid expansion, many individuals newly purchased health insurance coverage
through the Maryland Health Benefit Exchange (MHBE). Counting both individuals who
obtained Medicaid coverage and those who selected a private health plan through the MHBE,
more than 475,380 Marylanders enrolled in coverage through February 2017. Thisincluded
about 299,743 new Medicaid enrollees and 157,637 MHBE enrollees. HSCRC staff has focused
efforts on how the new categories of Medicaid enrollees covered through the ACA expansion
affected UCC. The following sections summarize the UCC updates for each year after the ACA
coverage expansions.

Updates for RY 2015

Because of the ACA coverage expansion described above, the HSCRC prospectively reduced
UCC for RY 2015 to incorporate expected declines in UCC due to the implementation of the
ACA on January 1, 2014. HSCRC staff estimated total unpaid hospital charges for the PAC
population in the pre-ACA period by linking HSCRC discharge abstract data (case-mix data) and
Medicaid PAC dligibility files using a patient-id matching algorithm available through the
Chesapeake Regional Information System for Our Patients (CRISP). Based on the estimates
from the analysis of historical hospital data, the HSCRC reduced the statewide UCC pool
assessment from 7.23 percent to 6.14 percent to reflect the impact of ACA in thefirst year.

Hospital-specific adjustments combined the two-year historic trend and regression model and
subtracted their estimated write-off amounts for the PAC population. The annual UCC
percentage for each hospital was weighted equally (50/50) between the two-year average and the
predicted regression value as shown in the formula bel ow.

Average Uncompensated Care Rate for Past 2 Years + Regression Value

2
— Estimated UCC % for PAC Population
= Annual Uncompensated Care Percentage

Once the annual UCC percentages were calculated for each hospital, they were adjusted so that
the pooling system would remain revenue neutral.

In addition to prospective reductions for the PAC population, the HSCRC updated the regression
model used to determine the RY 2015 predicted UCC percentage for each hospital based on
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analysis of fiscal year (FY) 2013 and FY 2014 data. Asin previous years, the primary payer and
type of service (inpatient, outpatient, or ED) variables were strong predictors of UCC rates. A
new variable was added to the regression model to reflect trendsin UCC for undocumented
immigrants who lack insurance coverage. Since reliable information is not available through the
Census Bureau or other sources, zip codes where Medicaid provided emergency coverage for
undocumented immigrants were used as a proxy to measure the influence of this specific
population.® The final regression mode! relied upon the following five explanatory variables:

e The proportion of a hospital’s total charges from inpatient Medicaid admissions through
the ED

e The proportion of a hospital’s total charges from inpatient commercial insurance cases
e The proportion of ahospital’stotal charges from inpatient self-pay and charity cases
e The proportion of a hospital’ s total charges from outpatient self-pay and charity ED cases

e The proportion of a hospital’s total charges from inpatient self-pay and charity
admissions through the ED from the 80" percentile of Medicaid undocumented
immigrant enrollment zip codes

Three hospitals, Levindale Hospital, the University of Maryland Rehabilitation & Orthopedic
Institute (formerly Kernan Hospital), and the Shock Trauma Center were excluded from the
regression calculations. The HSCRC set the annual UCC percentages for these hospitals at their
actual average UCC percentage for the previous three years.

Updates for RY 2016

Because the ACA coverage expansions occurred during the middle of FY 2014, staff
recommended against using FY 2014 datain the RY 2016 update. Only six months of ACA
experience wereincluded in FY 2014 data, which was inadequate for assessing the impact of the
ACA on UCC. Instead, staff recommended to continue to reduce the UCC rates prospectively by
estimated reductions in unpaid hospital charges for the Medicaid expansion population using a
similar approach applied for the PAC population in the RY 2015 rates. The prospective
adjustment for RY 2015 only included the estimated impact of the PAC program gaining full
Medicaid coverage. The adjustment for RY 2016, however, captured the actual calendar year
(CY) 2014 impact on UCC from extending Medicaid coverage to the entire expansion population
(PAC and non-PAC). The RY 2016 UCC amount was therefore set at 5.35 percent.

Updates for RY 2017

For RY 2017, HSCRC staff re-evaluated the regression model and found that most of the
variables were no longer statistically significant, and should not be used to determine the
reasonable level of UCC to be built into individual hospital rates. Because there was only one

3 Maryland Medicaid covers emergency services for undocumented immigrants. ...
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year of post-ACA data available, there were limitations to using the previous regression models
and averaging the historical experience from audited financial reports. The Maryland Hospital
Association (MHA) discussed the alternative models and adjustments with the hospitalsin
various meetings. The MHA recommended a regression model that predicts a patient’s chances
of having UCC based on their payer type, location of service (inpatient, ED, and other
outpatient) and the Area Deprivation Index, and calcul ated the percentage of UCC based on
average UCC amounts by payer and location of service. Based on stakeholder input, the HSCRC
decided to continue to do a 50/50 blend of FY 2015 financial audited UCC levelsand FY 2016
predicted or estimated UCC levelsto determine hospital-specific adjustments. The RY 2017
UCC amount was set at 4.69 percent.

ASSESSMENT

Determining the Appropriate Level of Uncompensated Care Funding in Rates

The HSCRC must determine the percentage of UCC to incorporate in hospitals rates in order to
fund the UCC pool. Based on the most recent audited reports, the statewide UCC rate was 4.51
percent in FY 2016. The rate of Marylanders without health insurance decreased from 10.2
percent in 2013 to 7.9 percent in 2014, according to the statistics published by the U.S. Census
Bureau on September 16, 2015.# Maryland’ s uninsured rate continued to decrease to 6 percent as
of March 2015, according to areport issued by the Census Bureau and Kaiser Family
Foundation.®> While more people are getting insurance coverage, underinsurance and increasesin
the purchase of high deductible health plans may be creating upward pressures on UCC. Given
these two dynamics, HSCRC staff recommends funding a UCC rate of 4.51percent. This
represents the full reported UCC rate for FY 2016.

