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546th MEETING OF THE HEALTH SERVICES COST REVIEW COMMISSION
December 13, 2017

EXECUTIVE SESSION
9:30 a.m.
(The Commission will begin in public session at 9:30 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. Discussion on Planning for Model Progression — Authority General Provisions Article, §3-103 and
§3-104

2. 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

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 November 13, 2017

2. Executive Director’s Report

a. Mid-Year Update Factor
b. Update on Policy White Paper

3. New Model Monitoring

4. Docket Status — Cases Closed
2405N — Atlantic General Hospital
2408A — Johns Hopkins Health System

5. Docket Status — Cases Open

2399A _ Prioritv Partner 2402A _ MedStar Medicare Choice
2403A — MedStar Family Choice 2406A _ Maryland Physicians Care
2407A — Johns Hopkins Health System 2409A — University of Maryland Medical System

2410A — University of Marvland Medical tem
2411A— Uni . { Marvland Medical S

2412A — University of Marvland Medical System
2413A — Unlversnv of Maryland Medical System 2414N — Garrett Regional Medical Center
2415A — Johns Hopkins Health System 2416AJohns Hopkins Healfh System

2417A — Johns Hopkins Health System 2418A — Johns Hopkins Health Svstem
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6. Recommendation for Revenue Increase for Anne Arundel Medical Center

7. Final Recommendation on Updates to the QBR Policy for RY 2020

8. Confidential Data Request

9. Legal Report — Adoption of Proposed Regulations to Amend Full Rate Review Process
10. Joint Chairman’s Report on Emergency Department Overcrowding
11. Update on CRISP Activities

12. Hearing and Meeting Schedule
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MEMORANDUM
TO: Commissioners
FROM: Nelson Sabatini, Chairman
DATE: December 7, 2017
RE: White Paper on Rate Setting Policies

During the Executive Session of September 2017, | asked Commissioners Colmers and Keane,
who have a long-standing familiarity with HSCRC’s policies and methods, to review our current
rate setting procedures and to provide me and other Commissioners with a white paper
containing their observations and recommendations for possible modifications. At my request,
they reported their preliminary findings, in a summarized outlined form, at the November 2017
public meeting.

The Commission is at a critical stage in the advancement of the All-Payer Model to its next
phase. The execution of a new ten-year agreement with the federal government is within our
reach. As remarkable as this accomplishment would be, even more important is the recognition
and acceptance of what needs to be done to execute successfully on such an agreement. To
successfully transform the delivery of health care in Maryland, the Commission needs first and
foremost to enlist the industry’s support and commitment to bringing utilization under control
within the parameters of the agreement and to improve the health of the population. This needs
to be our primary focus.

At the same time, the Commission needs to assure that functionally, the system is operating on
all cylinders. Our rate setting policies and methodologies rightfully need to be reviewed so that
we are assured they are reasonable, understandable, predictable, and effective. We are fortunate
that we have a staff capable of assisting the Commission in achieving this aim. | feel it is
imperative that the Commission and its staff speak in one voice, even if no two parties can
always agree on everything.

Therefore, 1 am directing staff to conduct a thorough analysis of the white paper presented by
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Commissioners Colmers and Keane and prepare a report to be completed in time for presentation
to the Commission at its January public meeting. Following discussion of the staff analysis, the
Commission will be inviting hospitals, payers, employers, other state agencies and organizations
and the general public to provide comments on the discussion in time for consideration at the
February public meeting.

Thank you.



Review, Comments and Recommendations
Regarding HSCRC Rate Setting Policies
11-15-2017

Since the beginning of the All Payer Model Agreement, the hospital system in Maryland
has made substantial progress on the road to achievement of the Triple Aim of better care for
individuals, better health for populations and lower per capita costs. Global budgets (GBRs)
have been established, mitigating the influence of the volume-inducing fee for service (FFS)
system; financial and quality tests have been met; and much initial work has been done to focus
care on patients who have the greatest needs and to bolster community efforts to build a
better health care system. Credit for these successes is rightfully due to the hospitals,
physicians and other providers who have contributed to this progress; to the staff of the HSCRC,
who have labored tirelessly to implement the new Model; to the payer community which has
heavily invested in primary care medical home programs and other care management activities;
to legislative leaders and key executive branch officials who have continued to support the
HSCRC's efforts to ensure that high quality hospital care is available to all Maryland residents
regardless of their ability to pay; and to the general public who pay the taxes, health care
premiums and out-of-pocket expenses which provide the funds that sustain the health care
system.

After four years of experience under the existing Model, and on the cusp of a new
period of change and opportunity, in partnership with the federal government, it is timely for
the HSCRC to reflect on its policies and to identify opportunities for making the system more
efficient, equitable, effective and transparent for all of its participants. Accordingly, at the
request of Chairman Sabatini, with the support of our fellow Commissioners, we have
undertaken to examine the HSCRC's current policies and to offer comments and
recommendations for changes in those policies where we believe that improvements are
desirable, feasible and consistent with the HSCRC's rate setting responsibilities.

The remainder of this document outlines our comments and the recommendations
which we are offering to the HSCRC for its consideration. We believe the recommended
changes are and should be consistent with the requirements of the Model Agreement and the
proposed Enhanced Model. The schedule for the implementation of these changes is outlined
in Section H.

A. The Market Shift Adjustment (MSA) and Related Policies
1 Background
a. Since its inception, the HSCRC rate system has recognized a variable cost
factor (VCF) adjustment when setting rates in response to volume

changes
b. The VCF has ranged from 50/50 to 100/0

11/15/17 9:09 AM



& The HSCRC operated very successfully for more than a decade when the
VCF was 50/50: costs were controlled, hospitals were profitable, etc.
d. This success was achieved without the additional constraint that exists

today through the statewide revenue increase limits that are established
in the waiver agreement.

Under the GBRs, volume changes are largely recognized through the
Demographic Adjustment (DA) and the Market Shift Adjustment (MSA)

a. The “effective” VCF under the MSA varies widely and unpredictably
across hospitals and services.

b. The MSA is complex, hard to explain and unpredictable: when
methodologies are opague, incentives are dilute and not likely to change
behavior.

c. The unpredictability arises partly from the lack of statistical stability that

is associated with the volume measurement structure of the MSA (i.e.,
approximately 60 product lines x approximately 300 zip codes = roughly
18,000 cells).

d. The GBRs provide strong incentives to reduce volume, but the M5A
creates challenges for hospitals facing “good” volume increases:
specifically, they cannot know in advance whether a particular service will
be paid for, or at what level, because payment depends on what has
happened, or not happened, or will happen at other hospitals.

e. The MSA has also led, in some instances, to a lack of responsiveness to
large volume declines at some hospitals that are draining needed funds
out of the overall hospital system. How long must money remain with
hospitals with volume declines, especially when those declines have
come on an across-the-board basis rather than through reductions in
“potentially avoidable utilization” (PAUs) and other forms of unnecessary
care?

£ The complexity, instability and unpredictability of the MSA is a major
source of dissatisfaction among hospitals with the GBR-based budget
system; on balance, the MSA is undermining support for the HSCRC's
core objectives and activities.

g. The MSA was implemented with laudable objectives but, after almost
four (4) years of experience under the GBRs and the new waiver system,
it is appropriate to review its merits and to recommend changes.

The volume statistics that are used in the MSA have some significant
weaknesses: while the inpatient volume statistic (CMADs) generally does a good
job of measuring volume changes, some components of the outpatient volume
measure—such as the methods used to measure extended recovery stays,
observation stays, drug utilization and costs—may have serious weaknesses that
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should be expeditiously fixed or ameliorated through enhanced data collection,
methodological adjustments or other improvements.

The Demographic Adjustment (DA)

a. The DA was designed to provide GBR-based revenue increases to
hospitals based on changes in the number and demographic
characteristics of persons in their service areas.

b. In rural areas, where hospitals have well-defined service areas, the DA
provides reasonably targeted compensation for volume increases tied to
population changes.

c. However, in urban and suburban areas, demographic shifts are not
closely linked with particular hospitals and the DA is spread in @ manner
that does not reliably place resources with the hospitals that are
experiencing population-driven volume changes.

Recommendations: Given the observations outlined above, the HSCRC should do
the following:

a. The MSA should be abandoned and replaced with a budget adjustment
methodology whereby (i) hospitals would be provided with volume
adjustments (+/-) to their GBRs for non-PAU volume using a VCF = 50/50
across all services except for drugs and organ acquisitions, which would
be subject to the VCFs described below; and (i) the actual volume
changes that occur would be monitored by the HSCRC and, if volumes
increase on a statewide or regional basis beyond the levels justified by
population changes, including demographic changes, the GBRs of those
hospitals with volume increases would be adjusted downward, on a basis
approved by the HSCRC, at the beginning of each rate year following each
calendar year covered by the Model Agreement to the levels needed to
enforce the population-based volume limitations of the previous calendar
year. The proposed elimination of the MSA, and the re-establishment of
the recommended VCFs, should be made in a way that will not jeopardize
the “population-based” nature of the GBRs, as required by CMS, and any
adverse impacts of the VCF changes, and associated payments for
volume, on the waiver tests should be addressed by the HSCRC in a
timely manner.

b. The VCF for inpatient and outpatient drugs will be 60%. This VCF will
provide the hospitals with substantial protection against the impact of
rising drug costs, which are to a substantial degree beyond their
immediate control, while maintaining an incentive to hospitals to push
back on drug price increases, find substitutes, etc. The HSCRC should
evaluate, as needed, the appropriateness of the drug cost “set-asides” (of
0.28% and 0.20%) that were included in the Update Factor for FY 2018.
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If the HSCRC finds it useful, in the future, to differentiate the VCFs for
drugs, and it can develop a reliable and administratively practical method
for implementation of differentiated drug cost VCFs, or if other superior
methods of making appropriate adjustments for drug costs can be
developed, the HSCRC should entertain those ideas and encourage their
development.

The prices paid by the hospitals for drugs should be examined and the
charges assigned to and the volume adjustments made for drugs
(including drugs funded through the 340b program) should be scrutinized
as needed to ensure that they reflect the reasonable costs of such drugs
to the dispensing hospitals.

The volume measures used to track changes in the volume of drugs
should be examined and modified to ensure that they accurately
measure both changes in the volume and in the price of drugs. In
particular, the overhead allocations assigned to drugs should be modified
so that drugs with high prices (or large price increases) do not pull
unreasonably high overhead allocations with them.

The actual costs of organ acquisitions, to the extent they are set by the
regional transplant centers and other authorities, will be assigned a VCF =
100% for volume increases and decreases.

If the HSCRC is concerned that the elimination of the MSA might lead to
inappropriate volume increases, it can take at least four steps to mitigate
the possible impact of these increases: first, it can inform the hospitals
that it will be monitoring volumes monthly and on a biannual basis and
may take action if volumes are increasing inappropriately overall or at
particular hospitals; second, it can make clear that excess volume
increases will result in reductions in the overall Update Factor in order to
maintain compliance with the waiver tests; third, it can tighten the
volume adjustment for volume increases—e.g., by lowering the 50% VCF
for volume increases to a lower amount (e.g., 40%); and, fourth, it can
require the hospitals to adjust their charges to ensure they remain in
compliance with their mid and full year GBRs inclusive of any volume
changes.

In some instances, hospitals have experienced large volume decreases
since the beginning of the Model Agreement. The MSA has in general
applied effective VCFs that have allowed these hospitals to retain a
majority of the revenues that had been associated with these volume
declines in their GBRs. The HSCRC should not permit hospitals that
experienced large volume declines since the beginning of the Model
Agreement, for which they retained a majority of the revenue on the way
down, to collect fifty percent (or more) of the revenue on the way back
up until they have reached the volume they had at the time they entered
into their GBR. A relatively small number of hospitals have experienced
significant volume increases since the start of the new Model for which
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they have received effective VCFs which were substantially lower than
the VCFs specified above. These hospitals, if they experience volume
declines, should not be subjected to the VCFs that are specified above,
because they would remove more money than was provided for the
volume increases, until their volumes have returned to their pre-Model
levels.

i The decrease in the incentives provided under the GBRs to reduce
volume (which have already been somewhat undermined by the
uncertainties associated with the MSA) by a move to 3 50/50 VCF for
most services can be effectively addressed by means of the
recommendations offered below regarding changes in the “Potentially
Avoidable Utilization” (PAU) methodology.

j- The Demographic Adjustment should be eliminated except for the “Total
Patient Revenue” (TPR) hospitals and any hospitals that are not under
TPR arrangements that are operating in well-defined market areas to be
defined by the HSCRC.

B. Potentially Avoidable Utilization (PAU)

1. The HSCRC currently adjusts hospital rates based on the performance of
hospitals in reducing their levels of PAU.

2. The PAU methodology has three basic weaknesses:

a. First, the definition of PAU is very narrow—it encompasses only
readmissions and “Prevention Quality Indicators” (PQls) which consist of
“ambulatory care sensitive conditions.” The definition of PAUs does not
include the vast array of tests, imaging services and surgical and non-
surgical procedures and interventions that are major sources of
unnecessary utilization.

b. Second, the definition of PAU is inequitable because PQls are inpatient-
related and medical in nature: hospitals that have large outpatient and
surgical patient mixes are less likely to have significant PAU as a share of
their total revenue. Therefore, the PAU exposes some hospitals to
inequitably computed PAU-based revenue penalties.

c Third, the level of PQls at a hospital depends, to a large degree, on the
extent to which adequate primary care resources are present in a
hospital’s service area. Although the Model Agreement and the proposed
Enhanced Model encourage hospitals to work to enhance primary care
capabilities in their service areas, this is a task that is only partly within
the influence of hospitals. The establishment of strong primary care
networks should be given high priority but it is a task that will require
time and the concerted efforts of multiple parties.
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For these reasons, many in the hospital industry view the PAU methodology as a
revenue adjustment methodology that does not provide well-designed
incentives for the creation of programs that would be effective in reducing the
broad spectrum of unnecessary care.

Recommendations: On the basis of the observations outlined above, we believe

the following:

The PAU adjustments should be modified on an expedited basis as
described below.

Hospitals should be given the opportunity to construct and propose to
the HSCRC programs designed to reduce all types of unnecessary care in
accordance with general principles and guidelines which would be
established by the HSCRC.

Hospital proposals to reduce unnecessary utilization would be expected
to meet the following criteria:

- They must be grounded in the medical, economics and health
services literature regarding unnecessary care;

-- They must be accompanied by data compiled by the proposing
hospital(s) from their own utilization with associated estimates of
the amount of unnecessary care that probably exists and the
proportion of that utilization that the hospitals believe they will
be able to successfully eliminate over a specified time period (e.g.
3-5 years);

-~ The projected reductions in unnecessary care must be significant;

- The proposals must demonstrate strong clinical input and support
from physicians at the proposing hospitals;

-- The proposals must describe the analytic, managerial, incentive
and other programs that would be implemented to drive the
reductions in unnecessary care;

-- The proposals must demonstrate that strong physician leadership
will be at the core of the unnecessary care reduction efforts; and

- The proposals must identify the amounts of unnecessary care
reductions that the programs will be expected to achieve over the
stated time horizon (e.g., 3-5 years) and the related savings and
must be accompanied by a description of the methodologies that
will be used to measure (and report on) these reductions.

For those hospitals that implement approved volume-reduction

programs, the HSCRC would exempt volume reductions achieved in the
areas of unnecessary care targeted by the programs from the downside
VCF volume adjuster provided that the hospitals are able to document,

11/15/17 9:09 AM



-7-

on an ongoing basis, that their programs are achieving the projected
reductions.

e. The HSCRC staff should update and improve the existing PAU policy for
7/1/2018 and on an ongoing basis but hospitals should be allowed and
encouraged to submit approvable alternative programs as described
above. Hospitals that do not establish alternative programs for the
reduction of unnecessary care that are approved by the HSCRC will
continue to be subject to the standard PAU policy.

Rate Realignment

The HSCRC statute instructs the HSCRC to set rates on an equitable basis across
payers without undue discrimination in a manner that reflects the efficient and
effective provision of needed services.

The HSCRC initially set rates in strict accordance with direct and allocated costs
inclusive of approved markups for uncompensated care, payer differentials,
teaching levels and other factors.

Over time, partly in response to waiver test concerns and/or Medicaid budget
pressures, the HSCRC departed from its historical practice of setting cost-based
rates by revenue center and allowed or directed various forms of cost shifting.

These actions have led to significant distortions in pricing that undermine the
efforts of senior hospital managers to design strategies that are based on true,
rather than distorted, cost, revenue and profitability projections; they
undermine transparency in the hospital industry; and they have discriminatory
effects on purchasers including individuals who pay for care on an out-of-pocket
basis.

At least some of the rate adjustment strategies that were taken by the HSCRC
(such as the application of higher rate increases to outpatient services to protect
the previous waiver, which covered inpatient Medicare services only) have
become outmoded in addition to being problematic under the HSCRC statute’s
requirements.

Recommendations: The HSCRC should prescribe rate realignment actions that
will bring hospital charges into line with direct and indirect costs (inclusive of
mark-ups, etc.) on a revenue center basis with appropriate adjustments in the
allocation of overhead (especially with regard to high cost drugs and organ
acquisition). To the extent that this rate realignment has adverse waiver impacts,
the effects should be offset by adjustments to the Update Factor or other
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policies that affect Medicare revenue levels. Any needed adjustments could be
phased in if necessary and appropriate.

The Readmission Reduction Incentive Program (RRIP)

L The RRIP is designed to encourage hospitals to reduce their overall and
Medicare-specific readmission rates.

2 Maryland is required by its current waiver to reduce its Medicare readmission
rate to (or below) the national average Medicare readmission rate by the end of
Cy 2018.

3. As of CY 2017 YTD, Maryland’s readmission rate had dropped by 14.75% since CY
2013 and is expected to be at or below the national Medicare readmission rate
by the end of CY 2018.

4. The all-payer readmission rate in Maryland has also dropped but it is unknown
whether the non-Medicare readmission rates are high, low or equal to the
national average readmission rate for non-Medicare patients because
comparable, sufficiently detailed data have not been available for evaluation.

5. The GBRs provide strong financial incentives to hospitals to reduce all
unnecessary readmissions.

6. Some technical issues exist that may have confounding effects on readmission
statistics such as the use of observation stays in lieu of readmissions, the
inclusion or exclusion of psychiatric readmissions, etc. In addition, there is some
debate about the length of the readmission time period (e.g., 30, 80 or 90 days)
that would be most appropriate.

7 There is credible evidence that readmissions are inversely related, to some
degree, to the socioeconomic status (SES) level of patients after casemix
differences have been filtered out of the analyses. If low SES patients tend to
have more readmissions because they have less access to primary care, weaker
support systems, and other burdens, then they carry cost effects with them that
are not currently recognized by the HSCRC.

8. Recommendations: On these bases, the HSCRC should take the following steps:

a. It should modify the existing RRIP to focus it on Medicare readmissions
only and to ensure that its targets are set so that Maryland at least keeps
pace with any Medicare readmission reductions that are mandated by
the Model Agreement or its successor contract.

11/15/17 9:09 AM




-9-

b. The revised RRIP should apply positive and negative revenue adjustments
across a continuous scale (see Section G) to hospitals based on their
absolute level of Medicare readmissions, relative to national Medicare
readmission levels, updated on an ongoing basis, after adjustment for
casemix and SES levels.

c. Hospitals that believe they can achieve appropriate reductions in their
readmission rates for other payers (e.g. Medicaid, commercially insured
patients, etc.) should be encouraged to include strategies to achieve
these targeted reductions in their proposals for alternatives to the PAU
policy described above. The GBRs will continue to provide strong
incentives to hospitals to reduce unnecessary readmissions across all
patient categories.

d. The revised RRIP should address any technical issues associated with
readmission rate measurements (including those identified above).