Updates for RY 2018

The UCC Methodology for RY 2018 is alogistic regression model that predicts a patient’s
chances of having UCC based on payer type, location of service (inpatient, ED, and other
outpatient) and the Area Deprivation Index, and a calculated percentage of UCC based on
average UCC amounts by payer and location of service. A 50/50 blend of the most current Fiscal
Y ear’sfinancial audited UCC levels and the current Fiscal Y ear’s predicted or estimated UCC
levelsis used to determine hospital-specific adjustments.

The only departure from the methodology used in RY 2017 is the substitution of the Maryland
Area Deprivation Index for the National Area Deprivation Index, which accounts for census
block information for out of state patients who received care at Maryland hospitals.

4 http://www.marylandhbe.com/fewer-marylanders-without-heal th-coverage-census-bureau-reports/
5 http://www.marylandhbe.com/how-are-we-doing-on-heal th-coverage-maryland/.
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RECOMMENDATIONS
Based on the preceding analysis, HSCRC staff recommends the following for RY 2018:
1. Reduce statewide UCC provision in rates from 4.69 % to 4.51 % effective July 1, 2017.

2. Continue to use the regression modeling approach approved by the Commission at the
June 2016 meeting.

3. Substitute the Maryland Area Deprivation Index for the National Area Deprivation Index
in the regression model

4. Continue to do 50/50 blend of FY 16 audited UCC and predicted UCC.
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APPENDIX I. HOSPITAL UNCOMPENSATED CARE PROVISION FOR RY 2018

FY 2016 UCC Based FY 2016
on FY 2018 Percent UCC Percent
FY 2018 Projected Projected from the RE Predicted UCC 50/50 Blend
HOSPID Hospital Name Regulated Revenue | Regulated Revenue Schedule (Adjusted) Percent Percent UCC
210001 | Meritus Medical Center 334,876,102 15,772,976 4.71% 5.18% 4.95% 4.99%
210002 | Univ. of Maryland Medical Center 1,438,951,222 57,937,435 4.03% 3.19% 3.61% 3.64%
210003 | Prince Georges Hospital 299,902,921 28,405,399 9.47% 9.21% 9.34% 9.42%
210004 | Holy Cross 510,747,952 45,895,492 8.99% 7.70% 8.34% 8.41%
210005 | Frederick Memorial Hospital 355,915,557 14,515,105 4.08% 4.74% 4.41% 4.45%
210006 | Univ. of Maryland Harford Memorial Hospital 106,578,160 6,578,589 6.17% 4.38% 5.28% 5.32%
210008 | Mercy Medical Center, Inc. 538,345,601 28,566,363 5.31% 3.99% 4.65% 4.69%
210009 | Johns Hopkins 2,366,190,615 49,570,950 2.09% 3.40% 2.75% 2.77%
210010 | Univ. of Maryland Shore Medical Center at Dorchester 51,324,507 2,494,452 4.86% 5.39% 5.12% 5.17%
210011 | St. Agnes Hospital 444,698,256 25,608,578 5.76% 4.88% 5.32% 5.37%
210012 | Sinai Hospital 788,805,489 30,777,142 3.90% 3.84% 3.87% 3.91%
210013 | Bon Secours Hospital 122,064,769 4,534,940 3.72% 4.41% 4.06% 4.10%
210015 | MedStar Franklin Square Hospital 523,147,899 23,199,201 4.43% 4.32% 4.38% 4.41%
210016 | Washington Adventist Hospital 275,389,883 20,442,671 7.42% 6.86% 7.14% 7.20%
210017 | Garrett County Memorial Hospital 57,364,238 3,960,486 6.90% 5.65% 6.28% 6.33%
210018 | MedStar Montgomery General Hospital 184,391,069 7,447,435 4.04% 4.13% 4.08% 4.12%
210019 | Peninsula Regional Medical Center 450,628,695 18,584,640 4.12% 4.46% 4.29% 4.33%
210022 | Suburban Hospital Association,Inc 318,412,820 6,552,937 2.06% 3.77% 2.92% 2.94%
210023 | Anne Arundel General Hospital 621,928,839 15,808,583 2.54% 3.22% 2.88% 2.91%
210024 | MedStar Union Memorial Hospital 442,830,792 18,770,214 4.24% 4.29% 4.27% 4.30%
210027 | Western Maryland Hospital 334,505,088 16,334,563 4.88% 4.59% 4.73% 4.78%
210028 | MedStar St. Marys Hospital 186,121,688 9,714,669 5.22% 4.37% 4.79% 4.84%
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210029 | Johns Hopkins Bayview Med. Center 666,010,152 33,998,371 5.10% 4.82% 4.96% 5.01%
210030 | Univ. of Maryland Shore Medical Center at Chestertown 57,238,507 2,848,810 4.98% 4.35% 4.67% 4.71%
210032 | Union Hospital of Cecil County 166,907,564 8,015,248 4.80% 4.84% 4.82% 4.86%
210033 | Carroll County General Hospital 236,562,484 6,813,225 2.88% 3.43% 3.16% 3.18%
210034 | MedStar Harbor Hospital Center 201,496,286 11,605,956 5.76% 5.45% 5.60% 5.65%
210035 | Univ. of Maryland Charles Regional Medical Center 154,976,711 9,035,605 5.83% 4.73% 5.28% 5.32%
210037 | Univ. of Maryland Shore Medical Center at Easton 209,808,601 7,329,670 3.49% 3.54% 3.52% 3.55%
210038 | Univ. of Maryland Medical Center Midtown Campus 246,916,488 20,169,517 8.17% 4.55% 6.36% 6.41%
210039 | Calvert Memorial Hospital 151,755,504 4,419,262 2.91% 3.28% 3.09% 3.12%
210040 | Northwest Hospital Center, Inc. 266,087,214 15,035,724 5.65% 5.13% 5.39% 5.44%
210043 | Univ. of Maryland Baltimore Washington Medical Center 425,989,496 23,966,211 5.63% 4.92% 5.27% 5.32%
210044 | Greater Baltimore Medical Center 466,093,482 12,180,306 2.61% 3.34% 2.98% 3.00%
210045 | McCready Foundation, Inc. 16,286,106 465,420 2.86% 6.16% 4.51% 4.55%
210048 | Howard County General Hospital 315,577,785 10,389,468 3.29% 4.05% 3.67% 3.70%
210049 | Univ. of Maryland Upper Chesepeake Medical Center 351,518,563 12,638,937 3.60% 3.47% 3.53% 3.56%
210051 | Doctors Community Hospital 241,014,229 17,714,444 7.35% 5.49% 6.42% 6.48%
210055 | Laurel Regional Hospital 104,081,752 12,077,044 11.60% 9.19% 10.40% 10.49%
210056 | MedStar Good Samaritan Hospital 303,040,058 15,260,137 5.04% 4.79% 4.91% 4.96%
210057 | Shady Grove Adventist Hospital 407,839,291 17,034,632 4.18% 4.76% 4.47% 4.51%
210060 | Fort Washington Medical Center 50,414,055 4,783,427 9.49% 9.11% 9.30% 9.38%
210061 | Atlantic General Hospital 110,209,823 6,141,921 5.57% 5.39% 5.48% 5.53%
210062 | MedStar Southern Maryland Hospital 285,564,731 16,992,245 5.95% 4.60% 5.27% 5.32%
210063 | Univ. of Maryland St. Josephs Medical Center 417,895,708 17,103,218 4.09% 3.73% 3.91% 3.95%
210065 | Holy Cross German Town 112,196,258 11,182,548 9.97% 9.21% 9.59% 9.67%

Total 16,718,603,010 748,674,163 4.48% 4.38% 4.44% 4.48%

Note: Levindale, UMROI, and UM-Shock Trauma are not included in this analysis. The FY 2016 Percent UCC from the RE Schedule of 8.17% for Univ. of
Maryland Medical Center Midtown Campus includes write-offs for chronic patients.
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APPENDIX Il. WRITE-OFF DATA SUMMARY STATISTICS

The table below presents the UCC reduction rate by hospital between FY 2015 and FY 2016.

Reduction rates vary by hospital.
Appendix Il. Table 1. UCC Reductions by Hospital, FY 2015-2016
FY 2015 FY 2016 Variance
HOSPID Hospi tal Name % UCC % UCC over/(under)
210001 | Meritus Medical Center 4.59% 4.71% 0.12%
210002 | UM Medical Center 2.75% 4.03% 1.28%
210003 | Prince Georges Hospital 9.24% 9.47% 0.23%
210004 | Holy Cross 8.05% 8.99% 0.93%
210005 | Frederick Memorial Hospital 3.39% 4.08% 0.69%
210006 | UM Harford Memorial Hospital 8.94% 6.17% -2.77%
210008 | Mercy Medical Center, Inc. 6.44% 5.31% -1.13%
210009 | Johns Hopkins 2.25% 2.09% -0.15%
210010 | UM Shore Medical Center at Dorchester 6.57% 4.86% -1.71%
210011 | St. Agnes Hospital 4.99% 5.76% 0.77%
210012 | Sinai Hospita 4.20% 3.90% -0.30%
210013 | Bon Secours Hospital 3.96% 3.72% -0.24%
210015 | MedStar Franklin Square Hospital 4.10% 4.43% 0.33%
210016 | Washington Adventist Hospital 10.20% 7.42% -2.78%
210017 | Garrett County Memorial Hospital 8.25% 6.90% -1.35%
210018 | MedStar Montgomery General Hospital 4.76% 4.04% -0.72%
210019 | Peninsula Regional Medical Center 3.72% 4.12% 0.40%
210022 | Suburban Hospital Association,Inc 3.97% 2.06% -1.91%
210023 | Anne Arundel General Hospital 3.04% 2.54% -0.50%
210024 | MedStar Union Memorial Hospital 3.53% 4.24% 0.71%
210027 | Western Maryland Hospital 4.83% 4.88% 0.06%
210028 | MedStar St. Marys Hospital 5.35% 5.22% -0.13%
210029 | Johns Hopkins Bayview Med. Center 6.49% 5.10% -1.38%
210030 | UM Shore Medical Center at Chestertown 6.62% 4.98% -1.64%
210032 | Union Hospital of Cecil County 4.74% 4.80% 0.06%
210033 | Carroll County General Hospital 2.15% 2.88% 0.73%
210034 | MedStar Harbor Hospital Center 5.00% 5.76% 0.76%
210035 | UM Charles Regiona Medical Center 6.81% 5.83% -0.98%
210037 | UM Shore Medical Center at Easton 5.34% 3.49% -1.85%
210038 | UM Medical Center Midtown Campus 10.51% 8.17% -2.34%
210039 | Calvert Memorial Hospital 3.34% 2.91% -0.42%
210040 | Northwest Hospital Center, Inc. 6.39% 5.65% -0.74%