The Quality-Based Revenue (QBR) and MHAC Programs

1. The QBR provides hospitals with financial incentives tied to their performance
across a range of quality domains including patient satisfaction, patient safety
and clinical quality measures and the MHAC (Maryland Hospital Acquired
Conditions) program encourages reductions in preventable conditions.

2. Maryland continues to perform poorly on most of the patient satisfaction
measures; it performs in a mixed but generally average manner on the patient
safety measures; and it has achieved a 47% reduction in MHACs since CY 2013.

3. The ongoing poor performance on the patient satisfaction measures Is a serious
concern of the HSCRC and an opportunity to achieve performance gains that
would have substantial benefits for patients.

4. Many concerns have been raised about the credibility of the very large
improvements in MHAC levels over the last four years (and, especially, in the
immediate wake of the conversion to the new waiver and the GBR budgets). In
particular, changes in clinical coding practices have been cited as a possible
source of some portion of the improvements.

5. Recommendations: On these bases, the HSCRC should do the following:

a. Review the MHACs and retain those that identify preventable conditions
in a reliable way in a revised MHAC program or incorporate them into a
revised QBR policy in a way that will ensure compliance with the Model
Agreement or the proposed Enhanced Model.

c. Place a greater emphasis on patient satisfaction and patient safety
measures and a limited set of other quality measures that can be
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objectively and reliably measured and benchmarked against national
standards. In particular, ED wait times—which are unacceptably high in
Maryland—should be featured in the revised QBR and the HSCRC should
establish strong financial incentives for improvements in these areas
after taking into account those factors (such as SES, bed availability, and
volume of emergency petition patients) which may influence the ability
of particular hospitals to meet the ED wait time standards.

d. These recommended changes in the QBR, RRIP and MHAC programs
should be implemented in a way that ensures that Maryland will meet
the CMS requirement that its quality programs must be at least as
stringent as those included in the Medicare program elsewhere in the
u.s.

The Medicare Performance Adjustment (MPA)

1.

The HSCRC has approved a final recommendation from the staff which outlines a
Medicare Performance Adjustment (MPA) that is designed to place individual
hospitals at risk for a small portion of their Medicare revenues based on their
ability to control the Total Cost of Care (TCOC) for Medicare FFS beneficiaries
who are assigned to them through a three tier attribution process.

The rationale for the MPA is based substantially on a desire to enhance the
ability of physicians in Maryland to become eligible for MACRA-based bonuses
through participation in Advanced Alternative Payment Models (AAPMs).

The MPA would allow physicians participating with hospitals bearing risk under
the MPA to claim MACRA bonuses and might incentivize them to manage care in
ways that would enhance the likelihood of success in Phase Two of the waiver.

However, serious objections have been raised regarding the reliability and
appropriateness of the attribution methods proposed for the MPA, including the
methods used to assign individuals to hospitals; the peotential absence of
cohesive patient/provider relationships; the challenge of creating and supporting
provider networks that could effectively manage care; the stability and reliability
of the Medicare TCOC target budgets that would be created for the individual
hospitals; and the minimal level of financial incentives initially included in the
program.

Recommendations: Given these concerns, the HSCRC should take the following
steps:

a. The HSCRC should proceed with the MPA for CY 2018, as outlined by
staff, inclusive of any changes that are settled on prior to the start of CY
2018.
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b. The HSCRC should continue to work on the MPA during the first half of CY
2018 to make refinements in it; in addition, the HSCRC should solicit
proposals from the hospitals (individually, as systems or as geographic
groups) for approaches whereby they could be placed at risk for
Medicare FFS TCOC target budgets in CY 2019 and future years using
alternative MPA arrangements that they would create in response to a
number of key criteria that would be established by the HSCRC.

c. The HSCRC should reguire the alternative MPA arrangements to be
consistent with the requirements of the Model Agreement and the
proposed Enhanced Model.

d. The Trend Factor for the Medicare TCOC target budgets would not be
pre-set for CY 2018: it would be tied and reconciled to the Medicare
TCOC test in the waiver agreement.

General Improvement and Clarification of Rate Setting Methodologies

1. Many of the HSCRC's current rate setting methodologies are so complex that
they are not well-understood by hospital CEOs, CFOs, and Commissioners.

2. Methodologies that are not well-understood by the entities that are governed by
them are ineffective tools for providing incentives and driving desired behaviors.

g The complex nature of many of the HSCRC's existing methodologies is a key
source of dissatisfaction with the existing system.

4. Recommendations: On these grounds, the HSCRC should do the following to
improve its rate setting methodologies and enhance their ability to motivate
desired behaviors:

a. Use continuous scales in determining incentive rewards and penalties as
described in Attachment One which provides a draft methodology
whereby the HSCRC can apply incentives and penalties which can be
focused or relaxed, if appropriate, on any segments of the performance
distribution—for example, the HSCRC might elect to apply a modifier
which would remove rewards or penalties from hospitals within any
particular performance range so that the incentives could be focused on
hospitals on the “good” or “bad” ends of the performance distribution.
These choices would be made by the HSCRC as policy decisions in the
context of the particular quality programs upon review of the relevant
information.

b. Eliminate the use of “contingency” structures in which hospitals are put
at risk for the performance of other hospitals at the statewide level.
Hospitals that meet specified target levels of performance should be
entitled to receive their award and should not lose any part of it because
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other hospitals did not meet their targets. If there is a desire to spur
inter-hospital cooperation, a bonus could be applied to the rewards of all
hospitals that operate at or above a specified attainment level and the
penalties applicable to all hospitals that do not reach a specified
attainment level could be reduced if, on the whole, hospital performance
is judged by the HSCRC to meet an acceptable overall standard.

c. Eliminate the use of combined “attainment,” “improvement” and
“consistency” scales. The use of multiple performance metrics of these
kinds greatly adds to the complexity of the methodologies and detracts
from their understandability. Hospitals with higher attainment scores
should always receive higher rewards or lower penalties than hospitals
with lower attainment scores. If the scales are set on a continuous basis,
then improvements are inherently recognized by an attainment-only
scale because improving to higher attainment levels will always bring
either higher rewards or smaller penalties.

d. In constructing methodologies and adjustments, the HSCRC should rely
whenever possible on straightforward, non-complex techniques which
can be readily understood by hospital CEOs, CFOs and Commissioners
who are charged with the task of operating under or establishing and
maintaining key policies. Regression-based adjustments and other more
complex tools should be used only when they provide clearly better
results and are accompanied by persuasive logical and conceptual
rationales.

H. Timing of Proposed Methodological Changes

1.

The HSCRC and the Maryland hospital industry took major steps on the road to a
high value system and achievement of the Triple Aim through the adoption of
the GBRs and other actions that were implemented under the Model
Agreement. However, after nearly four years of experience, we now have an
opportunity to make some important improvements in our rate setting methods
based on experience and feedback from a variety of interested groups.

The proposed changes reflect a significant groundswell of opinion that the
HSCRC should at this time make significant improvements in its key
methodologies to maximize the likelihood that the objectives and requirements
of the current waiver and Phase Two will be met and the interests of the public
will be served.

It is best to make policy changes at the beginning, rather than during, rate
periods. The waiver operates on a calendar year (CY) basis while hospital rate
years run from July 1 through June 30 each year.

11/15/17 9:09 AM
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The elimination of the MSA and the establishment of the budget adjustment
methodology that would provide VCF adjustments subject to the population-
based volume limitations described above should be implemented, effective for
1/1/2018, inclusive of volume changes that occurred during CY 2017 that have
not already been reflected in rate orders. If a brief period of time is needed at
the start of CY 2018 to make these changes, they should be implemented as
quickly as possible retroactive to 1/1/2018. These adjustments should be
implemented in a way that ensures ongoing compliance with the population-
based requirements of the Model Agreement.

The hospitals should be allowed and encouraged to submit alternatives to the
PAU program prior to 7/1/2018 with the start-up of such programs that are
found to be approvable by the HSCRC to begin by 7/1/2018. The improvements
and modifications to the standard PAU policy that were recommended above
should be implemented for 7/1/2018.

The following methodological and other changes should be specified in detail on
a timely basis during the first half of CY 2018 for implementation on 7/1/2018:

a. The rate realignment changes needed to restore the close alignment of

charges and costs on a revenue center basis with any steps that are

appropriate, if necessary, to phase-in any significant impacts on the
relevant waiver tests;

The modification of the RRIP;

The revisions to the MHAC and QBR policies;

d. The proposed solicitation of alternative MPA methods should be issued
by 7/1/2018 with first implementations to occur, if approvable proposals
are received, on 1/1/2019, with later implementations to occur on
7/1/2019 or at later dates depending on hospital responses; and

e. The proposed general clarifications and improvements of rate setting
methodologies, described in Section G, should be implemented effective
7/1/2018 with draft recommendations and policies incorporating these
changes to be brought forward to the Commission for review and
approval on a staged basis during the first half of CY 2018.

o o

Submitted by:

John M/ Colmers
CRC missioner

1/ /151117

Date
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Attachment One:
Illustration of Quality Scoring Tool

EXAMPLE OF CALCULATION OF QUALITY POINTS (FOR
INDIVIDUAL MEASURES, DOMAINS OR TOTAL QUALITY
SCORE)

ASSUME:
BEST MD HOSPITALIS 40% BETTER THAN THE
STANDARD

WORST MD HOSPITAL IS 35% WORSE THAN THE
STANDARD

RANGE = ABSOLUTE VALUE OF BEST TO WORST

ASSUMED MAXIMUM REWARD
ASSUMED MAXIMUM PENALTY

CALCULATION OF REWARD FOR HOSPITALS WITH
SCORES BETTER THAN THE U.S, (OR MARYLAND)
AVERAGE

Assume Haspital "X" has a score which places it at 30%
better than the Standard: it would receive the
following: "Maximum Reward" x (Hospital Score/Best
Hospital Score)

CALCULATION OF REWARD FOR HOSPITALS WITH
SCORES WORSE THAN THE U.S. (OR MARYLAND)
AVERAGE

Assume Hospital "Y" has a score which places it at 25%
worse than the Standard: it would receive the
following: "Maximum Reward" x (Hospital Score/Worst
Hospital Score)

MODIFIER: IN SOME INSTANCES, THE HSCRC MIGHT
WISH TO FOCUS REWARDS AND PENALTIES ON THE
EXTREMES OF THE RANGE. THE FOLLOWING METHOD
ILLUSTRATES ONE WAY IN WHICH THIS OBJECTIVE
COULD BE ACCOMPLISHED USING QUARTILES. DECILES
OR ANY OTHER SEGMENTATION OF THE DISTRIBUTION
COULD BE USED TO FACILITATE THE FOCUSING OF
REWARDS AND PENALTIES ON ANY SEGMENT OF THE
DISTRIBUTION.

Assumed Adjustment Factors

Assumed Hospital "X" or "Y" Unmeodified Reward or
Penalty

Adjusted Reward or Penalty

Note: Adjusted Rewards and Penalties would be
capped at pre-set maximum levels.

40%
-35%
75%
2%
-2%
Max
Reward Reward
1.50% 2%
Max
Penalty Penalty
-1.43% -2%
Best
Quartile
1.25
1.50%
1.8750%

(

Example
Best Example: Hosp X/
Hospital Hosp "X" Best Hosp

a0% 30% 75%
Example
Hosp Y/
Worst Example: Worst
Hospital Hosp "Y" Hosp
-35% -25% 71%
Middle Middie
Quartile Quartile Worst
“Good") ("Bad“) Quartile
1.00 1.00 125
1.25% ~0.75% -1.43%
1.2500% -0.7500% -1.7857%
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Monitoring Maryland Performance

Financial Data
Year to Date through October 2017

Source: Hospital Monthly Volume and Revenue and Financial Statement Data
Run: December 2017

HSCRC
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The per capita growth data pertaining to the Medicare FFS beneficiary counts
beginning January |,2017 have been revised. CMS has changed the enrollment
source for the Chronic Condition Data Warehouse (CCW) from the Enrollment

Database (EDB) to the Common Medicare Environment (CME) database.
Part A changed very slightly and Part B is more noticeably changed.
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Gross All Payer Revenue Growth

FY 2018 (July - October 2017 over July - October 2016) and CY 2017 (Jan-October 2017 over Jan-October 2016)

25.00%

20.00%

15.00%

10.00%

5.00%

0.00%

-5.00%

-10.00%

-15.00%

-20.00%

-25.00%

® Total Revenue M In State Revenue

4.78%  4.97%

FY In-State Revenue = 91.48%
FY Out of State Revenue = 8.52%

FY2018

Out of State Revenue

4.94% 4.98% 4.51%

CY In-State Revenue =91.45%
CY Out of State Revenue = 8.55%

CY2017

These figures are not adjusted for the undercharge that occurred Jul-Dec 2016.
The State’s Fiscal Year begins July 1
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Gross Medicare Fee for Service Revenue Growth

FY 2018 (July - October 2017 over July - October 2016) and CY 2017 (Jan-October 2017 over Jan-October 2016)

Total Revenue In State Revenue Out of State Revenue
25.00%
20.00%
15.00%
10.00?
0.00% 6.72%
5.00% 3.86% 3.82% 4.32% 4.18% 3.96%
0.00%
-5.00% FY FFS In-State Revenue = 91.93% CY FFS In-State Revenue = 91.95%
FY FFS Out of State Revenue = 8.07% CY FFS Out of State Revenue = 8.05%
-10.00%
-15.00%
-20.00%
-25.00%
FY2018 CY2017

These figures are not adjusted for the undercharge that occurred in Jul-Dec 2016.
The State’s Fiscal Year begins July 1
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Hospital Revenue Per Capita Growth Rates

FY 2018 (July-October 2017 over July-October 2016) and CY 2017 (Jan-October 2017 over Jan-October
2016)

m All-Payer In-State B Medicare FFS In-State
25.00%

20.00%
15.00%
10.00%

4.59% 4.60%
5.00% 2.91% 3.05%

. - B B
-5.00%
-10.00%
-15.00%
-20.00%

-25.00%
FY2018 CY2017

These figures are not adjusted for the undercharge that occurred in July-December 2016.
The State’s Fiscal Year begins July 1 HSCRC
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Operating and Total Profits

Fiscal Year 2018 (July - October 2017) Compared to Same Period in Fiscal Year 2017 (July - October 2016)

B FY 2018 mFY 2017

8.00%

7.00% 6.72%

5.99% 6.16%
6.00% 5.60%

5.00%

4.00% 3.69%

3.12%
3.00%

2.00% 1.59%

1.00% 0.51%

0.00%
All Operating 25th Percentile Median 75th Percentile  Rate Regulated Total Profit
Only Margin

FY 2018 unaudited hospital operating profits to date show an increase of .73 percentage points in total
operating profits compared to the same period in FY 2017. Rate regulated profits for FY 2018 have increased
by 1.32 percentage points compared to the same period in FY 2017.
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Total Operating Profits by Hospital

Fiscal Year 2018 (July - October 2017)

30.00%
20.00%

10.00%

0.00% .lllllllllllIIIIIIIIIII|||||‘III“““‘

[
-10.00% |
-20.00%

-30.00%
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Regulated and Total Operating Profits

Fiscal Year 2018 (July - October 2017)

30.00%
20.00%
10.00%

0.00% " ‘ll I I

-10.00%

-20.00%

-30.00%

mmm Regulated Profits  —e—Total Operating Profits

HSCRC
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Monitoring Maryland Performance
Financial/Utilization Data

Calendar Year to Date through October 2017

Source: Hospital Monthly Volume and Revenue Data

The per capita growth data pertaining to the Medicare FFS beneficiary counts beginning January |,
2017 have been revised. CMS has changed the enrollment source for the Chronic Condition Data

Warehouse (CCW) from the Enrollment Database (EDB) to the Common Medicare Environment
(CME) database. Part A changed very slightly and Part B is more noticeably changed.
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Annual Trends for ADK Annualized

All Payer and Medicare Fee For Service (CY 2013 through CY 2017 October)

All Payer
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Actual Admissions by Calendar YTD October

(CY 2013 through CY 2017)

500,000 470,685

435,261
449,099 435
429,709 453 653

450,000
400,000
350,000
300,000
250,000
200,000 190,652 183,871 15, 611 178,101 175 391
150,000
100,000

50,000

All Payer Admissions - Actual Medicare FFS Admissions -Actual
mCY13TD mCY14TD ™= CY15TD © CY1eTD mCY17TD
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Change in Admissions by Calendar YTD October

(CY 2013 through CY 2017)

_ Change in All Payer Admissions CYTDI3 vs.CYTDI14 = -4.59%
Change in All Payer Admissions CYTDI14 vs. CYTDI5 = -3.08%
Change in All Payer Admissions CYTDI5 vs.CYTDI16 = -1.28%
Change in All Payer Admissions CYTDI16 vs.CYTDI7 = -1.41%

Change in ADK CYTD I3 vs.CYTD 14 =-5.16%
Change in ADK CYTD 14 vs.CYTD 15 =-3.53%
Change in ADK CYTD I5vs.CYTD 16 =-1.63%
Change in ADK CYTD 16 vs.CYTD 17 =-1.41%

Change in Medicare FFS Admissions CYTDI3 vs. CYTDI14 = -3.56%
Change in Medicare FFS Admissions CYTDI14 vs. CYTDI5 = -0.69%
Change in Medicare FFS Admissions CYTDI5 vs. CYTDI16 = -2.47%
Change in Medicare FFS Admissions CYTDI16 vs. CYTDI7 = -3.21%

Change in Medicare FFSADK CYTD 13 vs.CYTD 14= -6.59%
Change in Medicare FFSADK CYTD 14 vs.CYTD I5= -3.70%
Change in Medicare FFSADK CYTD I5vs.CYTD 16 = -4.10%
Change in Medicare FFSADK CYTD 16 vs.CYTD 17 = -4.22%
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Annual Trends for BDK Annualized

All Payer and Medicare Fee For Service (CY 2013 through CY 2017 October)

All Payer
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Actual Bed Days by Calendar YTD October

(CY 2013 through CY 2017)

2,500,000
2,212,995
2475973, 139,466
LTT2,134,002 5 495,066
2,000,000
1,500,000
1,002,146
995,606 990,513 979,955 940737
1,000,000 !
500,000
All Payer Bed Days-Actual Medicare FFS Bed Days - Actual
B CY13TD ™ CY14TD mCY15TD © CY16TD mCY17TD
Note - The bed days do not include out of state migration or specialty psych and rehab hospitals. HSCRC
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Change in Bed Days by Calendar YTD October

(CY 2013 through CY 2017)

Change in All Payer Bed Days CYTDI3 vs.CYTDI14 = -1.67%
Change in All Payer Bed Days CYTDI14 vs. CYTDI5 = -1.68%
Change in All Payer Bed Days CYTDI5 vs. CYTDI16 = -0.26%
Change in All Payer Bed Days CYTDI16 vs.CYTDI7 = -1.82%

Change in BDK CYTD 13 vs.CYTD 14 =-2.27%
Change in BDK CYTD 14 vs.CYTD 15 =-2.13%
Change in BDK CYTD I5 vs.CYTD 16 =-0.61%
Change in BDK CYTD 16 vs.CYTD 17 =-1.82%

Change in Medicare FFS Bed Days CYTDI3 vs.CYTDI14 = -0.65%
Change in Medicare FFS Bed Days CYTDI14 vs. CYTDI5 = -0.51%
Change in Medicare FFS Bed Days CYTDI5 vs. CYTDI16 = -1.07%
Change in Medicare FFS Bed Days CYTDI16 vs. CYTDI7 = -4.00%

Change in Medicare FFS BDK CYTD 13 vs.CYTD 14 = -3.79%
Change in Medicare FFS BDK CYTD 14 vs.CYTD I5= -3.53%
Change in Medicare FFS BDK CYTD I5 vs.CYTD 16 = -2.73%
Change in Medicare FFS BDK CYTD 16 vs. CYTD 17 = -5.00%
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Annual Trends for EDK Annualized

400
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Actual Emergency Department Visits by Calendar
YTD October (CY 2013 through CY 2017)
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Change in ED Visits by Calendar YTD October

(CY 2013 through CY 2017)

Change in ED Visits CYTD 13 vs.CYTD 14 =-0.71%
Change in ED Visits CYTD 14 vs.CYTD 15 = 0.49%
Change in ED Visits CYTD |5 vs.CYTD 16 = -2.18%
Change in ED Visits CYTD 16 vs. CYTD 17 = -2.86%

Change in EDK CYTD 13 vs.CYTD 14 = -1.31%
Change in EDK CYTD 14 vs.CYTD I5= 0.01%
Change in EDK CYTD 15 vs.CYTD 16 = -2.53%
Change in EDK CYTD 16 vs.CYTD 17 = -2.86%
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Purpose of Monitoring Maryland Performance

Evaluate Maryland’s performance against All-Payer
Model requirements:

All-Payer total hospital per capita revenue growth ceiling for Maryland residents tied to
long term state economic growth (GSP) per capita

= 3.58% annual growth rate

* Medicare payment savings for Maryland beneficiaries compared to dynamic national
trend. Minimum of $330 million in savings over 5 years

 Patient and population centered-measures and targets to promote population health
improvement
= Medicare readmission reductions to national average

= 30% reduction in preventable conditions under Maryland’s Hospital Acquired
Condition program (MHAC) over a 5 year period

= Many other quality improvement targets

} | 9 Health Services Cost
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Data Caveats

* Data revisions are expected.