Recommendations for the Uncompensated Care Policy for RY 2018

210043 | UM BWMC 5.82% 5.63% -0.19%
210044 | Greater Baltimore Medical Center 2.48% 2.61% 0.13%
210045 | McCready Foundation, Inc. 7.62% 2.86% -4.76%
210048 | Howard County General Hospital 4.14% 3.29% -0.85%
210049 | UM Upper Chesepeake Medical Center 5.25% 3.60% -1.65%
210051 | Doctors Community Hospital 7.28% 7.35% 0.07%
210055 | Laurel Regional Hospital 8.81% 11.60% 2.80%
210056 | MedStar Good Samaritan Hospital 4.02% 5.04% 1.02%
210057 | Shady Grove Adventist Hospital 4.79% 4.18% -0.61%
210060 | Fort Washington Medical Center 8.73% 9.49% 0.76%
210061 | Atlantic General Hospital 4.58% 5.57% 1.00%
210062 | MedStar Southern Maryland Hospital 5.72% 5.95% 0.23%
210063 | UM St. Josephs Medical Center 4.09% 4.09% 0.00%
210065 | Holy Cross Germantown 9.57% 9.97% 0.40%

Total 4. 59% 4.48% -0.12%

Note: Levindale, UMROI, and UM-Shock Trauma are not included in this analysis.

*Source: HSCRC Financial Audited Data
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Recommendations for the Uncompensated Care Policy for RY 2018

The table below presents the UCC write off distribution by payer for services provided in RY
2016 based on the account-level information provided to the Commission. Nearly 36 percent of
UCC Write Off has aprimary payer of charity care/self-pay. Commercial payers and Medicaid
(including out-of-state Medicaid) accounted for 29.08 and 12.44 percent of UCC, respectively.

Appendix Il. Table 2. UCC Write Off Distribution by Payer, RY 2016

Payer Total Write Off % of Total Write Off
Charity/Self Pay $259,714,663 35.97%
Commercia $209,983,202 29.08%
Medicaid $89,803,193 12.44%
Medicare $117,800,930 16.31%
Other $44,821,568 6.21%
Grand Tota $722,123,557 100.00%

11



Recommendations for the Uncompensated Care Policy for 2018

Appendix Il
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Recommendations for the Uncompensated Care Policy for 2018

Logistic Regression Methodology (1 of 5)

Expected encounter $UCC = Chance of visit resultingin UCC X Avg.Charge X % UCC of Bill

To calculate each hospital's UCC%:

—+  An expected UCC dollaramountis calculated for every patient encounter

UCC dollars are summed at the hospital level

Summed UCC dollars are divided by hospital total charges (from write-off data)

—+ The expected UCC dollaramountis calculated as the product of three numbers:

Chance of visit resulting in UCC: From logistic regression formula, based on patient ADI (or ADI
with other variables)

Avg. Charge: Average of total charges by hospital, by payer, by patient type

% UCC of Bill. Statewide average UCC% by payer, by patient type; only for encounters with UCC

The following 6 pages will illustrate an example of this methodology, using ADI as the only predictor
16
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Recommendations for the Uncompensated Care Policy for 2018

Logistic Regression Methodology (2 of 5)

) . Expected SUCC Expected SUCC
Patient Acct  Hospital | ADI Ventile Patient Type Payer (clean) NetWrite-Off W-0 Flag Total Charges Awvg.Charge | Chance of UCC! % UCC of Bill  (Avg. Chamge) [Actual Charge)

00000001 A | 9 | of Blue Cross  § 2l | o5 700 . 23.5%|
00000002 A 0 I Medicare  § 50 | 15 4000 15.6%|
0003 A | 5 | Ip Medicare  § 50| 45 200 | 19.2%
00000004 B L R Medicare 5§ =l 05 5000 L 19.7%

To determine each encounter’'s Chance of Resultingin UCC:

Every encounter is assigned a Write-Off Flag
. 0 = No write-off reported
1 = Any write-off reported

All 6.3 million encounters (statewide) are run through a logistic regression modelto
determine the correlation betweenthe predictorvariable (ADI) and the dependent
variable (UCC flag)

The regression outputs result in a formula which calculates a likelihoed of UCC using
ADI Ventile. Each encounter’'s ADI Ventile is run through the formula to obtain a
Chance of UCC

Please find the formula and resulting Chance of UCC table on the following page

I o | Maryland Hospital Association
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Recommendations for the Uncompensated Care Policy for 2018

Logistic Regression Methodology (3 of 5)

d encounter SUCC Chance of visit resulting in UCC X Avg.Charge X % UCC of Bill

" o 4 . . Expected SUCC Expected SUCC
Hospital ADIVentile Patient Type Payer [clean) Net Write-Off W-0 Flag | Total Charges Awg.Charge  Chance of UCC % UCC of Bill  [Avg. Charge) (Actual Charge)

Patient Acct.
foopoool A % | OP | BlueCross |3 £ 05 05 00| 23.53%
00000002 A 2 | P Medicare | 5 250 15 4,000 | 5 3,000 15.6%
0000003 A 5 | P | Medcae |§ 150 1S5 200 5 3000 19.%
000000048 5 P__| Medicae |5 - os 50005 5000 192

To determine each encounter’s average charge (and to account for charge structure
differences between hospitals:

A table is created with the average charge by hospital, by patient type, and by payer

Each encounter’s hospital, patient type, and payer are used to look up the appropriate
average charge amount

ALTERNATEMETHOD

It may be more telling to use an encounter’s actual charges (Total Charges field,
above) instead of the estimated Avg. Charge

Expected encounter UCC dollars were also calculated using this alternate method
3