* For financial data if residency is unknown, hospitals report this as a Maryland
resident. As more data becomes available, there may be shifts from Maryland to
out-of-state.

* Many hospitals are converting revenue systems along with implementation of
Electronic Health Records. This may cause some instability in the accuracy of
reported data. As a result, HSCRC staff will monitor total revenue as well as the split
of in state and out of state revenues.

* All-payer per capita calculations for Calendar Year 2015 CY 2016 and FY 2017 rely on
Maryland Department of Planning projections of population growth of .36% for FY18
and FY17, .52% for FY 16, and .52% for CY 15. Medicare per capita calculations use
actual trends in Maryland Medicare beneficiary counts as reported monthly to the
HSCRC by CMMI.

} 20 Health Services Cost
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Cases Closed

The closed cases from last month are listed in the agenda



Docket
Number

2399A
2402A
2403A
2406A
2407A
2409A
2410A
2411A
2412A
2413A
2414N
2415A
2416A
2417A

2418A

H.S.C.R.C's CURRENT LEGAL DOCKET STATUS (OPEN)
AS OF DECEMBER 5, 2017

A: PENDING LEGAL ACTION :
B: AWAITING FURTHER COMMISSION ACTION:
C: CURRENT CASES:

Hospital
Name

Priority Partners

MedStar Medicare Choice

MedStar Family Choice

Maryland Physicians Care

Johns Hopkins Health System
University of Maryland Medical System
University of Maryland Medical System
University of Maryland Medical System
University of Maryland Medical System
University of Maryland Medical System
Garrett Regional Medical Center
Johns Hopkins Health System

Johns Hopkins Health System

Johns Hopkins Health System

Johns Hopkins Health System

NONE
NONE

Date
Docketed

8/28/2017
9/15/2017
9/15/2017
10/16/2017
10/20/2017
11/2/2017
11/2/2017
11/8/2017
11/8/2017
11/9/2017

11/27/2017

11/28/2017
11/28/2017
11/29/2017

11/29/2017

PROCEEDINGS REQUIRING COMMISSION ACTION - NOT ON OPEN DOCKET

Decision
Required by:

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A

12/27/2017

N/A
N/A
N/A

N/A

Rate Order
Must be
Issued by:

N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
N/A
4/26/2018
N/A
N/A
N/A

N/A

Purpose

ARM
ARM
ARM
ARM
ARM
ARM
ARM
ARM
ARM
ARM

IRC
ARM
ARM
ARM
ARM

Analyst's
Initials

AP
DNP
AP
AP
DNP
DNP
AP
DNP
DNP
DNP
CK
DNP
DNP
DNP
DNP

File
Status
OPEN
OPEN
OPEN
OPEN
OPEN
OPEN
OPEN
OPEN
OPEN
OPEN
OPEN
OPEN
OPEN
OPEN

OPEN



IN RE: THE ALTERNATIVE * BEFORE THE HEALTH

RATE APPLICATION OF * SERVICES COST REVIEW
THE JOHNS HOPKINS HEALTH * COMMISSION
SYSTEM * DOCKET: 2017

* FOLIO: 2209
BALTIMORE, MARYLAND * PROCEEDING 2399A

Final Recommendation

December 13, 2017



1. Introduction

On August 28, 2017, Johns Hopkins Health System (“JHHS,” or the “System”) filed an
application for an Alternative Method of Rate Determination pursuant to COMAR 10.37.10.06 on
behalf of Johns Hopkins Hospital, Johns Hopkins Bayview Medical Center, Suburban Hospital,
and Howard County General Hospital (“the Hospitals”). The System seeks renewal for the
continued participation of Priority Partners, Inc. in the Medicaid Health Choice Program. Priority
Partners, Inc. is the entity that assumes the risk under the contract. The Commission most recently
approved this contract under proceeding 2399A for the period from January 1, 2017 through
December 31, 2018. The Hospitals are requesting to renew this contract for a one-year period
beginning January 1, 2018.

I1. Background

Under the Medicaid Health Choice Program, Priority Partners, a provider-sponsored
Managed Care Organization (“MCQO”) sponsored by the Hospitals, is responsible for providing a
comprehensive range of health care benefits to Medical Assistance enrollees. Priority Partners was
created in 1996 as a joint venture between Johns Hopkins Health Care (JHHC) and the Maryland
Community Health System (MCHS) to operate an MCO under the Health Choice Program. Johns
Hopkins Health Care operates as the administrative arm of Priority Partners and receives a
percentage of premiums to provide services such as claim adjudication and utilization management.
MCHS oversees a network of Federally Qualified Health Clinics and provides member expertise in
the provision of primary care services and assistance in the development of provider networks.

The application requests approval for the Hospitals to continue to provide inpatient and



outpatient hospital services, as well as certain non-hospital services, while the MCO receives a
State-determined capitation payment. Priority Partners pays the Hospitals HSCRC-approved rates
for hospital services used by its enrollees. The Hospitals supplied information on their most recent
experience as well as their preliminary projected revenues and expenditures for the upcoming year
based on the initially revised Medicaid capitation rates.

Priority Partners is a major participant in the Medicaid Health Choice program, providing
managed care services to 25.2% of the State’s MCO population, up from 24.5% in CY 2016.

III. Staff Review

This contract has been operating under the HSCRC’s initial approval in proceeding 2399A.
Staff reviewed the operating performance under the contract as well as the terms of the capitation
pricing agreement. Staff reviewed available final financial information and projections for CYs
2016, 2017, and 2018. The statements provided by Priority Partners to staff represent both a “stand-
alone” and “consolidated” view of Priority’s operations. The consolidated picture reflects certain
administrative revenues and expenses of Johns Hopkins Health Care. When other provider-based
MCOs are evaluated for financial stability, their administrative costs relative to their MCO business
are included as well; however, they are all included under the one entity of the MCO.

The consolidated financial performance of Priority Partners was favorable in CY 2016.
Priority Partners is projecting to have favorable performance in CY 2017 and an unfavorable

performance in CY 2018.



IV. Recommendation

With the exception of CY 2015, Priority Partners has continued to achieve favorable

consolidated financial performance in recent years. Based on past and projected performance,

staff believes that the proposed renewal arrangement for Priority Partners is acceptable under

Commission.

Therefore:

1)

2)

3)

Staff recommends approval of this alternative rate application for a one-year period
beginning January 1, 2018.

Since losses over an extended period of time may be construed as a loss contract
necessitating termination of this arrangement, staff will continue to monitor financial
performance in CY 2017, and the MCOs expected financial status into CY 2018.
Therefore, staff recommends that Priority Partners report to Commission staff (on or
before the September 2018 meeting of the Commission) on the actual CY 2017
experience, and preliminary CY 2018 financial performance (adjusted for seasonality)
of the MCO, as well as projections for CY 2019.

Consistent with its policy paper outlining a structure for review and evaluation of
applications for alternative methods of rate determination, the staff reccommends that
this approval be contingent upon the continued adherence to the standard
Memorandum of Understanding with the Hospitals for the approved contract. This
document formalizes the understanding between the Commission and the Hospitals,

and includes provisions for such things as payments of HSCRC-approved rates,



treatment of losses that may be attributed to the managed care contract, quarterly and
annual reporting, the 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 also stipulates that operating losses under

managed care contracts may not be used to justify future requests for rate increases.



IN RE: THE ALTERNATIVE * BEFORE THE HEALTH

RATE APPLICATION OF * SERVICES COST REVIEW
MEDSTAR HEALTH * COMMISSION
SYSTEM * DOCKET: 2017

* FOLIO: 2212
COLUMBIA, MARYLAND * PROCEEDING: 2402A

Staff Recommendation

December 13, 2017



1. Introduction

On September 15, 2017, MedStar Health filed an application for an Alternative Method
of Rate Determination pursuant to COMAR 10.37.10.06 on behalf of MedStar Franklin Square
Hospital, MedStar Good Samaritan Hospital, MedStar Harbor Hospital, MedStar Union
Memorial Hospital, MedStar Montgomery Medical Center, MedStar Southern Maryland
Hospital Center, and MedStar St. Mary’s Hospital (the “Hospitals”). MedStar Health seeks
approval for MedStar Family Choice (“MFC”) to continue to participate in a Centers for
Medicare and Medicaid Services (CMS) approved Medicare Advantage Plan. MedStar Family
Choice is the MedStar entity that assumes the risk under this contract. The Hospitals are
requesting an approval for one year beginning January 1, 2018.

I1. Background

MFC has been operating a CMS-approved Medicare Advantage Plan under the plan name
of MedStar Medicare Choice for five years in the District of Columbia. In 2014, CMS granted
MFC permission to expand under the same Medicare Advantage plan number to provide
coverage to Maryland eligible residents in Anne Arundel, Baltimore, Calvert, Charles, Harford,
Howard, Prince George’s, St. Mary’s counties and Baltimore City. However, beginning in CY
2018. MFC will reduce its service area to Harford, Howard, and Prince George’s counties and
Baltimore City. The application requests continued approval for MFC to provide inpatient and
outpatient hospital services, as well as certain non-hospital services in its service area, in return
for a CMS-determined capitation payment. MFC will continue to pay the Hospitals HSCRC-
approved rates for hospital services used by its enrollees.

MFC supplied financial projections for its operations in Maryland for CY 2017 through



CY 2020.

III. Staff Review

Staff reviewed the reviewed the financial projections for CY 2018 through CY 2020, as
well as MFC’s experience and projections for CY 2017. The information reflected significant
negative financial results through CY 2019 and a break-even result for CY 2020. In addition,
based on its Medical Loss Ratios, MFC has been covering its medical costs but not its
administrative costs. Staff also noted a significant reduction in the number of plan members and
revenue associated with the reduction in service area beginning in CY 2018.

IV. Recommendation

Based on its review of the financial projections, staff has concerns with the continued
approval of this arrangement:

e Staff does not have information regarding the effect on MFC’s financial results
of the reduction in service area and the resulting sharp decline in membership
beginning in CY 2018.

e This arrangement has had significant negative financial results for three years,
CYs 2015, 2016, and 2017.

e MFC is projecting somewhat smaller losses for two more years, CY 2018 and
CY 2019 with MFC essentially breaking even in CY 2020. It should be noted that
last year MFC projected positive financial results for CY 2017.

e Five years of negative financial results is concerning to the staff. Consequently,
although staff may recommend continuation under the existing Memorandum of

Understanding with the MedStar System, staff believes that this arrangement



requires additional monitoring and oversite.

Therefore, staff recommends conditional approval of the Hospitals’ request to continue to
participate in CMS’ Medicare Part C Medicare Advantage Program for a period of one year
beginning January 1, 2018. The Hospitals must file a renewal application annually for continued
participation. The conditions for approval are:

e MFC must meet with HSCRC staff prior to August 31, 2018 to review its
financial projections for CY 2019.

e MFC must submit a copy to the Commission of its quarterly and annual National
Association of Insurance Commissioners’ (NAIC’s) reports within 15 days of
submission to the NAIC.

e MFC shall submit on a quarterly basis, 15 days after submitting its quarterly and
annual NAIC reports, in the format provided by staff, a comparison of MFC’s
budgeted financial data with its actual experience for CY 2018 as reported in
MEFC’s quarterly NAIC report. MFC shall also provide a detailed explanation of
any material unfavorable differences between the budget and actual experience.

Consistent with its policy paper regarding applications for alternative methods of rate
determination, the staff recommends that this approval also be contingent upon the execution of
the standard Memorandum of Understanding ("MOU") with the Hospitals for the approved
contract. This document would formalize the understanding between the Commission and the
Hospitals, and would include provisions for such things as payments of HSCRC-approved rates,
treatment of losses that may be attributed to the contract, quarterly and annual reporting,

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



alteration, on-going monitoring, and other issues specific to the proposed contract. The MOU
will also stipulate that operating losses under the contract cannot be used to justify future

requests for rate increases.
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1. Introduction

On September 15, 2017, MedStar Health filed an application for an Alternative Method of
Rate Determination pursuant to COMAR 10.37.10.06 on behalf of the MedStar Hospitals (“the
Hospitals”). MedStar Health seeks renewal for the continued participation of MedStar Family
Choice (“MFC”) in the Medicaid Health Choice Program. MedStar Family Choice is the MedStar
entity that assumes the risk under this contract. The Commission most recently approved this
contract under proceeding 2403A for the period from January 1, 2017 through December 31, 2017.
The Hospitals are requesting to renew this contract for one year beginning January 1, 2018.

I1. Background

Under the Medicaid Health Choice Program, MedStar Family Choice, a Managed Care
Organization (“MCQO”) sponsored by the Hospitals, is responsible for providing a comprehensive
range of health care benefits to Medical Assistance enrollees. The application requests approval
for the Hospitals to provide inpatient and outpatient hospital services, as well as certain non-
hospital services, while MFC receives a State-determined capitation payment. MFC pays the
Hospitals HSCRC-approved rates for hospital services used by its enrollees. MFC provides
services to 7.4% of the total number of MCO enrollees in Maryland, which represents which
represents approximately the same market share as CY 2016

The Hospitals supplied information on their most recent experience as well as their
preliminary projected revenues and expenditures for the upcoming year based on the Medicaid

capitation rates.



III. Staff Review

This contract has been operating under previous HSCRC approval (proceeding 2403A).
Staff reviewed the operating performance under the contract as well as the terms of the capitation
pricing agreement. Staff reviewed available final financial information and projections for CYs
2016, 2017, and 2018. Over this three year period, profits, based on Medstar’s October projections,
have improved from a small loss in CY 2016 to projected profits in CY 2017 and CY 2018;
however, it should be noted that Medicaid data from August anticipated a net loss in CY 2017.

IV. Recommendation

(1) Staff recommends approval of this alternative rate application for a one-year period
beginning January 1, 2018.

(2) Since losses may be construed as a loss contract necess itating ter mination o f t his
arrangement, staff is recommending the following actions:

a. On the earlier of July 1, 2018 or if /when M edicaid app lies a mid-year
adjustment, MFC shall report to HSCRCstaff on the impact that any such
adjustment is expected to have on CY 2018 financial performance.

b. HSCRUC staff shall be cognizant of the MCO’s financial performance and
the potential for a loss contract in considering any requested adjustments
to rates or global budgets of the associated hospitals during FYs 2018 and
2019.

c. In additio n to the report prov  ided in (2 )(a), MFC shall repo rtto
Commission staff (on or before th e September 2018 meeting of the

Commission) on the actual CY 2017 experience and preliminary CY 2018



financial performance (adjusted for se asonality) of the MCO, as well as
projections for CY 2019.

(3) Consistent with its policy paper outlining a structure for review and evaluatio n of
applications for alternative methods of rate determination, the staff reccommends that
this appro val be co ntingent u pon the continued adherence to the stan dard
Memorandum of Understanding with the Ho spitals for the approved contract. T his
document formalizes the understanding between the Commission and the Hospitals,
and includes provisions for such things as payments of HSCRC-approved rates,
treatment of losses that may be attributed to the managed care contract, quarterly
and annua 1 reporting, the confidentialit y of data submitted, penalties for
noncompliance, project termination and/or  alteration, on-going monitoring, and
other issues specific to the proposed contract The MOU also stipuhtes that operating
losses under managed care contracts may not be used to justify future requests for

rate increases.
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On October 16, 2017, Saint Agnes Health System, Western Maryland Health System, Holy
Cross Health, and Meritus Health (“the Hospitals™) filed an application for an Alternative Method
of Rate Determination pursuant to COMAR 10.37.10.06. The Hospitals seek renewal for the
continued participation of Maryland Physicians Care (“MPC”) in the Medicaid Health Choice
Program. MPC is the entity that assumes the risk under this contract. The Commission most
recently approved this contract under proceeding 2406A for the period January 1, 2017 through
December 31, 2017. The Hospitals are requesting to renew this contract for one year beginning
January 1, 2018.

II. Background

Under the Medicaid Health Choice Program, MPC, a Managed Care Organization
(“MCO”) sponsored by the Hospitals, is responsible for providing a comprehensive range of health
care benefits to Medical Assistance enrollees. The application requests approval for the Hospitals
to provide inpatient and outpatient hospital services as well as certain non-hospital services, while
the MCO receives a State-determined capitation payment. MPC pays the Hospitals HSCRC-
approved rates for hospital services used by its enrollees. MPC is a major participant in the
Medicaid Health Choice program, and provides services to 18.7% of the total number of MCO
enrollees in Maryland, which represents approximately the same market share as CY 2016.

The Hospitals supplied information on their most recent experience as well as their
preliminary projected revenues and expenditures for the upcoming year based on the revised

Medicaid capitation rates.

III. Staff Review




This contract has been operating under previous HSCRC approval (Proceeding 2406A).
Staff reviewed the operating performance under the contract as well as the terms of the capitation
pricing agreement. Staff reviewed available final financial information and projections for CY's
2016, 2017, and 2018. In recent years, the financial performance of MPC overall has been
marginally favorable with unfavorable performance in CY 2015 (as with all of the provider-based
MCOs), favorable performance in CY 2016 and favorable projections for CYs 2017 and 2018.

IV. Recommendation

With the exception of CY 2015, MPC has generally maintained favorable performance in
recent years. However, all of the provider-based MCOs incurred losses in CY 2015. Based on past
and projected performance, staff believes that the proposed renewal arrangement for MPC is
acceptable.

Therefore:

(1) Staff recommends approval of this alternative rate application for a one-year period
beginning January 1, 2018.

(2) Since losses over an extended period of time may be construed as a loss contract
necessitating termination of this arrangement, staff will continue to monitor financial
performance for CY 2017 and the MCQO’s expected financial status into CY 2018.
Staff recommends that Maryland Physicians Care report to Commission staff (on or
before the September 2018 meeting of the Commission) on the actual CY 2017
experience, preliminary CY 2018 financial performance (adjusted for seasonality) of
the MCO, as well as projections for CY 2019.

(3) Consistent with its policy paper outlining a structure for review and evaluation of



applications for alternative methods of rate determination, the staff reccommends that
this approval be contingent upon the continued adherence to the standard
Memorandum of Understanding with the Hospitals for the approved contract. This
document formalizes the understanding between the Commission and the Hospitals,
and includes provisions for such things as payments of HSCRC-approved rates,
treatment of losses that may be attributed to the managed care contract, quarterly
and annual reporting, the 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 also stipulates that operating
losses under managed care contracts may not be used to justify future requests for

rate increases.
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1. Introduction

On October 16, 2017, the Johns Hopkins Health System (JHHS) filed an application for
an Alternative Method of Rate Determination pursuant to COMAR 10.37.10.06 on behalf of its
constituent hospitals (the “Hospitals”). JHHS seeks approval for Hopkins Health Advantage.
Inc. (“HHA”) to continue to participate in a Centers for Medicare and Medicaid Services (CMS)
approved Medicare Advantage Plan. HHA is the JHHS entity that assumes the risk under this
contract. JHHS is requesting an approval for one year beginning January 1, 2018.

I1. Background

On September 1, 2015, CMS granted HHA approval to operate a Medicare Advantage
Plan to provide coverage to Maryland eligible residents in Anne Arundel, Baltimore, Calvert,
Carroll, Howard, Montgomery, Somerset, Washington, Wicomico, Worcester counties and
Baltimore City. The application requests approval for HHA to provide inpatient and outpatient
hospital services, as well as certain non-hospital services, in return for a CMS-determined
capitation payment. HHA will pay the Hospitals HSCRC-approved rates for hospital services

used by its enrollees. HHA supplied a copy of its contract with CMS.

III. Staff Review

Staff reviewed the reviewed the financial projections for CY 2018, as well as HHA’s
experience and projections for CY 2017. The information reflected the anticipated negative
financial results associated with start-up of a Medicare Advantage Plan.

IV. Recommendation

Based on the financial projections, staff believes that the proposed arrangement for HHA



is acceptable under Commission policy.Therefore, staff recommends that the Commission
approve the Hospitals’ request to participate in CMS’ Medicare Part C Medicare Advantage
Program for a period of one year beginning January 1, 2018. The Hospitals must file a renewal
application annually for continued participation. In addition, HHA must meet with HSCRC staff
prior to August 31, 2018 to review its financial projections for CY 2019. In addition, HHA must
submit a copy of its quarterly and annual National Association of Insurance Commissioner’s
(NAIC’s) reports within 30 days of submission to the NAIC.

Consistent with its policy paper regarding applications for alternative methods of
rate determination, the staff recommends that this approval be contingent upon the execution of
the standard Memorandum of Understanding ("MOU") with the Hospitals for the approved
contract. This document would formalize the understanding between the Commission and the
Hospitals, and would include provisions for such things as payments of HSCRC-approved rates,
treatment of losses that may be attributed to the contract, quarterly and annual reporting,
confidentiality of data submitted, penalties for noncompliance, project termination and/or
alteration, on-going monitoring, and other issues specific to the proposed contract. The MOU
will also stipulate that operating losses under the contract cannot be used to justify future

requests for rate increases.
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1. Introduction

On November 2, 2017, the University of Maryland Medical System (UMMS) filed an
application for an Alternative Method of Rate Determination pursuant to COMAR 10.37.10.06
on behalf of its constituent hospitals (the “Hospitals”). UMMS seeks approval for University of
Maryland Health Advantage, Inc. (“‘UMHA”) to continue to participate in a Centers for Medicare
and Medicaid Services (CMS) approved Medicare Advantage Plan. UMHA is the UMMS entity
that assumes the risk under this contract. UMHA is requesting an approval for one year
beginning January 1, 2018.

I1. Background

On September 1, 2015, CMS granted UMHA approval to operate a Medicare Advantage
Plan to provide coverage to Maryland eligible residents in Anne Arundel, Baltimore, Caroline,
Cecil, Carroll, Dorchester, Harford, Howard, Kent, Montgomery, Queen Anne’s, Talbot counties
and Baltimore City. The application requests approval for UMHA to provide for inpatient and
outpatient hospital services, as well as certain non-hospital services, in return for a CMS-
determined capitation payment. UMHA will pay the Hospitals HSCRC-approved rates for
hospital services used by its enrollees. UMHA supplied staff with a copy of its contract with

CMS.

III. Staff Review

Staff reviewed the reviewed the financial projections for CY 2018, as well as UMHA’s
experience and projections for CY 2017. The information reflected the anticipated negative

financial results associated with start-up of a Medicare Advantage Plan.



IV. Recommendation

Based on the financial projections, staff believes that the proposed arrangement for
UMHA is acceptable under Commission policy. Therefore, staff recommends that the
Commission approve the Hospitals’ request to participate in CMS’ Medicare Part C Medicare
Advantage Program for a period of one year beginning January 1, 2018. UMHA must meet with
HSCRC staff prior to August 31, 2018 to review its financial projections for CY 2019. In
addition, UMHA must submit to the Commission a copy of its quarterly and annual National
Association of Insurance Commissioners’ (NAIC’s) reports within 30 days of submission to the
NAIC.

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

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

On November 2, 2017, University of Maryland Health Partners, Inc. (UMHP), a Medicaid
Managed Care Organization (“MCO”), on behalf of The University of Maryland Medical System
Corporation (“the Hospitals”), filed an application for an Alternative Method of Rate
Determination (“ARM”) pursuant to COMAR 10.37.10.06. UMHP and the Hospitals seek
approval for the MCO to continue to participate in the Medicaid Health Choice Program. UMHP
is the entity that assumes the risk under this contract. The Commission most recently approved
this contract under proceeding 2410A for the period from January 1, 2017 through December 31,
2017. The former MCO known as Riverside was purchased by University of Maryland Medical
System Corporation in August 2015. UMHP and the Hospitals are requesting to implement this
new contract for one year beginning January 1, 2018.

II. Backeground

Under the Medicaid Health Choice Program, UMHP, an MCO owned by the Hospitals, is
responsible for providing a comprehensive range of health care benefits to Medical Assistance
enrollees. The application requests approval for the Hospitals to provide inpatient and outpatient
hospital services as well as certain non-hospital services, while the MCO receives a State-
determined capitation payment. UMHP pays the Hospitals HSCRC-approved rates for hospital
services used by its enrollees. UMHP is a relatively small MCO providing services to 3.5% of the
total number of MCO enrollees in the HealthChoice Program, which represents approximately the
same market share as CY 2015.

UMHP supplied information on its most recent financial experience as well as its

preliminary projected revenues and expenditures for the upcoming year based on the revised



Medicaid capitation rates.

III. Staff Review

This contract has been operating under previous HSCRC approval (proceeding 2410A).
Staff reviewed the operating financial performance under the contract. Staff reviewed available
final financial information and projections for CYs 2016, 2017, and 2018. UMHP reported
breakeven financial performance for CY 2016. Initial projections for CYs 2017 and 2018 are
unfavorable; however, it should be noted that for CY 2017 UMHP has amended its projection to
favorable because of implementing claims and vendor management initiatives and because of a
prior year settlement with the State.

IV. Recommendation

Since Riverside/UMHP has only been in operations as a MCO for four years, one would
expect multiple years of losses because of ramp up, but Riverside has had breakeven years and
years of profitability. Nevertheless, staff does have concerns that UMHP’s low market share and
limited rate increases will make it difficult for them to not operate as a loss leader.

Therefore:

(1) Staff recommends approval of this alternative rate application for a one-year period
beginning January 1, 2017; however, staff is placing UMHP on a watch list as
described in item (2) below.

(2) Since losses, such as those currently being experienced by UMHP, may be construed
as a loss contract necessitating termination of this arrangement, staff is
recommending the following actions:

a. On the earlier of July 1, 2018 or if/when Medicaid applies a mid-year



adjustment, UMHP shall report to HSCRC staff on the impact that any
such adjustment is expected to have on CY 2018 financial performance.

b. HSCRC staff shall be cognizant of the MCO’s financial performance and
the potential for a loss contract in considering any requested adjustments
to rates or global budgets of the associated hospitals during FYs 2018 and
2019.

c. In addition to the report provided in (2)(a), UMHP shall report to
Commission staff (on or before the September 2018 meeting of the
Commission) on the actual CY 2017 experience, preliminary CY 2018
financial performance (adjusted for seasonality) of the MCO, as well as
projections for CY 2019.

(3) Consistent with its policy paper outlining a structure for review and evaluation of
applications for alternative methods of rate determination, the staff recommends
that this approval be contingent upon the continued adherence to the standard
Memorandum of Understanding with the Hospitals for the approved contract.
This document formalizes the understanding between the Commission and the
Hospitals, and includes provisions for such things as payments of HSCRC-
approved rates, treatment of losses that may be attributed to the managed care
contract, quarterly and annual reporting, the 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 also

stipulates that operating losses under managed care contracts may not be used to



justify future requests for rate increases.
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I. INTRODUCTION

The University of Maryland Medical Center (“Hospital”) filed an application with the
HSCRC on November 9, 2017 requesting approval to continue its participation in a global rate
arrangement with BlueCross and BlueShield Association Blue Distinction Centers for solid
organ and blood and bone marrow transplant services for a period of one year beginning
December 1, 2017.

II. OVERVIEW OF APPLICATION

The contract will continue to be held and administered by University Physicians, Inc.
(UPI), which is a subsidiary of the University of Maryland Medical System. UPI will continue to
manage all financial transactions related to the global price contract including payments to the

Hospital and bear all risk relating to services associated with the contract.

ITII. FEE DEVELOPMENT

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

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

IV. IDENTIFICATION AND ASSESSMENT OF RISK

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

payment from the global price contract.

V. STAFF EVALUATION

The staff found that the experience under this arrangement for the prior year has

been favorable.

VI. STAFF RECOMMENDATION

The staff recommends that the Commission approve the Hospital’s application for an



alternative method of rate determination for blood and bone marrow transplant services, for a one
year period commencing December 1, 2017. The Hospital will need to file a renewal application
for review to be considered for continued participation.

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

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

The University of Maryland Medical Center (“the Hospital”) filed a renewal application
with the HSCRC on November 9, 2017 for an alternative method of rate determination, pursuant
to COMAR 10.37.10.06. The Hospital requests approval from the HSCRC for participation in a
new global rate arrangement for solid organ and blood and bone marrow transplant services with

Humana for a one-year period, effective December 1, 2017.

II. OVERVIEW OF APPLICATION

The contract will continue be held and administered by University Physicians, Inc. (UPI),

which is a subsidiary of the University of Maryland Medical System. UPI will manage all
financial transactions related to the global price contract including payments to the Hospital and

bear all risk relating to regulated services associated with the contract.

III. FEE DEVELOPMENT

The hospital component 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 Hospital will continue to submit bills to UPI for all contracted and covered services.

UPI is responsible for billing the payer, collecting payments, disbursing payments to the Hospital
at its full HSCRC approved rates, and reimbursing the physicians. The Hospital contends that the
arrangement between UPI and the Hospital holds the Hospital harmless from any shortfalls in
payment from the global price contract. UPI maintains that it has been active in similar types of
fixed fee contracts for several years, and that UPI is adequately capitalized to the bear risk of

potential losses.

V. STAFF EVALUATION
Although there has been no activity under this arrangement in the last year, staff believes that the




Hospital can achieve a favorable experience under this arrangement.

VI. STAFF RECOMMENDATION
Staff recommends that the Commission approve the Hospital’s application for an

alternative method of rate determination for solid organ and blood and bone marrow transplant
services for a one year period beginning December 1, 2017.

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

operating losses under the contract cannot be used to justify future requests for rate increases.
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I. INTRODUCTION
The University of Maryland Medical Center (“the Hospital) filed an application with the

HSCRC on November 9, 2017 for an alternative method of rate determination, pursuant to
COMAR 10.37.10.06. The Hospital requests approval from the HSCRC to continue to
participate in a global rate arrangement for solid organ and blood and bone marrow transplant

services with INTERLINK for a period of one year, effective December 1, 2017.

II. OVERVIEW OF APPLICATION
The contract will continue to be held and administered by University Physicians, Inc.

(UPI). UPI will manage all financial transactions related to the global price contract including
payments to the Hospital and bear all risk relating to regulated services associated with the

contract.

ITII. FEE DEVELOPMENT

The hospital component of the global rates was developed by calculating mean historical
charges for patients receiving like procedures. The remainder of the global rate is comprised of
physician service costs. Additional per diem payments were calculated for cases that exceed a

specific length of stay outlier threshold.

IV. IDENTIFICATION AND ASSESSMENT OF RISK
The Hospital will continue to submit bills to UPI for all contracted and covered services.

UPI is responsible for billing the payer, collecting payments, disbursing payments to the Hospital
at its full HSCRC approved rates, and reimbursing the physicians. The Hospital contends that the
arrangement among UPI, the Hospital, and the physicians holds the Hospital harmless from any
shortfalls in payment from the global price contract. UPI maintains it has been active in similar
types of fixed fee contracts for several years, and that UP1 is adequately capitalized to the bear

the risk of potential losses.

V.STAFF EVALUATION

Although there has been no activity under this arrangement in the last year, staff believes that the




Hospital can achieve a favorable experience under this arrangement.

V1. STAFF RECOMMENDATION

Staff recommends that the Commission approve the Hospital’s application to continue to
participate in an alternative method of rate determination for solid organ and blood and bone
marrow transplant services with INTERLINK for a one year period commencing December 1,
2017. Consistent with its policy paper regarding applications for alternative methods of rate
determination, the staff recommends that this approval be contingent upon the execution of the
standard Memorandum of Understanding ("MOU") with the Hospital for the approved contract.
This document would formalize the understanding between the Commission and the Hospital,
and would include provisions for such things as payments of HSCRC-approved rates, treatment
of losses that may be attributed to the contract, quarterly and annual reporting, confidentiality of
data submitted, penalties for noncompliance, project termination and/or alteration, on-going
monitoring, and other issues specific to the proposed contract. The MOU will also stipulate that

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

On November 27, 2017, Garrett Regional Medical Center (the “Hospital”’) submitted a partial rate
application to the Commission for a new rate for Interventional Radiology/Cardiovascular (IRC)
services to be provided to both inpatients and outpatients. This new rate will replace its currently
approved rebundled IRC rate. A rebundled rate is approved by the Commission when a hospital
provides certain non-physician services to inpatients through a third-party contractor off-site. By
approving a rebundled rate, the Commission makes it possible for a hospital to bill for the services
provided off-site, as required by Medicare. In this case, as of July 1, 2017, due to the reallocation of
several CPT codes from the Radiology-Diagnostic rate center to the IRC rate center, the Hospital will
be providing IRC services on-site to both inpatients and outpatients. The Hospital requests that the
IRC rate be set at the state-wide median and be effective January 1, 2018.

Staff Evaluation

Based on Staff’s review, the IRC rate based on the Hospital’s projected data would be $59.15 per
minute, while the statewide median to provide IRC services is $62.17 per minute.

Recommendation

After reviewing the Hospital’s application, the staff recommends as follows:
1. That an IRC rate of $59.15 per minute be approved effective January 1, 2018;
2. Thatthe IRC rate center not be rate realigned until a full year of cost data has 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 a renewal application with the HSCRC on
November 28, 2017 on behalf of the Johns Hopkins Bayview Medical Center (the “Hospital’)
requesting approval from the HSCRC for continued participation in a capitation arrangement
among the System, the Maryland Department of Health and Mental Hygiene (DHMH), and the
Centers for Medicare and Medicaid Services (CMS). The Hospital, doing business as Hopkins
Elder Plus (“HEP”), serves as a provider in the federal “Program of All-inclusive Care for the
Elderly” (“PACE”). Under this program, HEP provides services for a Medicare and Medicaid
dually eligible population of frail elderly. The requested approval is for a period of one year

effective January 1, 2017.

II. OVERVIEW OF APPLICATION

The parties to the contract include the System, DHMH, and CMS. The contract covers
medical services provided to the PACE population. The assumptions for enrollment, utilization,
and unit costs were developed on the basis of historical HEP experience for the PACE
population as previously reviewed by an actuarial consultant. Johns Hopkins HealthCare, LLC
assumes the risks under the agreement, and all Maryland hospital services are paid based on
HSCRC rates.

III. STAFF EVALUATION

Staff found that the experience under this arrangement for FY 2017 to be favorable.

III. STAFF RECOMMENDATION

Staff recommends that the Commission approve the Hospital’s renewal application for an
alternative method of rate determination for one year beginning January 1, 2018. The Hospital
will need to file a renewal application for review to be considered for continued participation.

Consistent with its policy paper regarding applications for alternative methods of rate
determination, the staff recommends that this approval be contingent upon the execution of the

standard Memorandum of Understanding ("MOU") with the Hospital for the approved contract.



This document formalizes the understanding between the Commission and the Hospital, and
includes 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 also stipulates that

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

Johns Hopkins Health System (System) filed a renewal application with the HSCRC on
November 28, 2017 on behalf of the Johns Hopkins Bayview Medical Center (the “Hospital”) for an
alternative method of rate determination, pursuant to COMAR 10.37.10.06. The System requests
approval from the HSCRC for continued participation in a capitation arrangement serving persons
with mental health needs under the program title, Creative Alternatives. The arrangement is between
the Johns Hopkins Health System and the Baltimore Mental Health Systems, Inc., with the services
coordinated through the Hospital. The requested approval is for a period of one year beginning
January 1, 2018.

II. OVERVIEW OF APPLICATION

The parties to the contract include the System and the Baltimore Mental Health Systems, Inc.
Creative Alternatives provides a range of support services for persons diagnosed with mental illness
and covers medical services delivered through the Hospital. The System will assume the risk under

the agreement, and all Maryland hospital services will be paid based on HSCRC rates.

I11. STAFF FINDINGS

Staff found that the experience under this arrangement for FY 2017 was slightly unfavorable.
However, staff believes that the Hospital can achieve a favorable performance under this

arrangement.

IV. STAFF RECOMMENDATION

Staff recommends that the Commission approve the Hospital’s renewal application for an
alternative method of rate determination for a one year period commencing January 1, 2018.

Consistent with its policy paper regarding applications for alternative methods of rate
determination, the staff recommends that this approval be contingent upon the execution of the
standard Memorandum of Understanding ("MOU") with the Hospital for the approved contract. This
document would formalize the understanding between the Commission and the Hospital, and would
include provisions for such things as payments of HSCRC-approved rates, treatment of losses that

may be attributed to the contract, quarterly and annual reporting, confidentiality of data submitted,



penalties for noncompliance, project termination and/or alteration, on-going monitoring, and other
issues specific to the proposed contract. The MOU will also stipulate that operating losses under the

contract cannot be used to justify future requests for rate increases.
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I. INTRODUCTION

Johns Hopkins Health System (“System”) filed an application with the HSCRC on
November 29, 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 continue to participate in a global rate arrangement for heart failure
services and solid organ and bone marrow transplants with Optum Health, a division of United

HealthCare Services, for a period of one year beginning January 1, 2018.

II. OVERVIEW OF APPLICATION

The contract will continue to be held and administered by Johns Hopkins HealthCare,
LLC ("JHHC"), which is a subsidiary of the System. JHHC will 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 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 ANDASSESSMENT OF RISK

The Hospitals will continue to submit bills to JHHC for all contracted and covered
services. JHHC is responsible for billing the payer, collecting payments, disbursing payments to
the Hospitals at their full HSCRC approved rates, and reimbursing the physicians. The System

contends that the arrangement among JHHC, the Hospitals, and the physicians holds the



Hospitals harmless from any shortfalls in payment from the global price contract. JHHC
maintains it has been active in similar types of fixed fee contracts for several years, and that

JHHC is adequately capitalized to bear risk of potential losses.

V. STAFF EVALUATION

The staff found the experience for this arrangement last year to be favorable.

VI. STAFF RECOMMENDATION

The staff recommends that the Commission approve the Hospitals' application for an
alternative method of rate determination for heart failure, solid organ and bone marrow transplant
services for a one year period commencing January 1, 2018. The Hospitals will need to file a
renewal application for review to be considered for continued participation.

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

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

Johns Hopkins Health System (the System) filed a renewal application with the HSCRC on
November 29, 2017 on behalf of its member hospitals, the 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 for continued participation in a capitation arrangement serving persons insured with
Tricare. The arrangement involves the Johns Hopkins Medical Services Corporation and Johns
Hopkins Healthcare as providers for Tricare patients. The requested approval is for a period of one

year beginning January 1, 2018.