I o | Maryland Hospital Association
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Recommendations for the Uncompensated Care Policy for 2018

Logistic Regression Methodology (4 of 5)

e ng in UCC x A vg. Cha rge X oL UCC Gf Bill

_Expected SUCC Expected SUCC

Patient Acct  Hospital A[I\.r'e«m:ie f—'atbemType Pa'mrlcleml Met Write-Off W-OFlag Total Charges Awvg.Charge Chance of UCC '%LICCufBrH (Awvg. Charge) (Actual Charge)

00000001 A E7] OPF | BlueCross | § 5 05 00 5 0 23.5%, 15.80%
[III]]]]Z A . 1] P Medlca'e 5 250 15 41]]] 5 3,1]]] 15.6%! 0893
00000003 A 5 P | Medicae |$ 150 1§ 2000 5 3000 19.2% 6.95%)
00000002 B 5 P | Medicae |35 . 0$ 5000 § 5000 19.2%)| 693%|

To determine each encounter’s % UCC of Bill:
The dataset is filtered to only look at encounters with write-off amounts
Fromthis filtered dataset, a table is created with the % UCC of Bill by patient type and by
payer
Each encounter’s patient type and payer are usedto look up the appropriate % UCC of Bill

EXAMPLE: 15.82% of Patient 1’s bill is expected to be UCC, and that bill is expected to be, on
average, $700. Therefore, if Patient 1 were to have UCC costs, those costs would
average being 15.82% *$700 = $110.74. Additionally, there is a 23.5% chance of
Patient 1 having these cosis.

Please find table of % UCC of Bill by patient type, by payer on the following page

4

I o | Maryland Hospital Association
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Recommendations for the Uncompensated Care Policy for 2018

Logistic Regression Methodology (5 of 5)

Expected encounter $UCC = Chance of

Al A2 B C Al= B"C__ ) AZ"B 'E .
Expeced SUCC Expected SUCC|
Patient Acct Hospital ADI Ventile PatientType Payer (clean) NetWrite-Off W-OFlag Total Charges Avg.Charge Chance of UCC % UCCofBill | (Awg. Charge) | (Actual Charge)

00000001 A E oP BlueCross 5 - 05 0 5 700 23.5% 1582 5 602 5 2602 |
00000002 A 2 P Medicre 5 250 16 4000 $ 3,000 15.68% 593% 5 32435 4324 |
00000003 A 55 P Mediczre 5 150 18 2000 5 3000 19.2% 6.9%% $ 3892 5 2661 |
00000004 B 55 P Medicre 5 - 05 5000 5 5000 19.2% 6.9%% 5 66.53 | § 66.53 |

To determine each encounter’'s EXpected UCC dollaramount:
Using Avg. Charge - Multiply each encounter’s Chance of UCC, Avg. Charge, and UCC%

Using Actual Total Charge - Multiply each encounter’s Chance of UCC, Total Charges, and UCC%

These UCC dollar amounts are aggregated at the hospital level and then divided by each
hospital's Total Charges to formulate the predicted hospital-level UCC%

Hospital A UCC%:
By Avg Charge = ($26.02 +$3243 + 39.92) /(5700 + 54000 +52000) =147%

By Actual Charge = ($26.02 + $43.24 +26.61) / (5700 + 54000 + 52000} = 1.43%

I o | Maryland Hospital Association
20



Report on Hospital Costs Associated with Physicians

The report will be sent as a separate document.
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e Qur Vision

* To advance health and
wellness by deploying
health information
technology solutions
adopted through
cooperation and
collaboration.

e Our Mission

 We will enable and support the
healthcare community of
Maryland and our region to
appropriately and securely
share data in order to facilitate
care, reduce costs, and improve
health outcomes.

Our Guiding Principles

. Begin with a manageable scope and

remain incremental.

. Create opportunities to cooperate

even while participating healthcare
organizations still compete in other
ways.

. Affirm that competition and

market-mechanisms spur
innovation and improvement.

. Promote and enable consumers’

control over their own health
information.

Use best practices and standards.

. Serve our region’s entire healthcare

community.
2




In 2014, HSCRC & DHMH established a Care Coordination Work Group to offer advice on
how hospitals, physicians, and other key stakeholders can work together with government
leaders on effective care coordination to support the Maryland All-Payer model. The ICN
initiative grew from several of the workgroup’s recommendations, made in Spring 2015:

4. Tap CRISP to organize data

5. Build data infrastructure
and identify target

populations

6. Designate CRISP to
identify consistent
information that can be
shared among provides and
support different care

Designate CRISP to serve in the
role of a “general contractor” in
the data synthesis, data
acquisition, cleaning and storage
process. By engaging and
overseeing the work of various
“sub-contractors,” or vendors,
CRISP can also support and lift
other promising care coordination
initiatives already underway.

Build and secure a data
infrastructure to facilitate the
identification and risk
stratification of individuals who
would benefit most from care
coordination. This will permit the
identification of the patients with
the most complex needs. The
investment in data acquisition,
along with a parallel effort to
organize and synthesize the data
already in hand, will allow
acceleration of the process of
creating individualized care
profiles in a standardized format.

management platforms

Enhance data sharing capabilities
already built into the CRISP Health
Information Exchange (HIE). This
holds the promise of ultimately
connecting the various provider
and payer care coordination
initiatives.