II. OVERVIEW OF APPLICATION

The parties to the contract include the Johns Hopkins Medical Services Corporation and
Johns Hopkins Healthcare, a subsidiary of the System. The program provides a range of health care
services for persons insured under Tricare including inpatient and outpatient hospital services. Johns
Hopkins Health Care will assume the risk under the agreement, and the Hospitals will be paid based

on their approved HSCRC rates.

III. STAFF EVALUATION

Staff found the experience under this arrangement to be favorable for the last year. Staff
believes that the Hospitals can continue to achieve favorable performance under this

arrangement.

V. STAFF RECOMMENDATION

The staff recommends that the Commission approve the Hospitals’ renewal application
for an alternative method of rate determination for a one year period beginning January 1, 2018.
Consistent with its policy paper regarding applications for alternative methods of rate
determination, the staff recommends that this approval be contingent upon the execution of the

standard Memorandum of Understanding ("MOU") with the Hospitals for the approved contract.



This document would formalize the understanding between the Commission and the Hospitals,
and would include provisions for such things as payments of HSCRC-approved rates, treatment
of losses that may be attributed to the contract, quarterly and annual reporting, confidentiality of
data submitted, penalties for noncompliance, project termination and/or alteration, on-going
monitoring, and other issues specific to the proposed contract, The MOU will also stipulate that

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

This report contains a recommendation for an approved revenue increase for Anne Arundel Medical
Center of $14 million, based on a review conducted over the last six months. The Commission will be
asked by staff to review and approve its recommendation.

Overview

The HSCRC staff and Anne Arundel Medical Center (“AAMC,” or “the Hospital”) have been meeting since
the fall of 2016 to evaluate AAMC’s request for a GBR revenue adjustment.

AAMC's request focused on the need to increase revenues to meet their ongoing expenditures and to
support changes in care delivery they indicate will be needed to deliver improved care and reduce
avoidable and unnecessary care under the Enhanced Model with the Centers for Medicare and Medicaid
Services (CMS). AAMC also requested funding for medical education programs that they have initiated.

In its effort to evaluate AAMC's request, staff has extensively analyzed AAMC’s performance and
efficiency. As a result of the analyses, staff recommends an increase of $14 million, which represents an
increase of approximately 2.3% to AAMC’s approved revenues for the rate year ending June 30, 2018.

In November 2015, the Commission suspended full rate reviews to allow HSCRC to shift its rate review
approach from a sole focus on cost per case efficiency to align with the new All-Payer Model’s
requirements to limit growth in per capita costs and improve quality performance. The full rate review
moratorium expired at the end of October 2017.

Because this request and analysis has been ongoing for some time, staff is recommending that AAMC
obtain a revenue adjustment in lieu of filing a full rate review. Staff has done sufficient work to make
this recommendation over the last six months. This report lays out the review and analysis that staff has
undertaken and its findings in reaching the recommendations contained in this report.

Background

AAMC initially requested an increase in its approved revenues of $53 million late in 2016, which
included $20 million for the direct and indirect costs of a new medical education program for physicians;
$13 million for adjustments to volumes and increases in drug costs during FY 2017; $10 million for
increased volume related to the opening of their 30 bed medical/surgical expansion; $7 million related
to the variable costs associated with the opening of the cardiac surgery program; and $3 million for seed
funding to pilot a Geographic Payment Model alternative reimbursement methodology.

In April 2017, AAMC submitted a formal request for an increase in its approved GBR revenue to fund the
new physician residency program for both direct and indirect medical education costs. In this
submission, AAMC requested an increase to its GBR revenue of $7.9 million, with an increase of $2.1
million increase effective July 1, 2017, a second increase of $1.1 million on July 1, 2018, and a third
increase of $4.8 million on July 1, 2019. The funding encompassed 6 surgical residents on July 1, 2017, 3



additional surgical residents on July 1, 2018, and 3 additional surgical residents and 10 internal medicine
residents on July 1, 2019.

Subsequently, in 2017, AAMC and HSCRC continued to discuss the request after updates for market shift
and drug adjustments through the FY 2018 rate order. HSCRC and AAMC discontinued discussions
about the cardiac surgery program request. After extensive meetings, review, and analysis with the
HSCRC staff, and with more recent volume statistics, AAMC and HSCRC met in October to discuss a
potential settlement in lieu of a full rate application. The proposed settlement is discussed in the
Recommendations below.

Staff Analyses

The HSCRC staff has reviewed costs, financial trends, system financial statements, unregulated losses,
volume trends, quality performance, and Medicare per capita trends in the primary service area, among
others. Recently, the HSCRC staff has reviewed the results of the draft Inter-Hospital Cost Comparisons
(ICC). Summaries of several of these analyses follow:

“Price” Efficiency

AAMC is a relatively efficient hospital in comparison to other Maryland hospitals in its cost per case.
The HSCRC staff evaluated AAMC's efficiency relative to other Maryland hospitals. During the past year
of discussions and evaluations, staff compared AAMC’s charge per equivalent case mix adjusted
discharge (“ECMAD”) to the state average and to peer hospitals. These comparisons showed that
AAMC’s charge levels were well below the state and peer averages, and the gap was increasing as
AAMC's rate growth was moderated due to volume increases while volumes in the State were
decreasing. While this apparent easing of charge per case appears favorable, excess volume growth has
the potential to increase per capita costs and undermine the goals of the All-Payer Model. Staff will
address this concern in the following sub-section, entitled Utilization Efficiency.

As discussed below, staff has completed an Inter-Hospital Cost Comparison and AAMC appears relatively
efficient in these cost per case comparisons.

Hospital Charge Per Case History

The table below compares the average charge per ECMAD by year for the fiscal years ending from June
30, 2014, the first year of the GBR methodology, to June 30, 2017 for AAMC compared to the statewide
average:

Average Charge Per ECMAD

Year Ending June 30, AAMC Statewide Percent Variance
2014 $10,570 $13,461 (21.5%)
2015 $10,355 $13,640 (24.1%)
2016 $10,463 $14,099 (25.8%)
2017 $10,740 $14,407 (25.5%)
Percent Change 2014-17 1.6% 7.0%

Source: HSCRC ECMAD and Charge Utilization Reports — September Preliminary, includes imputed
ECMADs for drugs



AAMC’s average charge per ECMAD has moved from 21.5% below the statewide average in FY 2014 to
25.5% below the state average in FY 2017. (AAMC’s charge per ECMAD is expected to be below the
state because of its location and the level of teaching costs covered in the statewide figures.) From FY
2014 through FY 2017, AAMC's average charge per ECMAD increased by approximately 1.6%, while the
statewide average charge per ECMAD increased by 7.0%. The major reason for the lower increase in
average charges per ECMAD at AAMC compared to the statewide average is that AAMC’s ECMAD’s
increased by 7.5% between 2014 and 2017, while statewide ECMAD’s increased by 3.2%. The larger
increase in volumes at AAMC caused its rates to increase at a lower rate under the global revenue
budget compared to other hospitals whose volumes increased less rapidly and as a result experienced
higher rate increases. As discussed above, while the charge per case comparison shows a relative
improvement in price efficiency, it is also important to understand whether the volume increases
resulted in cost per capita increases.

Inter-Hospital Cost Comparison

The HSCRC staff has been working on the Inter-Hospital Cost Comparison (ICC) tool, a tool that is used to
evaluate cost-per-case efficiency in a full rate review. The ICC is still undergoing technical review and
the results will change. In the ICC, each hospital’s costs per case are compared to a peer group adjusted
cost per case. At this time, the HSCRC staff estimates that AAMC would receive a rate increase from a
full rate review, and that the rate increase could reach up to 2 to 3%. AAMC shows relative efficiency
compared to the peer group, performing more favorably than all but two small hospitals in the State.
The ICC standard costs do not include outpatient oncology drugs, and the approved revenue would be
increased to incorporate actual and estimated costs for these drugs under a full rate review.

The HSCRC staff also met with AAMC financial staff to discuss detailed departmental cost increases.
Based on the discussions with AAMC financial staff and further review of additional information
provided by AAMC financial staff, the HSCRC staff believes that AAMC's cost increases in regulated
services over the past two years appear reasonable, and that variable costs have remained controlled.

Utilization Efficiency

Staff evaluated how the volume increases at AAMC affected the per capita goals of the All-Payer Model.
At present, staff has developed data on total cost of care per capita for Medicare. If volumes move from
higher cost hospitals to lower cost hospitals, per capita costs could decrease. However, to the extent
that volumes simply increase, this could result in unfavorable performance under the Model. As
discussed below, staff’s evaluation is that the volume increases at AAMC did not result in excessive
growth in Medicare total cost of care in AAMC's primary service area.

Staff also set out to evaluate the levels of potentially avoidable utilization at AAMC relative to levels of
potentially avoidable utilization at other hospitals, and AAMC’s experience in reducing these volumes.
As discussed below, AAMC has relatively lower proportions of potentially avoidable utilization, and
AAMC has reduced its readmissions.

Total Cost of Care Growth

HSCRC staff has made progress in evaluating the Total Cost of Care (TCOC) data for Medicare
beneficiaries at a geography level and for attributed beneficiaries. For this analysis, staff will focus on
the relative growth in Medicare’s TCOC per beneficiary in AAMC’s primary service area relative to the
Medicare TCOC growth per beneficiary statewide. The HSCRC staff believes that it is important to



evaluate how the volume growth at AAMC, which makes it appear more efficient on a cost per case
basis, is affecting the growth in total cost of care per capita. On the one hand, if AAMC's charge per case
levels are lower than competitor average charge levels and AAMC is growing market share, this may
improve the efficiency of the services provided. On the other hand, if the volume growth is not due to
shifts in market share but simply growth in the volume of services provided, there may be a lower cost
per case, but the volume growth could contribute to a higher growth in cost per capita, undermining the
All-Payer Model.

HSCRC and the State have made progress in measuring Medicare total cost of care growth. As part of
the work of the Total Cost of Care work group, HSCRC prepared an analysis of Medicare Total Cost of
Care per beneficiary growth for the primary service area of each hospital in Maryland for the period
beginning with Calendar Year 2013 and ending with Calendar Year 2016. For this three year period,
there was a 1.3% decline in per beneficiary growth for AAMC’s primary service area compared to 1.1%
increase statewide. AAMC’s primary service area was in the lowest growth (most favorable quartile) of
service areas in the State. While AAMC shares this service area with other competitors, this analysis
shows that AAMC’s growth within it primary service area did not result in excessive growth in Medicare
total cost of care for the period reviewed.

The HSCRC staff has had difficulty in obtaining total cost of care data and benchmarks for commercial
and Medicaid patients at a granular level, and staff cannot yet offer information on per capita efficiency
or per capita cost growth for these payer categories at this time.

Potentially Avoidable Utilization

While recognizing that there is extensive unnecessary and avoidable utilization in the system, and that
HSCRC, providers, and the State have more work to do to quantify those opportunities for reduction, the
staff analyzed the utilization efficiency of AAMC with the current tools it has in hand. This included an
analysis of Potentially Avoidable Utilization (PAU), which currently incorporates all-cause unplanned 30-
day readmissions and AHRQ's Prevention Quality Indicators.

Overall, AAMC has relatively low PAU revenue as a percent of total revenue, and continues to reduce
this percent year over year. In CY 2015 and CY 2016, the AAMC percent of all-payer revenue associated
with PAU was 9.24% and 8.75%, respectively, putting it within the top performing quartile in the state
for both years (i.e., the percent revenue associated with PAU is lower than at least 75% of hospitals). In
comparison, the statewide PAU percent of total revenue was 11.34% and 10.99% for CY15 and CY16,
respectively. When revenue from newborn and obstetric service lines were excluded from the all payer
PAU revenue denominator, AAMC remained in the top quartile for all payer PAU percent of revenue,
with 10% in CY15 and 9.44% in CY16.

When the analysis was limited to Medicare FFS revenue only, the AAMC PAU percent of Medicare FFS
total revenue was 15.63% in CY2015 and 14.43% in CY2016. In comparison, the state performance was
16.76% in CY2015 and 16.22% in CY2016. Overall for Medicare FFS, AAMC'’s performance was better
than 70% of hospitals in the State, although it did not make the top quartile.

While there is still work to do to quantify unnecessary utilization and the PAU results are not risk-
adjusted, AAMC has a lower concentration of these services than most other hospitals in the State. In
CY15 and CY16, AAMC was one of four hospitals who scored in the top quartile of performance for all
payer percent of revenue from both PQls and readmissions.



Although AAMC has relatively favorable performance under these measures, significant improvements
in performance will be required for AAMC to maintain its financial performance and to improve care as
called for under the proposed enhanced Total Cost of Care Model. As a result, staff recommends that
AAMC be required to submit its plans for reducing potentially avoidable and unnecessary utilization by
July 1, 2018 as a condition of receiving the proposed revenue increase.

Quality Performance

Staff reviewed AAMC performance on RY 2018 quality measures for readmissions, potentially
preventable complications (PPCs), and the Quality Based Reimbursement domains.

Under the HSCRC’s Readmissions Reduction Improvement Program, AAMC reduced its risk adjusted
readmissions by 9.5% between CY 2013 and CY 2016. Relative to case-mix adjusted readmissions levels,
AAMC'’s readmission rate of 10.95% is lower than the State’s average level of 11.54%, and is slightly
lower than the State’s median readmission rate.

Under the Maryland Hospital Acquired Conditions program, AAMC had a 31% improvement in their
case-mix adjusted PPC rate for RY 2018, putting it well above the statewide median improvement of
26%. However, AAMC's case-mix adjusted PPC rate for CY 2016 was still slightly worse than the
statewide median rate.

Under the HSCRC’s Quality Based Reimbursement (QBR) program, AAMC had an overall QBR score of
42%, meaning that they scored 42% of possible points based on their performance on HCAHPS,
mortality, and safety measures. While this score is low, 42% is in the top quartile of performance
relative to other hospitals in Maryland. Furthermore for HCAHPS, AAMC improved from being below
the national median on 6 out of 9 measures in the base period to being above the national median on all
9 measures during the performance period (although still below the national benchmark for top
performance on all measures). Highlights include that AAMC improved 6 percentage points on the
“Responsiveness” and 3 percentage points on “overall hospital rating” between the base and
performance periods, despite already being significantly better than the statewide average on both
measures in the base. On both the Mortality and the Safety domain, AAMC scored higher than the state
median, but not in the top quartile of performance relative to other hospitals in Maryland.

Financial Background and Performance

Gross and Net Revenues

AAMC's regulated revenues have increased by $59.9 million or 11.1% since FY 2013. (Source: AAMC's
HSCRC Annual filing).

2013 S 541.9
2014 S 554.1
2015 S 563.0
2016 S 576.3
2017 S 601.8
Growth S 59.9

% Growth 11.1%



The net regulated revenue increase during this period was 14.7%, with reductions in uncompensated
care under the ACA contributing to higher growth in net revenue.

Operating Margins

The chart below shows the AAMC’s (the regulated entity) operating margins it reports to HSCRC. HSCRC
evaluated operating margin results over a period of years, including several years prior to the 2014
implementation of the new All-Payer Model. As shown below, the Hospital had strong financial
performance after the implementation of the All-Payer Model. However, the performance eroded in FY
2017. Also, the table shows growing “unregulated” hospital losses. These losses are primarily for
subsidies to hospital based physicians and clinicians (e.g., radiologists, anesthesiologists, pathologists,
hospitalists, emergency physicians) and for certain other physicians and clinicians performing services or
providing coverage at the hospital (e.g., cardiologists, reconstructive surgeons, general surgery,
obstetricians).

Summary of Financial Performance by Year
Anne Arundel Medical Center and Subsidiaries

Net Operating Income Net Operating Margin
Year Ended June 30, Regulated Unregulated Total Regulated Total
2010 S 228 § (5.3) S 17.4 6.3% 4.5%
2011 $ 273 S (7.3) S 20.0 6.8% 4.7%
2012 S 23.0 §$ (13.9) $ 9.0 5.2% 1.9%
2013 S 160 S (14.9) $ 1.1 3.5% 0.2%
2014 S 253 § (13.2) $ 12.1 5.5% 2.5%
2015 S 471 §$ (22.3) $ 24.8 9.7% 4.9%
2016 S 522 § (26.7) $ 25.5 10.4% 4.9%
2017 $ 411 S (25.7) $ 15.4 7.9% 2.9%

Source: AAMC’s HSCRC Annual Filing

In addition to the operations reported in the table above for the regulated hospital entity, HSCRC staff
reviewed the financial performance of the health system as reported in the financial statements of Anne
Arundel Health System, Inc. and all of its subsidiaries. These financial statements, which include results
for entities that are not regulated by HSCRC, showed additional losses from physician enterprises,
increasing by $11.2 million from $5.5 million in 2010 to $16.7 million in 2017. The additional physician
enterprise losses are for physicians and clinicians practicing in the community.

In total, the net operating margin for the Anne Arundel Health System (“Health System”), which
incorporates the AAMC performance (the regulated entity) together with the performance of other
entities not reported as part of the Hospital, was as follows:



Summary of Financial Performance by Year
Anne Arundel Health System, Inc and All Subsidiaries

Operating
Year Ended June 30, Margin
2010 2.3%
2011 2.8%
2012 1.9%
2013 0.5%
2014 2.4%
2015 4.0%
2016 3.8%
2017 0.8%

Source: Audited Financial Statements

The Health System’s financial statements include the operations of AAMC and also of other enterprises.
The HSCRC does not regulate or oversee the Health System operations that are not part of AAMC;
however, the HSCRC staff reviewed the financial statements to understand the performance of the
Health System as a whole.

Losses and subsidies for physician services were a major contributor to declining financial performance.
In total, the losses and subsides from unregulated services reported by AAMC in its regulated entity,
together with losses and subsidies for physician services reported in affiliates not included in the
regulated entity reported to HSCRC, reached $42.4 million in 2017.

Unregulated losses* reported in AAMC's regulated entity $25.7 million
Physician losses and subsides of other entities 16.7 million

Total $42.4 million
*Primarily physician subsidies

There are several factors contributing to margin pressures at AAMC. AAMC sought to increase its
market share, including in areas outside its primary service area (Prince Georges County, Calvert County,
Eastern Shore), and this contributed to the increase in physician/clinician subsidies and losses,
particularly for the community based services where losses increased by $11.2 million from FY 2010 to
FY 2017. Asindicated in the table above, the $20.4 increase from FY 2010 to FY 2017 in unregulated
operating losses for AAMC was primarily due to increases in subsidies and losses for hospital based and
other physicians and clinicians practicing at the Hospital. These increases funded additional subsidies to
the traditional hospital based physicians as well as increased employment expenses for other physicians
performing services at the Hospital. Some of the increasing costs might be directed at increasing market
share, but subsidies of core hospital based physicians are ongoing expenses of the Hospital in providing
hospital services. While HSCRC does not regulate physician costs, we nevertheless have attempted to
understand the impact of these costs on AAMC’s operating results.

AAMC notes that as a result of the All-Payer Model, it increased its subsidies of psychiatric care,
community based clinics, palliative care, and it also paid higher subsidies to hospital based physicians as



it required increasing care coordination from these clinicians and physicians under the All-Payer Model.
AAMC also notes its growth in “population health” investments in support of the All-Payer Model,
reaching $9.0 million in FY 2017. Not all of these investments are reported in AAMC'’s regulated entity
results, because some of the investments are for activities operated by affiliates included in the Health
System’s financial results but not in the regulated entity’s financial results that are reported to HSCRC.
Some of these population health activities contributed to declining margins.

The HSCRC staff supports competition based on cost and quality, and AAMC is a relatively efficient
hospital. However, HSCRC staff is concerned that the per capita model could be undermined if hospitals
can come back to capture volume growth or higher variable cost factors through rate requests after the
growth has occurred. In the following section of this analysis, staff will discuss how it has addressed this
concern.