2 The Venues for ICN

The goals of ICN are organized around the “venue” where information is
provided and used. Broadly speaking, information and coordination is needed:

= At the Point of Care

» By Care Managers & Coordinators
= By Population Health Teams
» For Patients

As specific Care Redesign Programs are being developed, a fifth venue has
been added. Information is needed:

* By Program Administrators, Provider Executives,
and Policy Makers

7/6/2017




. Turned HSCRC Care Coordination Workgroup recommendations
Into detailed plan, assembled initial team

. Established ICN steering committee with representatives across the
Maryland healthcare industry, accountable to CRISP board

. Devised strategy to leverage federal 90/10 matching funds

. Expanded existing ambulatory connectivity efforts to focus on
deeper clinical integration

. Established “Patient Care Overview” — a common dashboard of

high-value care coordination information accessible to all clinicians
and care managers via CRISP portal

. Implemented “Smart Router” — novel technology to route clinical
data from hospitals and practices to care managers, ACOs and
payers




Rollins, Jenny K Female 1212011978 (37 yrs) (Community ID:3344223)

2985 Oxford Court, Columbus, MD 39701

Summary | More Pafientinformation | PatientGroups | eHT HIE Worklist | Patient Care Overview | |nterstate FDMP

Organizations Subscribed to this Patient via CRISP's Encounter Notification Service

: organization | Care Program Care Managear Primary Care Provider
.l;:'r;lllee: ﬁﬁ;l;llar:amnv Medicine NIA MNIA dummy

Care Alerts
[ sender [Dale [Aien

| B18/2016 3:19 PM KK

University of Maryland Medical

Usual presenting history: intoxicated, exhibiting loudly negative mood, with or without S1. His usual pattern is to self present to ED, typically with high BAL, for reatment of severe depression/Si
after an event that precipitated heavy alcohol intake. VWith rest/ food in the ED, even prior to evaluation, he often reporis more positive mood and freedom from depressive symptoms/ 51, and
subsequently he requests discharge from ED. Even if he initially undergoes evaluation and considers placemeant, he will efien request discharge prier to placement.

Violence / suicidality propensity: History of arrest for armed robbery/ assaults/ possession with infent. Most recent event of violence noted fo be 4 years ago

16-08-1
ELL e Atypical presentation features or indicators for hospitalization: If pattern diffiers significantly from that described above.
Callateral F ecommunity resources. Long history of Omni House accommaodating him. Contacl info thers, .
Other key notes/Recommendations: Allow patient fo wake on his own. Don't rush placement as he will often change his mind about admission. He self presents and can be discharged with
improved mood/ symptom presentation.
Recent Encounter Events
| Date [ Facility [Event
| 2016-10-03 | Crofion Convalescent & Rehab Center | ADT 01 Emergency
| 2016-10-03 Prince George's Hospital Center ADT 01 Emergency
| 2016-10-03 VNA of Maryland ADT 03 Inpatient
| z016-10-03 Fradarick Memorial Hocpital ADT 04 Emergency
2016-10-03 Carrall Health Group ADT 06 Inpatient
2016-10-03 Health EC Outpatient Appoiniment check-in
| 2016-09-22 Bon Secours Hospital ADT 03 Inpatient
| 2016-09-19 Bon Secours Hospital ADT 01 Inpatient

Chronic conditions and visit data are derived from monthly hospital inpatient and outpatient administrative submissions.

Chronic Conditions

Last primary payer group | 05
Last secondary payer group 08
Is high wutilizer true
| Has asthma | true
Has COPD bronchiectasis frue
| Has kidney disease | true
Has diabetes true
Has hearth failure true

Visit Information

Visit information from Johns Hopkins Bayview Acute Care on 2016.07.21

his reserved. | Mirth Results | 10/142016 10.36 314M EDT

&
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T Coordination

1. Flag Patient Care Management Relationships: Notify CRISP for
each patient who is enrolled/dis-enrolled in a care management
program, including contact information for the patient, care
coordinator, and primary care provider.

2. Share Care Planning Data: Whenever care management
Information appropriate for sharing is created or updated for a
participating patient, send a copy of the information to CRISP.

3. Use In-Context Alerts: Create an “alert mechanism” in your
hospital EHR so your clinicians know when a person who is in care
management has shown up, with easy access to the full data.

4. Use CRISP Reports: Incorporate CRISP reports and compiled data
into the work of the population health team. (For patient
identification and performance measurement.)

This approach aligned with broader interventions and programs in
place to support the high need / complex patients.




ol
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@ Examples of Care Alerts

“Mr. Jones has dementia, diabetes, and COPD. His baseline, every day exam is notable
for wheezes and rales and there is a stable finding of a LLL ‘infiltrate’ on his CXR.
Typically his COPD exacerbations are due to anxiety and to not using his maintenance
medications. Please securely text his primary care physician, Dr. Smith, if admission or
testing is considered.”

“Mrs. Franklin’s pain medications are managed entirely by Dr. Dolor. Securely text him
prior to prescribing any controlled substances.”

“Mr. Stevens has CHF exacerbations that typically and rapidly respond to 40 mg IV
furosemide in the ED with close follow up the next day in the office. Call/text Dr. Diur
FIRST at 111-333-4444 if you are considering admission.”

“This patient has a MOLST. Please note: DNR, DNI, no feeding tube, no antibiotics.”