The HSCRC has clearly stated that it does not intend to directly or indirectly fund physician losses aimed
at capturing market share. At the same time, staff does acknowledge that care coordination activities
may increase subsidies that hospitals face, because there are limited payments available for these
activities, particularly in the hospital setting. Because of the significant contribution of physician losses
and subsidies on AAMC's financial performance and the potential for practice ownership to undermine
the enhanced Total Cost of Care Model goals, the HSCRC staff is recommending that the Hospital be
required to evaluate the extent to which its physician contracts might promote volume growth through
payments tied to RVU growth and to prepare an action plan to remedy contracts and non-aligned
payment approaches to the extent that they exist. (HSCRC staff has reviewed only a small sample of
contracts and is not aware of the nature and extent of any contracts that are tied to RVU growth).

Volume Growth

While there have been modest increases in the population in the primary service area of AAMC, the
Hospital has experienced increases in volume beyond population growth. Listed below are the number
of ECMAD’s, as calculated by HSCRC staff, for the years ended June 30, 2013 through 2017 for AAMC:

Year Ended
June 30, ECMAD’s Inpatient ECMADs  Outpatient ECMADs
2013 51,400 30,960 20,439
2014 52,216 30,336 21,880
2015 54,443 30,716 23,726
2016 55,048 30,082 24,966
2017 56,136 30,733 25,402

Source: HSCRC ECMAD and Charge Utilization Reports — September Preliminary, includes imputed
ECMADSs for drugs

As part of the ECMAD growth noted above, AAMC experienced increases in the use of new high cost
oncology drugs. Based on the annual cost reports AAMC files with HSCRC, AAMC’s total drug costs
increased by $18.5 million between FY2013 and FY 2017, from $38.7 million to $57.2 million. HSCRC
staff estimates that $17.7 million of this increase was for drugs used in the outpatient setting. At 12% of
total operating costs in FY 2017, AAMC has one of the highest concentrations of drug costs as a percent
of its total regulated operating costs ($57.2 million drug costs/$477.7 million in regulated operating
costs). As part of the annual update to rates, AAMC received inflation adjustments for drug price



increases. In Rate Year 2017, HSCRC changed the allocation of the inflation adjustment to provide those
hospitals with a higher proportion of drugs a larger inflation increase. To ease the strain resulting from
the introduction of new drugs, HSCRC also increased the Hospital’s allowed revenues for volume
increases in high cost outpatient cancer drugs. This increase was accounted for as part of the overall per
capita revenue growth allowance. For FY 2018, HSCRC continued the specific allocation of inflation for
drug costs and provided for a potential adjustment for increases in the use of outpatient cancer drugs
for FY 2017 over FY 2016. HSCRC staff is in the process of collecting data to make this adjustment. The
proposed revenue settlement with AAMC already incorporates the 2017 increase and it will not receive
additional funding from this calculation. AAMC experienced an increase in outpatient drug costs of
approximately $2.7 million in 2017, based on comparing the drug expenditures reported in the 2017 and
2016 annual cost filings with HSCRC.

Teaching Costs

In 2016, staff worked with the Maryland Department of Health to study GME with the Innovations in
Graduate Medical Education (IGME) workgroup. Although no final conclusions were reached by the
IGME workgroup, there were discussions regarding the potential need for more primary care
residencies, particularly in medically underserved areas. As reported in staff’s recent ICC
recommendation, historical Commission policies froze funding of physician residency programs at 2002
levels of residents, unless otherwise approved through a full rate review and needs analysis. AAMC is
not in a medically underserved area and Maryland has among the highest physician supply levels in the
nation, particularly in central Maryland, which includes Anne Arundel County. In addition, staff believes
that even if new GME programs are approved, only the direct costs of GME should be added to revenues
with no indirect cost adjustment.

HSCRC staff has not reached a final determination regarding the need for primary care residents,
although Anne Arundel County is not a medically underserved area. MHCC is the primary state agency
that evaluates physician needs. Any future determination of need would need to be undertaken in
connection with the work of MHCC and additional policy direction of the Commission.

Summary of Findings

The HSCRC staff has been reviewing the financial performance and reviewing the efficiency of AAMC
since early in 2017.

AAMC is relatively efficient in charge per case performance and in its per case efficiency under the
preliminary ICC tool.

AAMC has experienced volume increases beyond the growth in its population. The increases in volume
did not result in negative Medicare Total Cost of Care performance in AAMC's primary service area
between 2013 and 2016. AAMC has lower levels of potentially avoidable utilization than other
Maryland hospitals, although all providers have significant opportunities for improvement.

AAMC has experienced deterioration in its operating performance in 2017. The deterioration has

occurred in both the regulated margin along with increased unregulated losses resulting from increasing
physician subsidies.
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AAMC has requested a revenue increase to allow it to continue to provide efficient and effective
services and to increase its efforts to improve care and reduce avoidable utilization.

The HSCRC staff has concluded that it is likely that AAMC would receive a revenue increase under a full
rate application, although the technical specifications are still under review.

Recommendations

Based on a thorough consideration of all of the analysis performed and staff’s findings, staff makes the
following recommendations for Commission consideration:

A permanent revenue increase of $14 million be provided effective January 1, 2018, inclusive of all
settlements through December 31, 2017 except quality programs and price variances, with $14
million collected during FY 2018. This amount includes any additional increases in drug costs related
to increased use of high cost outpatient oncology drugs for FY 2017 over 2016. This does not
include quality adjustments under the QBR, which have not yet been applied or other quality
program adjustments that are due to be applied on January 1, 2018 or thereafter.

AAMC may not file a full rate application with the Commission for two years from the period
beginning January 1, 2018. If a rate application is filed, AAMC would be required to pay back $14
million per year. A future full rate application would be required for the Commission to approve any
funding of medical education costs based on an evaluation of need, under policies of the
Commission. There can be no assurance that funding would be approved as part of a future rate
base, given the high level of physician supply in the State.

Any incremental PAU savings and any rate reductions implemented by the Commission will fully
apply.

Additional Requirements:

4.

AAMC believes strongly in managing the total cost of care for all residents in its service
area and will continue to invest the necessary infrastructure to truly manage the health of
the people it serves — that is its mission. Therefore, it will continue to invest in care
transformation and work toward the goals of the enhanced Total Cost of Care Model
success. AAMC must submit its plan for reducing avoidable and unnecessary care by July 1,
2018, inclusive of specific targets, approach, its funding of investments, and its
measurement and reporting plan.

AAMC must submit a report of its physician arrangements and the extent to which physician
compensation is tied to volume by July 1, 2018. It shall also submit its plans and timelines to modify
contracts that provide compensation for volume growth. This report must be provided in sufficient
detail, with attention to protecting confidential information, to ascertain the specific nature of each
contract, its reliance on RVUs or volumes as a basis for payment, and the extent to which increases
in RVUs affects total compensation under the contract. (The HSCRC is not aware of the extent of
these contracts.)
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This final RY 2020 Quality-Based Reimbursement (QBR) recommendation maintains the quality
domains, scoring, and pre-set scale options from RY 2019, and proposes minimal changes to the
program except those included in the first two recommendations below, both of which have been
previously approved by or discussed with the Commission. The Staff requests the
Commissioners to vote on the following recommendations:

FINAL RECOMMENDATIONS FOR RY 2020 QBR PROGRAM

1. Update the Maryland Mortality Measure to include palliative care cases (risk-adjusted for
palliative care status) for calculating attainment and improvement scores.

2. Include ED Wait Time measures in the Person and Community Engagement domain.

3. Continue to weight the domains as follows for determining hospitals’ overall performance
scores: Person and Community Engagement - 50%, Safety - 35%, Clinical Care - 15%.

4. Maintain RY 2019 Pre-set Scaling Options, and continue to hold 2% of inpatient revenue at-
risk for the QBR program.
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INTRODUCTION

The Maryland Health Services Cost Review Commission’s (HSCRC’s or Commission’s)
quality-based measurement and payment initiatives are important policy tools for providing
strong incentives for hospitals to improve their quality performance over time. Under the current
All-Payer Model Agreement (“Agreement”) between Maryland and the Centers for Medicare &
Medicaid Services (CMS), effective January 2014 through December 2018, there are
overarching quality performance requirements for reductions in readmissions and hospital
acquired conditions as well as ongoing program and performance requirements for all of
HSCRC’s quality and value based programs.

As long as Maryland makes incremental progress towards the Agreement goals, the State
receives automatic exemptions from the CMS Hospital Acquired Conditions program (HAC) and
Readmission Reduction program, while the exemption from the CMS Medicare Value-Based
Purchasing (VBP) program is requested annually!. These exemptions from national quality
programs are important because the State of Maryland’s all-payer global budget system benefits
from having autonomous, quality-based measurement and payment initiatives that set consistent
quality incentives across all-payers.

This final report provides recommendations for updates to Maryland’s Quality-Based
Reimbursement (QBR) program for Rate Year (RY) 2020, which encompasses the performance
results from the final year (2018) of the Agreement. QBR is one of three core quality programs
and it places 2% of revenue at risk by scoring a hospital’s performance relative to national
thresholds and benchmarks for its Safety domain and Person and Community Engagement
domain, and it utilizes Maryland specific benchmarks for its Clinical Care domain.

Last year, after experiencing difficulties in having the scale for revenue adjustments based on
Maryland performance, the Commission approved a QBR scaling system that is tied to national
performance. The Commission also set out the need to revise the Clinical Care portion of the
program due to increases in the use and coding of palliative care. Likewise, over the last year,
the Commission has been discussing the need to improve Emergency Department throughput.
This report discusses the results of implementing the national performance pre-scale in RY 2019,
proposes changes to address concerns related to the Clinical Care mortality measure, and
introduces Emergency Department pay-for-performance incentives.

Except for the changes noted above, staff is recommending that the Commission minimize
changes to the QBR for RY 2020. Staff will also recommend minimizing revisions to other
existing quality programs, so that it can focus on future policy development to establish quality
strategies and performance goals under the Enhanced Total Cost of Care Model (“Enhanced
Model”), which will be effective beginning in CY 2019. For example, staff will establish a

! Maryland has received exemptions from the VBP program based upon the reports submitted through FFY 2017,
and is awaiting official written exemption notification for FFY 2018. Appendix | provides more QBR program
detail, including the timeline for base and performance periods impacting RY 2020.
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clinical subgroup to vet available complication measures while transitioning hospitals from
wholesale use of Potentially Preventable Complications (PPCs) found in the Maryland Hospital
Acquired Conditions (MHAC) program. The future policy changes will be used to make quality-
based payment adjustments in RY 2021 and beyond.

BACKGROUND

The Affordable Care Act (ACA) established the hospital VBP program,? which requires CMS to
reward hospitals with incentive payments for the quality of care provided to Medicare
beneficiaries. The program assesses hospital performance on a set of measures in Clinical Care,
Person and Community Engagement, Safety, and Efficiency domains. The incentive payments
are funded by reducing the base operating diagnosis-related group (DRG) amounts that
determine the Medicare payment for each hospital inpatient discharge.® The ACA set the
reduction at 2 percent for federal fiscal year (FFY) 2017 and beyond.* CMS will calculate FFY
2019 hospital final scores based on measures in the four equally-weighted domains.

QBR Scoring Methodology

Maryland’s Quality-Based Reimbursement (QBR) program, in place since July 2009, employs
measures that are similar to those in the federal Medicare Value-Based Purchasing (VBP)
program, under which all other states have operated since October 2012. Similar to the VBP
program, the QBR program currently measures performance in Clinical Care, Safety, and Person
and Community Engagement domains, which comprise 15%, 35%, and 50% of a hospital’s total
QBR score, respectively. For the Safety and Person and Community Engagement domains,
which constitute the largest share of a hospital’s overall QBR score (85%), performance
standards are the same as those established in the national VBP program. (The Clinical Care
Domain, in contrast, uses a Maryland specific mortality measure and benchmarks) In effect,
Maryland’s QBR program, despite not having a prescribed national goal, reflects Maryland’s
rankings relative to the nation by using national VBP benchmarks for the majority of the overall
QBR score.

In addition to structuring two of the three domains of the QBR program to be similar to the
federal VBP program, the Commission has over time placed increasing emphasis on
performance relative to the nation through various benchmarking, domain weighting, and scaling
decisions. For example, beginning in RY 2015, the QBR program began utilizing national
benchmarks to assess performance for the Person and Community Engagement and Safety
domains. Subsequently, the RY 2017 QBR policy increased the weighting of the Person and
Community Engagement domain, which is measured by the national Hospital Consumer

2 For more information on the VBP program, see https://www.cms.gov/Medicare/Quality-Initiatives-Patient-
Assessment-Instruments/hospital-value-based-purchasing/index.html?redirect=/Hospital-VValue-Based-Purchasing/
342 USC § 1395ww(0)(7).

442 USC § 1395ww(0)(7)(C).
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Assessment of Healthcare Providers and Systems (HCAHPS) survey instrument to 50%°. The
weighting was increased in order to raise incentives for HCAHPS improvement, as Maryland has
consistently scored in the lowest decile nationally on these measures.

In the RY 2019 QBR recommendation, the Commission also approved moving to a preset scale
based on national performance to ensure that QBR revenue adjustments are linked to Maryland
hospital performance relative to the nation. Prior to RY 2019, Maryland hospitals were
evaluated by national thresholds and benchmarks, but their scores were then scaled in accordance
with Maryland performance, i.e. if the top performing hospital had an overall score of 57%, that
was the high end of the scale by which all other Maryland hospitals were judged. This resulted
in Maryland hospitals receiving financial rewards despite falling behind the nation in Person and
Community Engagement and Safety domain performance. Consequently, the scale is now 0 to
80% regardless of the highest performing hospital’s score, and the cutoff by which a hospital
earns rewards is 45%. This reward cutoff was based on an analysis of FFY 2017 data that
indicated that the average national score using Maryland domain weights (i.e. without the
Efficiency domain) was 41%,; thus, the 45% incentivizes performance better than the nation.

While the QBR program has many similarities to the federal Medicare VBP program, it does
differ because Maryland’s unique All Payer Model and autonomous position allows the State to
be innovative and progressive. For example, the QBR domains are weighted differently than
those of the VBP program, as illustrated in Figure 1 below, most notably because QBR does not
include an Efficiency domain, and HSCRC has reweighted the Person and Community
Engagement domain to encourage improvements. Maryland has implemented an efficiency
measure in the Global Budget Revenue (GBR) system, based on a calculation of potentially
avoidable utilization (PAU), but it has not made efficiency part of its core quality programs as a
domain because the GBR fundamentally incentivizes improved efficiency.® Relative to the
efficiency domain, as the State moves toward the proposed Total Cost of Care Model, the
HSCRC staff plans to expand the PAU definition to incorporate other categories of unnecessary
and avoidable utilization, and to incorporate other measures of efficiency based on per
beneficiary measures.

Figure 1. RY 2020 Proposed Measures and Domain Weights for CMS VBP and
Maryland QBR Programs’

Maryland QBR Domains and CMS VBP Domain Weights and
Measures Measure Differences
Clinical Care 15% 25%
(1 measure: all cause inpatient | (4 measures: condition-specific
Mortality) Mortality, THA/TKA Complication)

® The HCAHPS increase reduced the Clinical Care domain from 20% to 15%.

8 PAU is defined as the costs of readmissions, and of admissions measured by the Agency for Healthcare Research
and Quality Prevention Quality Indicators (PQISs).

" Details of CMS VBP measures may be found at: https://www.cms.gov/Medicare/Quality-Initiatives-Patient-
Assessment-Instruments/HospitalQualitylnits/Measure-Methodology.html.
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Maryland QBR Domains and
Measures

CMS VBP Domain Weights and
Measure Differences

Person and Community

50%
(8 HCAHPS measures)

25%
Same HCAHPS measures, no ED

Engagement
With or without 2 ED wait time | wait time measures
measures (see below)
Safety 35% 25%
(7 measures: CDC NHSN, PC- (8 measures: CDC NHSN, PC-01,
01) PSI-90)
Efficiency N/A 25% (Medicare Spending Per

Beneficiary measure)

Calculating hospital QBR scores and associated inpatient revenue adjustments involves: 1)
assessing performance on each measure in the domain; 2) standardizing measure scores relative
to performance standards; 3) calculating the total points a hospital earned divided by the total
possible points for each domain; 4) finalizing the total hospital QBR score (0-100%) by
weighting the domains based on the overall percentage or importance the Commission has

placed on each domain; and 5) converting the total hospital QBR scores into revenue adjustments
using the preset scale that ranges from 0 to 80%, as aforementioned. The process for how scores
are calculated in the QBR program is listed in Figure 2 below and is described in further detail in
Appendix I

Figure 2. Process for Calculating RY 2019 QBR Scores

Standardized Measure
Scores

Hospital QBR Score &

Performance

Measures Revenue Adjustments

Hospital QBR Score is Sum of
Earned Points / Possible Points
with Domain Weights Applied

Individual Measures are
Converted to 0-10 Points:

QBR Measures by Domain:

Person and Community
Engagement (8 HCAHPS
measures)

Safety (7 Measures: CDC NHSN

Points for Attainment Compare
Performance to a National
Threshold (median) and
Benchmark (mean top 10%)

Scores Range from 0-100%

Max Penalty 2% & Reward +2%

Measures + PC-01) Threshold Benchmark Abbreviated QBR | Financial
[ | [ i
- . Pre-Set Scale Score |Adjustment
\ T 1 T SUISHTICIN)
E/I||m:a|l' tC:;zre (Inpatient 0 2 4 6 3 10 Max Penalty 0% ST
ortality ) B}
Points for Improvement 10% L56%
20% -1.11%
Compare Performance to Base
histarical perf) and Benchmark 30% | -D67%
(historical perf) and Benchmar! 0% 022%
Hist. Perf Benchmark
[ | [ |
\ T 1 T
0 2 4 6 &8 10 0% 0.29%
Final Points are Better of 60% 0.86%
Improvement or Attainment 70% 1.43%
Max Reward 80%+ 2.00%




Mortality and Palliative Care

One principal area where Maryland differs from the nation is its Clinical Care or Mortality
domain. The federal VBP program evaluates three 30 day condition specific mortality measures,
while Maryland utilizes an all-payer, all-cause in-hospital mortality measure. While staff
monitors and reports Maryland performance on the condition specific Medicare mortality
measures to CMS, the all-payer, all-cause inpatient mortality measure is emblematic of the
Commission’s commitment and belief that all-payer pay-for-performance incentives can more
effectively incentivize hospital improvement.

In the RY 2019 recommendation, staff recommended that its Mortality measure should include
palliative care patients in order to comprehensively assess survival rates in Maryland hospitals.
As noted by Commissioners last year, the exclusion of palliative care discharges, rather than
risk-adjusting for palliative care status and calculating performance standards to account for
higher mortality rates among palliative care discharges, allowed hospitals to receive spurious
credit for improvement as palliative care use increased over time. This is evidenced by the fact
that improvement in survival rates more than doubled when palliative care was excluded.®

For this measure for RY 2019, HSCRC calculated scores for improvement that included
palliative care patients, and attainment that excluded palliative care patients. The combined
measure was put forward as an interim policy so that hospitals could gain familiarity with the
mortality measure that includes palliative care patients with risk-adjustment.

ED Wait Time Measures

Over the past year due to longstanding concerns of staff and other stakeholders regarding high
ED wait times, and more recently from emergency room physicians, the Maryland Institute of
Emergency Medical Services Systems (MIEMSS), and the Maryland General Assembly, staff
has researched and analyzed data associated with ED throughput. Specifically, staff has
evaluated hospital red and yellow alert data, where hospitals self-identify potential ED back up
or lack of availability of beds, and ambulances may be diverted to another hospital. Staff has also
evaluated CMS reported data on ED wait times, based on National Quality Forum-endorsed
definitions. Through engagement with an ED subgroup, consisting of ED physicians, hospital
quality professionals, payers’ representatives and consumer advocates, staff concluded that
Maryland has an ED throughput problem.