7/6/2017 8




2 FY17 Results at a Glance

70% of high needs Medicare patients now have a known PCP listed
with CRISP (40% at beginning of FY17)

22% of these patients have a care coordinator noted in CRISP (<1%
at beginning of FY17)

There are over 15,000 care alerts in CRISP, sourced from 26
hospitals

There are 3,100+ care alerts for high needs Medicare patients
High Needs With Care Plan or Care Alert in CRISP

~3,100

2500

2000

1500

1000
~400

0

October Noveber December January February March

o
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» Other Highlights

» 2,000 ambulatory providers now sending clinical data to CRISP, 5,000
sending “encounter data”

« More than 90,000 documents have been sent in real-time to care
management organizations, ACOs and payers using smart router

 CRISP integrated with care management software at 14 organizations

« 28 healthcare organizations sending care alerts or care plans for patients in a
care management intervention

« Landed comprehensive, identified Medicare claims data and prepared to
launch analytics platform for hospitals and HSCRC, supporting Care
Redesign and Phase 2

« Refactored analytics capability to reduce the cost of processing and reporting
on HSCRC casemix data by 40%

» Board approved CRISP role of Care Redesign administrator and HCIP and
CCIP launched

7/6/2017 11



FY18 Plan & Budget



Prioritize

1. Operationalize successes — e.g.
Care Alerts, info at the point-of-
care, PaTH

2. Expand ambulatory connectivity
for encounter data and
operationalize panel
management at scale

3. Publish CCLF Medicare reports

4. Refactor/improve working
technology, such as with an API
gateway, improved matching

5. Support learning collaboratives
and ways to improve use of
tools

6. Offer core services to 42 CFR
part 2 behavioral health
providers

Go Slow — Low Spend

1.

Ambulatory connectivity for
CCDAs

. Allowing patients more granular

consent choices

. Sending alerts to patient

families/proxies

. Capture encounter data from

community resources, such as
Meals of Wheels

. Deploying new basic care

management software

No Spending

1.

Standardizing interoperable
care plan elements

. Standardizing health risk

assessments

. Publishing weekly leading

indicator reports from ADTs

Expanding capacity for
electronic clinical quality
measures

7/6/2017
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New shared care coordination infrastructure was always expected to be expensive, but to cost
much less than the aggregate of each hospital pursuing infrastructures on its own. The original

budget estimate emerging from the Care Coordination Workgroup was that shared
infrastructures would cost S51M to build, over a two to three year period. The estimates was
especially sensitive to the uncertain cost of achieving broad ambulatory connectivity.

Original Implementation Estimate, April 2015

Build/secure data infrastructure $8,500,000
Data sharing $4,200,000
Collaboration (training, support, TA) $7,000,000
Provider Connectivity $31,000,000
TOTAL $50,700,000

Ongoing operations was expected to cost between S8M and $28M annually, with the cost of
shared care management software the biggest unknown.

Original Annual Ops Estimate, April 2015

Low Range

High Range

$8,000,000

$28,000,000

14



The first detailed “Planning Budget” broke the project into “workstreams” as shown below. An
additional S24M was reserved for new Reporting & Analytics capabilities, which were expected
to include distribution of standard Medicare data based reports to hospitals and ambulatory

providers.

First Detailed Budget, November 2015

Ambulatory Connectivity $31,400,000
Data Router $2,200,000
Clinical Portal Enhancements $2,400,000
Alerts & Notifications $3,700,000
Reporting & Analytics $23,700,000
Basic Care Management Software $3,900,000
Practice Transformation $8,000,000
TOTAL $75,300,000

Annual operations costs were not projected in the first detailed budget. However, the growing
expectation was that the state would not be using a single mammoth care management
software for all Medicare beneficiaries, so costs would be lower than originally predicted by the
Care Coordination Workgroup. 15



» Spending after Two Years

After two years and $S33M of spending, a third year of the initiative is planned.

ICN BUDGET SUMMARY

.. 2016 2017 Current Estimate 2018 Budget Proposal v5/9 3-YEAR TOTAL
Original Full Vet
Project FY2017 Federal FY2018 Federal
Workstream " . FY2016 State | FY2016 Federal FY2017 HSCRC . FY2018 State . Forecasted
Planning Funding Funding
" Actual Actual State Forecast Proposal State & Federal
Budget Forecast Forecast
Total
Point of Care $26,309,796 $1,315,146 $267,460 $4,475,164 $1,201,000 $1,094,500 $2,475,000 $10,828,270
Care Managers & Coordinators| 52,731,936 $361,068 S0 $1,034,813 S0 $1,468,500 $304,000 $3,168,381
Population Health Teams $7,049,757 $1,506,624 $0 $2,241,427 $1,457,000 $1,485,000 S0 $6,690,051
Patients S0 S0 S0 S0 S0 $368,500 $737,000 $1,105,500
Common Infrastructure $15,467,781 $1,364,075 $114,626 $3,322,030 $1,096,000 $924,000 $425,000 $7,245,731
Sub-Total $51,559,270 $4,546,913 $382,086 $11,073,434 $3,754,000 $5,340,500 $3,941,000 $29,037,933
Administrators &
. $23,737,353 $4,756,234 S0 $8,314,145 S0 $4,642,000 SO $17,712,379
Policymakers
TOTAL $75,296,623 $9,685,233 $23,141,579 $13,923,500 $46,750,312
16



2 FY18 Budget

CN State) | APD (Feceral

Point of Care $1,094,500 $2,495,000
Care Mgrs & Coordinators $1,468,500 $314,000
Pop Health Teams $1,485,000 SO
Patients $368,500 $737,000
Common Infrastructure $924,000 S425,000
Subtotal $5,340,500 $3,971,000

Administrators & Policymakers S4,642,000 -
Total $9,812,500 $3,971,000

Combined $13,923,500

7/6/2017 17



2 FY18 Budget — What's Inside?

Care Redesign
Administration —
(23%)

Medicare Data
Analytics (30%)

-

* Percentage of ICN (state) dollars only.

7/6/2017 18




With growing clarity as to the infrastructures which will be supported at the end of
the buildout, the range of the expected operations cost is well below that originally
predicted. While many variables remain, the PMPM cost of care management
software remains a significant point of uncertainty.

Annual Ops Estimate, February 2017

Low High
Infrastructure 165,000 570,000
Basic Care Management Software 238,000 1,192,000
Ambulatory Connectivity 301,000 971,000
Router 120,000 392,000
In-context Alerts 129,000 661,000
Reporting & Analytics 1,020,000 1,607,000
Total: 1,973,000 5,393,000

19



Connecting Providers with Technology to Improve Patient Care

ICN User Stories

Based on User Stories from 07/18/2016
Updated 03/18/2017

Goal for The Point of Care

Our aim is that in every hospital in Maryland, when a patient presents for treatment, the clinician
knows if her patient is in a care management program without having to log into a separate
system. She has contact information for the coordinator of this patient’s care team and other
engaged clinicians, regardless of whether those individuals are employed by her hospital. And she
has efficient means to contact other care team members, including by secure text message. She is
able to see who the PCP is and when the patient last visited. She is able to review the most current
care plan if one exists and is aware of special resources available for her patient. And if a peer
clinician has made important notes about this patient — a “care alert” — she has those at her
fingertips.

Goal for Care Managers / Coordinators

CRISP aims to offer care managers access to rich, real-time data for patients who have been
enrolled into care management, whether the care manager is part of a hospital-based intervention,
and ambulatory ACO, a payer, or otherwise. Whether a care manager uses our lightweight care
management software or a system maintained locally, CRISP will feed the system records to help
him track and coordinate a patient’s care at other hospitals, the primary care practice, specialists,
and long-term care. He is notified when a patient under his care has an encounter elsewhere,
including at ambulatory practices. He can identify gaps and redundancies in care. He is able to
coordinate with community resources. And, he knows that his own contact information, critical
notes and care planning instructions are shared with others when appropriate, and is even
available to others via secure text message. His care management documents and health risk
assessments follow statewide best-practice, making his documentation easy for others to
understand.

Goal for the Population Health Team

CRISP aggregates data, combining the hospital’s own records with those of peer hospitals and
Medicare claims. For the population health team, CRISP tools make identification of at-risk
patients more comprehensive and allow coordination between hospitals as to which is taking
point for a particular patient. The population health team knows who among its patient
population is a shared patient, who is considered at risk according to common criteria developed
by the hospitals, and what portion of those patients are enrolled in care management.

Total-cost-of-care and episode-of-care reports show the team the progress by region and by
hospital service area. Using a Maryland-specific Medicare Limited Data Set, CRISP provides
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reports to the population health team so they can understand line-of-service performance in
comparison with peers, analyze non-hospital costs incurred at partner organizations, and examine
total incurred costs at the physician level. Using aggregated casemix files, the population health
team tracks performance on quality metrics (such as PAUs and MHACs) each month. CRISP’s
weekly “early indicator” reports show readmissions and census information for the prior week.

If the hospital’s team possesses sophisticated tools to conduct such analysis, CRISP’s main role is
to facilitate the hospital receiving the raw Medicare data and the complete casemix data for any
patient of the hospital. The CRISP infrastructure for managing patient consent is an asset in
obtaining the data in this manner, giving the stakeholders who release the data confidence that
patient privacy is being protected.

Goal for Patients

Most of the patient engagement required is by the provider community and not CRISP. However,
we will engage patients around consent. When a patient visits his ambulatory provider, he will be
informed at least once a year that the practice participates in a health information exchange. He
will always be able to learn more information from a notice of privacy practices, or from an easy
to navigate CRISP web site. If he chooses not to participate, the process to opt-out will be easy,
and he will have the option to exclude only records from certain providers or certain types of
providers.

When a patient is enrolled in a care management program, he will understand that his records
will be shared among his care team, and he will approve of the activity before it happens. If he so
chooses, he will be notified when a clinician references his medical records from the HIE. He can
request that his healthcare proxy, such as his daughter, be notified when he has a hospital
encounter. He can upload his advance directive online, and CRISP will make it available at the
point of care.

New — Goal for Administrators/Policy Makers

CRISP will supply Maryland hospital CFOs or members of a hospital’s finance team with thoughtful,
actionable analytics, including total-cost-of-care and episode-of-care reports. The hospital CFO can
use CRISP reports to understand her hospital or system’s standing regionally and by hospital service
area. Using a Maryland-specific Medicare Limited Data Set, she can use CRISP reports to understand
line-of-service performance in comparison with peers, analyze non-hospital costs incurred at partner
organizations, and examine total incurred costs at the physician level. The data helps the CFO and
her team design and manage hospital initiatives under state programs such as the Care Redesign
Amendment.

CRISP will support Maryland health policymakers charged with ensuring Maryland’s healthcare
system delivers high-quality, reasonably priced care, particularly for patients with the greatest
and/or most complex needs. We will do this by serving as a convener of industry stakeholders on
issues that align with CRISP’s mission and in accordance with the recommendations of the HSCRC’s
Care Coordination Workgroup. Within the mandate approved by CRISP’s board, CRISP will serve the
state as the administrator of programs under the Care Redesign Amendment.

Chesapeake Regional Information System for our Patients

www.crisphealth.org
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RE: Hearing and Meeting Schedule
August 9, 2017 To be determined - 4160 Patterson Avenue
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September 13, 2017 To be determined - 4160 Patterson Avenue
HSCRC/MHCC Conference Room

Please note that Commissioner’s binders will be available in the Commission’s office at 11:45

am.

The Agenda for the Executive and Public Sessions will be available for your review on the

Thursday before the Commission meeting on the Commission’s website at

http://hscrc.maryl and.gov/commission-meetings-2017.cfm.

Post-meeting documents will be available on the Commission’ s website following the

Commission meeting.
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