While alert status data has improved in recent quarters (see quarter 2 of CY 2017 in Appendix
I1), CMS ED wait time data is a national indicator of hospital performance that can be used to set
performance objectives relative to national performance. Admittedly, the CMS ED wait time
data has a reporting lag of nine months, whereas alert data is updated in real-time and has

8 The improvement in the survival rate of patients within a hospital 30 days after admissions from FY 2015 to CY
2016 when excluding Palliative care was 0.62%; when included, it was 0.29%.
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showed improvement; however, historical analysis of CMS ED wait time data indicates that
Maryland has consistently lagged behind the nation.

ASSESSMENT

The purpose of this section is to assess Maryland’s performance on current and potential QBR
measures and to make recommendations for the RY 2020 QBR program.

Staff analysis indicates that despite strategic decisions to weight more heavily the Person and
Community Engagement domain and to implement a preset scale based on national performance,
Maryland has experienced stalled or reduced quality improvements compared to the nation.
Specifically, Maryland hospitals continue to lag behind the nation in Person and Community
Engagement domain measures with little to no improvement statewide since CY 2014, and
rebased national measures now indicate that Maryland hospitals have not experienced as
significant an improvement in its Safety domain measures as previously believed.

Consequently, in its recommendation for RY 2020, staff is requesting Commissioners to
continue utilizing the 0-80% full score distribution scale with a 45% cut off point. Staff
acknowledges that retaining the 0-80% scale with a 45% cutoff point may result in higher
statewide penalties; however, because a guiding principle of the current and Total Cost of Care
Model is to have aggressive and progressive targets staff maintains that this cutoff point should
be retained.

Staff has also identified that while the State is comparable to the nation for the three condition
specific mortality measures, the exclusion of palliative care in the QBR Clinical Care domain has
not comprehensively reflected survival rates in a hospital, as evidenced by the differential in
survival improvement rates when palliative care is included versus excluded.

In the recommendation for RY 2020, staff is including palliative care both for improvement and
attainment. Finally, due to concerns regarding ED throughput and ambulance diversions, staff
has also performed analyses that indicate that approximately 80% of Maryland hospitals perform
worse than the national median in ED wait times.® Staff acknowledge that there are difficulties
with the behavioral health system in the State that are exacerbating throughput problems in EDs.
Staff also believes that poor ED wait times are contributing to less favorable hospital HCAHPS
scores based on staff analysis of statistical correlation.

Staff, therefore, is requesting the addition of new ED wait time measures, which will increase
projected statewide penalties slightly because ED wait time measures indicate the State performs
less favorably than national benchmarks.

9 85.7% of Maryland hospitals perform worse than the nation in ED-1b, which is median time from emergency
department arrival to emergency department departure for admitted emergency department patients, and 78.6%
perform worse than the nation in ED-2b, which is admit decision time to emergency department departure time for
admitted patient. The median wait times are adjusted based upon ED volume.
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The following section summarizes Maryland hospital performance using base and performance
scores for the RY 2018 time period and highlights the status of additional or proposed new
measures for the QBR program.

Performance Results on Existing QBR Measures

To conduct this assessment, HSCRC staff evaluated RY 2020 QBR measures (mostly equivalent
to the FFY 2020 VBP measures) with the RY 2018 performance period data.

The Person and Community Engagement domain measures performance using the HCAHPS
patient survey. For this domain, Maryland continues to perform below the nation for both the
base and performance periods, with the exception of the discharge information composite
question, as illustrated in Figure 3 below.

Figure 3. HCAHPS Results: Maryland Compared to the Nation for RY 2018
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*Time period CY 2014 (Base); 10/2015 to 9/2016 (Performance)

While the statewide data suggests that Maryland continues to lag behind the nation on HCAHPS
measures, there is variability in performance across individual hospitals, with some performing
better than the national average on each measure. Furthermore, while the statewide
improvements were modest, there were individual hospitals with significant improvements on
each measure. The box plots in Appendix Il illustrate HCAHPS performance and HCAHPS
improvement by hospital for Maryland and for non-Maryland. This variation in performance is
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important, because it illustrates that Maryland hospitals can improve or perform better than the
nation.

Based on the analysis of the Person and Community Engagement domain, HSCRC staff
recommends continuing to weight this domain at 50% of the QBR score.

The Safety domain consists of six National Health Safety Network (NHSN) measures and one
measure of perinatal care. Staff does not recommend any changes to this domain in RY 2020.
Maryland has steadily been improving on four of the six NHSN measures (See Figure 4; scores
less than 1 indicate lower rates of infection relative to the national baseline). Maryland did not
improve upon its scores for the Catheter-associated urinary tract infection (CAUTI) and Central
line-associated blood stream infections (CLABSI) measures; however, Maryland was already
well below the national Standardized Infection Ratio (SIR) of 1. A score lower than 1 means that
Maryland out-performed the nation on these measures.

Figure 4. Maryland NHSN Safety Measures, RY 2018

Maryland Maryland Performance | Difference National SIR
Base Score | Score (Oct 2015 - Sep | (Maryland Base |CY 2013
(CY 2014) 2016) to Performance)
CLABSI 0.492 0.67 +0.178 |
CAUTI 0.681 0.70 +0.019 |
SSI-Colon 1.088 0.97 -0.118 I
>sl- 1203 0.75 -0.453 !
Hysterectomy
MRSA 1.269 1.18 -0.089 |
C.Diff .18 0.96 -0.220 I

In calendar year (CY) 2015, CMS re-based the national standard for the six NHSN measures,
moving the national SIRs of 1 to reflect nationwide improvement since their previous baseline in
CY 2013. Under these new, re-based measures, Maryland has additional room to improve on
three of the four measures, where Maryland’s SIR is greater than the national standard of 1 (See
Figure 5). For example, the re-based SIR for Methicillin resistant Staphylococcus aureus
(MRSA) is 1.30 indicating that Maryland is performing 30% worse than the nation in 2015,
while previously for the same time period it was reported that the MRSA SIR was 1.18,
indicating that Maryland was 18% worse than the nation in 2013.
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Figure 5. Re-based NHSN Safety Measures, October 2015-September 2016

Measure* Maryland Performance National SIR (Rebased
Score (Oct 2015 - Sep CY I5)
2016)**
SSI-Colon 1.068 I
SSI-Hysterectomy 0.943 I
MRSA 1.303 I
C.Diff. 1.133 I

*Re-based measures for CLABSI and CAUTI were released for CY 2015 with an error, and were recently corrected
by NHSN; however, at the present time, not all Maryland hospital data is available NHSN for HSCRC use.

** This does not affect actual QBR scores for RY 18, but does indicate that our standing relative to the more recent
national standards is worse.

The QBR Safety domain does not include the Patient Safety Index Composite (PSI-90) measure
that is included in VBP. Currently, the Agency for Healthcare Research and Quality (AHRQ)
has yet to release a PSI-90 risk-adjustment methodology under ICD-10. The HSCRC plans to re-
adopt the PSI-90 composite measure on an all-payer basis as soon as the risk-adjustment is
available. Further, it should be noted that staff intends to have the subgroup of clinical experts
vet the PSI measures as part of its review of complication measures to use under the TCOC
model starting in RY 2021.

The Clinical Care or Mortality domain consists of one all-payer, all-cause inpatient mortality
measure in the QBR program, while the federal Medicare VBP program measures only three 30-
day condition-specific Mortality measures for Heart Attack, Heart Failure, and Pneumonia, as
well as a Total Hip and Knee Arthroplasty (THA/TKA) Risk Standardized Complication
measure. Staff still has not been able to obtain data from CMS for the THA/TKA Risk
Standardized Complication rate, which measures complications, readmissions, or death during
the index hospital admission or during a readmission following the specified procedures. Thus,
staff will not include this measure in RY 2020.1° Using the most current data available on
Hospital Compare, Maryland Medicare performs on par with the nation for all three condition-
specific measures of 30-day Mortality for the performance period of July 1, 2013 to June 30,
2016.

For RY 2018 time periods, staff has calculated improvement on the Maryland mortality measure

10 Staff notes that on an all-payer basis, patients receiving total hip or knee arthroplasty procedures are included in
the MHAC program, Readmission Reduction Incentive Program, and the QBR mortality measure.
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with and without palliative care patients. Figure 6 shows that overall Maryland improved on all-
payer, all-cause inpatient mortality; however, the improvement is 50% lower when palliative
care patients are included. The Commission discussed this issue at length last year, and
determined that the MD mortality measure should include palliative care patients in order to
comprehensively assess improvement on mortality/survival in Maryland and to avoid hospitals
receiving spurious credit for improvement due to increases in palliative care use or coding.

For this measure for RY 2019, HSCRC calculated scores for improvement that included
palliative care patients, and attainment that excluded palliative care patients. The combined
measure was put forward as an interim policy so that hospitals could gain familiarity with the
mortality measure that includes palliative care patients with risk-adjustment. For RY 2020, staff
recommends using the same measure of in-hospital mortality (survival) with palliative care
patients included for calculating both attainment and improvement scores. The updated measure
risk-adjusts for palliative care status and adjusts benchmarks to ensure that hospitals are not
unduly penalized for the higher mortality among palliative care patients. The staff is including
this change as a specific RY 2020 recommendation for Commission approval, as well as the
recommendation to continue to weigh the Clinical Care domain at 15%.

Figure 6. Inpatient Mortality Improvement With and Without Palliative Care, RY 2018

RY 2018 Statewide Percent
FY 2015 CY 2016
Unadjusted Survival Rates Change
w/o Palliative Care 97.68% 98.28% 0.62%
w Palliative Care 95.05% 95.33% 0.29%

Performance Results on Newly Proposed QBR Measures
Emergency Department (ED) Wait Times

As part of the strategic plan to examine performance measures, staff continues to evaluate other
measures available in public reporting. In the RY 2019 recommendation, staff noted that
Maryland has a sustained trend of performing poorly on the ED wait time measures compared to
the nation. These measures have been publicly reported nationally on Hospital Compare since
CY 2012 (for ED-1b and ED-2b), and since quarter 1 of 2014 (for OP-18b). Under the RY 2019
policy, HSCRC committed to “active” monitoring of the ED wait times measures with
consideration as to the feasibility of adding these measures to the QBR program in future years.

Staff has also reviewed trends in ED diversion, measured as the amount of time that hospitals
have voluntarily placed themselves on Yellow or Red Alert status, or involuntarily been placed
on Re-Route Alert status. Hospital use of Yellow and Red Alerts and time on Re-Route status
have declined rapidly in 2017, following a significant increase between 2013 and 2016. Staff
continues to monitor Alert status data, but notes that the Alert Status measures are inappropriate
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for pay-for-performance programs, as there is significant divergence in understanding of the
measures’ definition, use, and applicability.*!

Throughout 2017, staff has presented trends in emergency department throughput to the
Commission, met with concerned stakeholders, held work group meetings, and modeled different
incentives with contractor Mathematica Policy Research. Following this work, staff modeled two
CMS Hospital Compare measures of ED wait times for potential inclusion in the RY 2020 QBR
policy. Given the concern about this issue from stakeholders, the HSCRC has begun requesting
analysis and Efficiency Improvement Action Plans from hospitals that are outliers in ED
efficiency. Staff is recommending that the Commission also include the ED wait time measures
in the QBR program as a longer-term incentive to improve and sustain quality in this area of
hospital care.

The two measures modeled were ED-1b and ED-2b. A description of these measures is below in
Figure 7:12

Figure 7. ED Wait Time Measures
Measure ID Measure Title

ED-1b Median time from emergency department arrival to emergency
department departure for admitted emergency department patients

ED-2b Admit decision time to emergency department departure time for
admitted patient

OP-18* Emergency department arrival time to departure time for discharged
patients.

*OP-18 is not recommended to be a measure in the RY 2020 Program

The inclusion of ED wait times would focus on incentivizing hospitals to improve their ED wait
times to be closer to the national medians for their respective volume categories. The volume
categories, and performance by Maryland hospitals and nationwide, are provided in Figure 8
below.

11 Certain EMS providers do not pay attention to the Alert status of hospitals in determining to which hospital they
should transport their patient; certain hospitals do not use the Alert system as a matter of hospital-specific policy;
and *Maryland Institute for Emergency Medical Services Systems (MIEMSS) acknowledges that hospitals define
the Yellow Alert definition in different ways, and thus have different thresholds for deciding whether to go on
Yellow Alert.

12 Found at: https://www.medicare.gov/Hospital Compare/data/Data-Updated.htm|#MG3 . Last accessed 10/27/2017.

15


https://www.medicare.gov/HospitalCompare/data/Data-Updated.html#MG3

Figure 8. ED Volume Categories'3

Volume # of # of ED-1b ED-2b
Category Annual Maryland
Visits Hospitals
in each Nation MD % of MD Nation MD % of MD
volume hospitals above hospitals
category'* National above
Median National
Median
LOW 0-19,999 3 214 291 33.3% 58 84 33.3%
visits
MEDIUM 20,000- 9 258 428 88.9% 89 168 88.9%
39,999
Visits
HIGH 40,000- 16 296 365 93.8% 119 150 81.3%
59,999
visits
VERY 60,000 + 17 334 433 88.2% 136 186 70.6%
HIGH Visits

As shown in the Figure above, 85.7% of Maryland hospitals perform worse than the nation in
ED-1b, which is median time from emergency department arrival to emergency department

departure for admitted emergency department patients, and 78.6% perform worse than the nation
in ED-2b, which is admit decision time to emergency department departure time for admitted
patients. Of note, some outlier hospitals have ED-1b median wait times in excess of ten hours

(see Appendix 1V).

Staff in conjunction with its contractor, Mathematica Policy Research, also examined the rank

order correlation of ED measures with HCAHPS measures to determine the degree to which
shorter ED wait times are correlated with better HCAHPS ratings. For all ED volume categories,

13 Scores reflect most recent data, which is CY 2016 (CMS Hospital Compare measures typically have a 9-month
delay).

14 This Volume Category is based on ED visits in CY 2014 (the base period under the modeling).
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Mathematica found that ED-1b and ED-2b measures were significantly correlated with HCAHPS
measures, and shorter wait times are associated with better HCAHPS ratings.

Staff, therefore, recommends inclusion of ED-1b and 2b measures for the QBR program, which
focus on ED visits that ultimately result in an inpatient admission. These measures would be
included in the Person and Community Engagement domain. Staff acknowledges the importance
of the ED wait time measure in the outpatient setting (OP-18b), as approximately 85% of
emergency department visits do not result in an admission. However, staff is reluctant to include
this measure at this time, given that the incentives of the Global Budget Revenue system are
largely to enhance care management and reduce unnecessary and avoidable utilization, which
may not align with reduced outpatient time. In addition, the patients to whom the OP-18b
measure applies are not eligible to complete the HCAHPS survey since they are treated in the
outpatient setting and not included in the sample frame, because HCAHPS is only administered
to a random sample of adult inpatients admitted in the medical, surgical and maternity care
service lines between 48 hours and six weeks after discharge.

The staff modeled rewarding hospitals for improving their performance relative to the national
median (on a scale of 0-9 possible points). Hospitals at or below the national median (i.e., more
efficient) in the performance period would receive a full 10 points on the measure. Additionally,
recognizing the multi-faceted challenges to improving ED throughput, staff has modeled built in
protections for hospitals making measurable improvement. To that end, in the modeling,
hospitals that are below the national median but improve enough to receive at least 1 point on
each of the measures modeled receive the better of their QBR scores, with or without the ED
wait times included in the Person and Community Engagement domain.

Including ED wait times (using RY 2018 data) would have the following impact on hospitals:
» 26 hospitals would have a lower QBR score (average -.017 lower);
» 1 hospital would have the same score (protected);
» 17 hospitals would have a higher score (average .028 higher).

To see the modeling results by-hospital, please refer to Appendix IV.

RY 2020 Domain Weighting

HSCRC staff is proposing to add two ED wait time measures to the Person and Community
Engagement domain, but is proposing no changes to the domain weights for RY 2020, as
displayed in Figure 9 below. By definition, this means that the ED wait times would effectively
reduce the weight of individual HCAHPS measures in the Person and Community Engagement
domain (from 10 points out of 100 to 10 points out of 120). Staff feels comfortable with this
weight distribution given that the HCAHPS measures and the ED wait time performance are
correlated with one another. Appendix I details the available published performance standards
for each measure by domain.
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Figure 9. Proposed Measure Domain Weights for the CMS Hospital VBP Program and
Proposed Domain Weights for the QBR Program, RY 2020

Person and Community

90)

Clinical Care Engagement Safety Efficiency

. 35% (7 measures -
QBR RY 2020 | 15% (1 measure - Mortality) 50% (8 measures - 8 HCAHPS) Infection + PC-01) PAU
QBR RY 2020 0 ] 0 ]
(w/ ED Wait 15% (1 measure - Mortality) E%AV\%?,[¢?;S£)ES 8 HCAHPS +2 fr?fé::t(iz)rqnia;g-e&) PAU
Times)

. 25% (7 measures -
CMS FFY 25% (4 measures - condition- 0 i . i i 0
2020 VBP specific Mortality; THA/TKA) 25% (8 measures - HCAHPS ) Infection, PC-01, PSI- | 25%

RY 2020 Modeling

HSCRC staff modeled hospital QBR scores and revenue adjustments consistent with the preset
scaling approach approved for RY 2019. With the exception of the HSCRC-derived measures,
the thresholds and benchmarks for the QBR scoring methodology are based on the national
average (threshold) and the top performance (benchmark) values for all measures. A score of 0
means that performance on all measures are below the national average or not improved, while a
score of 1 means all measures are at or better than the top 5 percent best performing rates.
Although hospital scores reflect performance relative to the national thresholds and benchmarks,
the previous use of a statewide distribution to set the scaling for financial incentive payment
adjustments created a disconnect between Maryland and national performance. The problem
resulting from using Maryland scores for scaling was evident in the initial results for RY 2017,
which provided significant reward payments despite the State’s unfavorable collective
performance. Thus, the Commission moved to a preset scale that reflects a full distribution and
raised the reward potential to 2% of inpatient revenue for RY 2019. Given continued poor

performance for Maryland relative to the nation, staff believes that the more aggressive scaling is

warranted and proposes to continue this scale for RY 2020 QBR program.

This preset scale uses a modified full score distribution ranging from 0% to 80%, and sets the
reward/penalty cut-point at 45%. The 45% cutoff was established by estimating the national
average VBP scores for FFY2017 without the efficiency domain and with RY 2017 Maryland
QBR-specific weights applied, which was 41%. Therefore, HSCRC staff recommended 45% as

the cut-point for RY 2019 in order to establish an aggressive bar for receiving rewards. Currently

FFY2018 VBP scores have not yet been released and thus we have not updated this analysis.

Staff modeled hospital scores for RY 2020 QBR using the aforementioned preset scale with a
cutoff point of 45% and RY 2018 data (the most current data at the time of the modeling). Staff
also incorporated two changes into its modelling between RY 2019 and RY 2020 that were

discussed in detail earlier in the policy recommendation. They are as follows:
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- The Maryland Mortality measure includes palliative care cases (risk-adjusted for palliative
care status) for both improvement and attainment

- (Optional) The addition of ED-1b and ED-2b, two measures of ED Throughput efficiency.

The inclusion of ED wait times is listed as optional, because it was not previously approved by
Commissioners, unlike the inclusion of palliative care for both improvement and attainment. As
such, staff modelled QBR with and without ED measures to provide an immediate choice to
Commissioners, but staff nevertheless still advocates for inclusion of the ED measures in the
QBR program.

Hospital-specific scores, modeling RY 2018 data with RY 2020 measures, are included in
Appendix V.1

The modeled hospital-specific and statewide revenue impacts (with or without ED modeling) are
found in Appendix VI. With ED measures excluded, 2 hospitals receive rewards totaling $2.4M
and the remaining hospitals receive penalties totaling $49.2M. With the ED measures included,

3 hospitals receive rewards totaling $2.2M, and the remaining hospitals receive penalties totaling
$53.1M.

FUTURE TOTAL COST OF CARE MODEL DIRECTION

To date, Maryland hospitals have met all of the Agreement goals laid out in the current contract
with CMS. For the Total Cost of Care Model, which will begin in January 2019, current contract
terms do not define specific quality performance targets. The HSCRC, in consultation with staff
and industry, has begun laying the framework for establishing specific quality performance
targets in the Total Cost of Care Model. Specifically, performance targets must be aggressive and
progressive, must align with other HSCRC programs, must be comparable to federal programs,
and must consider rankings relative to the nation. But beyond guiding principles, nothing
definitive has yet been established.

For the RY 2020 final recommendations, staff considered the Commission discussions regarding
the overall strategy for the quality programs under the new Total Cost of Care (TCOC) Model —
most notably, meeting contractually obligated Quality goals while making as few changes as
possible to the final year of the current model in light of the additional work required to develop
new targets and to better align measures with total cost of care.

Work will begin shortly to develop new policy targets, as this is a straightforward exercise, but
aligning measures will require more time, because this requires more than adding hospital quality

15 Johns Hopkins Hospital data was suppressed in Quarter 3 of 2016; therefore, all RY 2020 modeling includes
Hospital Compare scores for Johns Hopkins Hospital from one quarter back (July 2015-June 2016).

19



measures or assessing performance relative to the nation. Rather, it requires bundling outcomes
across quality programs, evaluating opportunities for performance standards outside the hospital
walls, ensuring that GBR financial incentives are compatible, and developing reporting measures
that are more holistic and patient-centered. To meet these requirements, various exercises will
be needed, including: convening a clinical subgroup to evaluate the universe of measures of
complications that Maryland should include in its pay for performance regimen; evaluating
external data sources to determine if the Commission can utilize them to incentivize
improvement outside the hospital; revisiting financial methodologies and cultivating new ones,
such as Inter-Hospital Cost Comparison, to ensure resources are being disseminated in
accordance with TCOC model goals; and potentially even establishing an overarching service
line approach to the Hospital Quality programs so as to break down silos and promulgate a more
holistic and patient-centered environment. Staff acknowledges this will require a lot of work in
concert with industry and stakeholders, but the success of the TCOC model depends on reducing
cost on a per capita basis without compromising quality of care.

STAKEHOLDER COMMENTS AND RESPONSES

HSCRC received written comments from the Maryland Hospital Association (MHA), Johns
Hopkins Hospital (JHH), and Anne Arundel Medical Center (AAMC). Comments were with
regard to the VBP program (upon which the QBR program is primarily based), and related
specifically to the aggressive payment scale and to concerns about including ED wait times
measures in the QBR program. Staff offers the following responses to the comments.

Program is modeled after VBP, which is burdensome and flawed (MHA)-

Staff responses:

e Maryland must meet or exceed performance levels in quality and cost under our Model
agreement with CMS. Specifically, each year Maryland must submit to CMS our
outcomes on VBP and other quality measures to receive an annual exemption for the
CMS VBP program; Maryland could lose exemption from VBP and still maintain other
elements of the model.

e Under the VBP program, all US hospitals are held accountable to performance levels on
the HCAHPS and NHSN measures.

e Further, these measures are part of the CMS Star ratings program, and the NHSN
infection measures are also part of the federal HAC Reduction Program, to which
industry has recently indicated that they would like to move.

¢ In addition to providing for national comparisons on our performance for the CMS-
administered programs, both of these measure domains are part of the healthcare
purchaser sponsored Leapfrog Group’s Safety Grade reporting program.

Payment scale is very Aggressive (MHA) —

e MHA notes that approximately two thirds of hospitals in the nation would have been
penalized in federal fiscal year 2017 if Maryland payment scale were applied nationally.
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Staff analysis confirms this attestation but notes that 50% of national hospitals are
penalized under the VBP program and that Maryland purposely raised scale to drive
greater improvement. In addition, the previous relatively ranked scale, set using the
statewide average, resulted in a lower cut point for rewards, and in effect rewarded poor
hospital performance relative to the nation.

ED wait time measures: lack of national experience, distraction, unintended
consequences, concerns about measures recommended and data lag (MHA, JHH, AAMC)-

MHA notes that Maryland hospitals are revolutionizing patient admission, discharge, and
overall patient navigation processes with early successes.

o JHH notes that it has recently launched its Capacity Command Center, which
employs systems engineering, predictive analytics, and innovative problem-
solving to better manage patients.

o AAMC also notes that they have dramatically improved performance in FY 2018
compared with FY 2017 in performance on ED-1b, OP-18b and in lowering ED
diversion time; they add that the data are 9 months old and not reflective of the
improvements.

Staff notes that the implementation of these early successes are not yet showing
measurable results in the modeling, as Maryland performed among the poorest in the
nation on standardized measures in CY2014-2016, and adds that targeted incentives have
potential to support all hospitals in identifying and remedying root causes of issues of
concern. Staff lauds AAMC'’s efforts and measured improvements and notes that
including the measures in QBR would likely benefit them and similarly performing
hospitals when comparing a base period of CY 2016 against data through quarter 3 of
2017, albeit with a 9 month delay in the data. Staff further notes that other measures
such as the federal 30-day mortality measures use data with a much longer lag time.
Further, staff agrees with AAMC’s assertions that improvement in this area requires a
culture change with sustained efforts.

AAMC supports using ED-1b, OP-18b, and ED diversion data collected by MIEMSS.
Staff supports an initial focus on admitted patients, and believes that use of ED-2b also
addresses the concerns raised by physician stakeholders. Staff notes the voluntary
nature and inconsistency of the diversion data collection and reporting, and does not
believe that the diversion data is sufficiently reliable at this time for use in the QBR
program.

AAMC supports giving hospitals credit for attainment as well as improvement, and
supports stratification by hospital ED volume category.

Staff notes that the scoring methodology recommends awarding a full 10 points to
hospitals at or below (more efficient) the national medians (attainment level) for their
respective volume categories in the performance period.

JHH supports collaboration between HSCRC, MIEMSS, MHA, MDH, and the physician
community to identify the factors leading to higher ED wait times.
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Staff agrees that there are multiple factors leading to increased wait times that are likely
to vary across hospitals and supports initiatives that engage multiple stakeholders to
further research the root causes of this problem. However, staff asserts that merely
identifying factors leading to higher wait times, factors like insufficient behavioral
healthcare, which are endemic to most other states, does not address how Maryland will
improve its poor performance relative the nation. Therefore, staff continues to support
its recommendation to include ED wait time measures in the Commission pay for
performance policies. Given stakeholder concerns, the Commission can vote to approve
this policy with or without this specific recommendation.

MHA indicates that State efforts should instead target care network/system adequacy, with
particular emphasis on behavioral health services, and availability of 24/7 non-emergent
care.

Staff agrees these outputs should be addressed in order to improve the outcome of
improved ED wait times, and staff believes hospital pay-for-performance incentives have
the potential to bolster hospitals’ efforts toward supporting these improvements. Staff
notes the successes in improving ED.

RECOMMENDATIONS FOR RY 2020 QBR PROGRAM

1.

Update the Maryland Mortality Measure to include palliative care cases (risk-adjusted for
palliative care status) for calculating both attainment and improvement scores.

Consider inclusion of ED Wait Time measures in the Person and Community Engagement
domain.

Weight the domains as follows for determining hospitals’ overall performance scores:
Person and Community Engagement - 50%, Safety - 35%, Clinical Care - 15%.

Maintain RY 2019 Pre-set Scaling Options, and continue to hold 2% of inpatient revenue at-
risk for the QBR program.
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APPENDIX I. HSCRC QBR PROGRAM DETAILS

Domain Weights and Revenue at-Risk

As illustrated in the body of the report, for the RY 2018 QBR program, the HSCRC will weight
the clinical care domain at 15 percent of the final score, the Safety domain at 35 percent, and the
Person and Community Engagement domain at 50 percent.

The HSCRC sets aside a percentage of hospital inpatient revenue to be held “at risk” based on
each hospital’s QBR program performance. Hospital performance scores are translated into
rewards and penalties in a process that is referred to as scaling.® Rewards (referred to as positive
scaled amounts) or penalties (referred to as negative scaled amounts) are then applied to each
hospital’s update factor for the rate year. The rewards or penalties are applied on a one-time
basis and are not considered permanent revenue. The Commission previously approved scaling a
maximum reward of one percent and a penalty of two percent of total approved base inpatient
revenue across all hospitals for RY 2019.

HSCRC staff has worked with stakeholders over the last several years to align the QBR
measures, thresholds, benchmark values, time lag periods, and amount of revenue at risk with
those used by the CMS VBP program where feasible,!” allowing the HSCRC to use data
submitted directly to CMS. As alluded to in the body of the report, Maryland implemented an
efficiency measure in relation to global budgets based on potentially avoidable utilization outside
of the QBR program. The potentially avoidable utilization (PAU) savings adjustment to hospital
rates is based on costs related to potentially avoidable admissions, as measured by the Agency
for Healthcare Research and Quality Prevention Quality Indicators (PQIs) and avoidable
readmissions. HSCRC staff will continue to work with key stakeholders to complete
development of an efficiency measure that incorporates population-based cost outcomes.

QBR Score Calculation

QBR Scores are evaluated by comparing a hospital’s performance rate to its base period rate, as
well as the threshold (which is the median, or 50" percentile, of all hospitals’ performance
during the baseline period), and the benchmark, (which is the mean of the top decile, or
approximately the 95" percentile, during the baseline period).*8

16 Scaling refers to the differential allocation of a pre-determined portion of base-regulated hospital inpatient
revenue based on assessment of the quality of hospital performance.

1" HSCRC has used data for some of the QBR measures (e.g., CMS core measures, CDC NHSN CLABSI, CAUTI)
submitted to the Maryland Health Care Commission (MHCC) and applied state-based benchmarks and thresholds
for these measures to calculate hospitals’ QBR scores up to the period used for RY 2017.

18 If included in RY 2020 QBR, the ED wait time measures will not have a benchmark, but will calculate hospital
improvement relative to the national threshold, which is the national median for each respective volume category.
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Attainment Points: During the performance period, attainment points are awarded by comparing
an individual hospital’s rates with the threshold and the benchmark. With the exception of the
MD Mortality measure applied to all payers, the benchmarks and thresholds are the same as
those used by CMS for the VBP program measures.*® For each measure, a hospital that has a
rate at or above benchmark receives 10 attainment points. A hospital that has a rate below the
attainment threshold receives 0 attainment points. A hospital that has a rate at or above the
attainment threshold and below the benchmark receives 1-9 attainment points

Improvement Points: The improvement points are awarded by comparing a hospital’s rates
during the performance period to the hospital’s rates from the baseline period. A hospital that has
a rate at or above the attainment benchmark receives 9 improvement points. A hospital that has a
rate at or below baseline period rate receives 0 improvement points. A hospital that has a rate
between the baseline period rate and the attainment benchmark receives 0-9 improvement points.

Consistency Points: The consistency points relate only to the experience of care domain. The
purpose of these points is to reward hospitals that have scores above the national 50" percentile
in all of the eight HCAHPS dimensions. If they do, they receive the full 20 points. If they do not,
the dimension for which the hospital received the lowest score is compared to the range between
the national O percentile (floor) and the 50" percentile (threshold) and is awarded points
proportionately.

Domain Denominator Adjustments: In particular instances, QBR measures will be excluded
from the QBR program for individual hospitals. In the Person and Community Engagement
domain, ED wait time measures (if included in the RY 2020 program) will be excluded for
protected hospitals. As described in the body of the report, a hospital may exclude one or both of
the ED wait time measures if it has earned at least one improvement point and if its improvement
score would reduce its overall QBR score. If a measure is excluded, the Person and Community
Engagement domain will reduce from 120 total points to 110 points.

Similarly, hospitals are exempt from measurement for any of the NHSN Safety measures for
which there is less than 1 predicted case in the performance period. If a hospital is exempt from
an NHSN measure, its Safety domain score denominator reduces from 60 to 50 points. If it is
exempt from two measures, the Safety domain score denominator would be 40 total possible
points. Hospitals must have at least 3 of 6 Safety measures in order to be included in the Safety
domain.

Domain Scores: Composite scores are then calculated for each domain by adding up all of the
measure scores in a given domain divided by the total possible points x 100. The better of
attainment and improvement for experience of care scores is also added together to arrive at the

19 If included in RY 2020 QBR, the ED wait times would not calculate attainment points, but would instead award a
full 10 points to hospitals at or below (more efficient) than the national medians for their respective volume
categories in the performance period.
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experience of care base points. Base points and the consistency score are added together to
determine the experience of care domain score.

Total Performance Score: The total Performance Score is computed by multiplying the domain
scores by their specified weights, then adding those totals and dividing them by the highest total
possible score. The Total Performance Score is then translated into a reward/ penalty that is
applied to hospital revenue.
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RY 2020 Proposed Timeline (Base and Performance Periods; Financial Impact)
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RY 2020 QBR Performance Standards

Person and Community Engagement Domain

Dimension Benchmark Achievement Floor
Threshold
Communication with 87.12% 79.08% 51.80%
Nurses
Communication with 88.44 80.41% 50.67%
Doctors
Responsiveness of Hospital 80.14% 65.07% 35.74%
Staff
Communication about 73.86% 63.30% 26.16%
Medicines
Cleanliness and Quietness 79.42% 65.72% 41.92%
of Hospital Environment
Discharge Information 92.11% 87.44% 66.72%
3-Item Care Transition 62.50% 51.14% 20.33%
Overall Rating of Hospital 85.12% 71.59% 32.47%
Safety Domain
Measure ID* Measure Description Benchmark Achievement
Threshold
CAUTI Catheter-Associated Urinary 0 0.828
Tract Infection
CDI Clostridium difficile Infection 0.091 0.852
CLABSI Central Line-Associated Blood 0 0.784
Stream Infection
MRSA Methicillin-Resistant 0 0.815
Staphylococcus aureus
PC-01 Elective Delivery Prior to 39 0 0
Completed Weeks Gestation
SSI _ i
y SSI - Abdominal 0 0.722
ysterectomy
SSI - Colon Surgery 0 0.781
Mortality Domain
Measure Description Achievement
E 3
Measure ID Benchmark Threshold
Mortality All Condition Inpatient 96.7046 94.8918

Mortality
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APPENDIX Il. MARYLAND EMERGENCY DEPARTMENT DIVERSION

Maryland Emergency Department Diversion (by Alert Type, By Quarter) is presented below.
Yellow Alerts are voluntary, and indicate that a hospital’s emergency department temporarily
requests that it receive absolutely no patients in need of urgent medical care.?’ Red Alerts are
also voluntary, and indicate that a hospital has no ECG monitored beds available.?* Reroute
Alerts are involuntary, and indicate that an advanced life support/basic life support unit is being
held in the emergency department due to lack of an available bed.?? For all three alert types,
statewide alert hours have decreased in the second quarter of 2017, when compared to the same
time period in 2016.

Alert Hours by Quarter

12000

10000

B

6000

ATty

y ) T . A b aln y - . 4
o g & N 5;'&‘7’ & M::T-b o8 @ P o S
> r Y & " 3 ) =] ] L= ) )
"§’ oLy \&:\: oy ﬁ?-g\ 4?\ -*§’ ﬂ?l‘» ot ’LQ\' L@, O E:» ) ‘15? _\55\, i e
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2 Full Yellow Alert Definition, per MIEMSS: The emergency department temporarily requests that it receive
absolutely no patients in need of urgent medical care. Yellow alert is initiated because the Emergency dept is
experiencing a temporary overwhelming overload such that priority 1l and 111 patients may not be managed safely.
Prior to diverting pediatric patients, medical consultation is advised for pediatric patient transports when emergency
departments are on yellow alert.

2L Full Red Alert Definition, per MIEMSS: The hospital has no ECG monitored beds available. These ECG
monitored beds will include all in-patient critical care areas and telemetry beds.

22 Fyll ReRoute Alert Definition, per MIEMSS: An ALS/BLS unit is being held in the emergency department of a
hospital due to lack of an available bed. (This does not replace Yellow Alert.)
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APPENDIX lll. HCAHPS HOSPITAL-LEVEL ATTAINMENT AND IMPROVEMENT,
MARYLAND COMPARED TO THE NATION

As illustrated in the box plot graphs below, HSCRC staff analyzed the range of hospital
performance for both Maryland (blue dots) and the nation (gray dots) in order to understand the
distribution of attainment (Figure 1) and improvement (Figure 2) on HCAHPS survey results
for Maryland compared to the nation. For each box plot, the center shaded region represents the
values in the interquartile range (between 25th and 75th percentile of scores), with the median
of the scores located at the center of the region. The top and bottom of the shaded region
indicate the 75th and 25th percentile, respectively. Outliers are indicated by any values outside
of the whiskers (the lines extending above and below the shaded region). The range of
Maryland hospital scores reflects that some Maryland hospitals, while not necessarily
performing above the 75th percentile, are able to perform above the national average.

While the statewide data suggests that Maryland continues to lag behind the nation, there is
variability in hospital performance, with some hospitals performing better than the national
average on each measure. Furthermore, while the statewide improvements were modest, there
were individual hospitals with significant improvements on each measure. The figures below
illustrate HCAHPS performance and HCAHPS improvement by hospital for Maryland and for
non-Maryland.
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Figure 1. HCAHPS Hospital Performance Distribution, Maryland Compared to the Nation

HCAHPS top box results
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Figure 2. HCAHPS Hospital Improvement, Maryland Compared to the Nation

HCAHPS difference between base and performance
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APPENDIX IV. MODELING OF ED WAIT TIME — IMPACT ON HCAHPS DOMAIN

e ] 020 [ Hearies pomain |
National Base | Perform National Base | Perform
Hospital Volume Benchmark | (in ance (in | Improvement Benchmark (in ance (in | Improvement | Without | With
CMS ID | Name Indicator (in Minutes) | Min) Min) Points (in Minutes) Min) Min) Points ED ED
210001 | Meritus VERY HIGH 332 358 374 0 130 190 185 0 0.22 0.1833
210002 | UMMC VERY HIGH 332 662 662 0 130 394 326 2 0.22 0.2000
210003 | PG Hospital | HIGH 295 580 587 0 111 326 303 1 0.02 0.0250
210004 | Holy Cross VERY HIGH 332 406 463 0 130 160 210 0 0.14 0.1167
210005 | Frederick VERY HIGH 332 320 335 0 130 110 108 10 0.29 0.3250
210006 | UM-Harford MEDIUM 259 327 335 0 88 105 112 0 0.09 0.0750
210008 | Mercy VERY HIGH 332 326 362 0 130 89 130 0 0.38 0.3167
Johns
210009* | Hopkins VERY HIGH 332 525 597 0 130 210 251 0 0.38 0.3667
UM-
210010 | Dorchester MEDIUM 259 394 359 2 88 134 120 3 0.13 0.1500
210011 | St. Agnes VERY HIGH 332 360 370 0 130 124 128 10 0.14 0.2000
210012 | Sinai VERY HIGH 332 460 610 0 130 165 239 0 0.23 0.1917
Bon
210013 | Secours MEDIUM 259 448 366 4 88 204 169 3 0.05 0.1000
MedStar Fr
210015 | Square VERY HIGH 332 430 463 0 130 160 175 0 0.13 0.1083
Washington
210016¢ | Adventist HIGH 295 488 434 2 111 254 226 1 0.19 0.1900
210017 | Garrett LOW 216 199 206 10 60 49 60 0 0.34 0.3667
MedStar
Montgomer
210018 | y MEDIUM 259 309 332 0 88 142 157 0 0.17 0.1417
210019 | Peninsula VERY HIGH 332 317 310 10 130 146 152 0 0.42 0.4333
210022 | Suburban HIGH 295 422 353 5 111 225 182 3 0.37 0.3750
Anne
210023 | Arundel VERY HIGH 332 524 525 0 130 308 298 0 0.37 0.3083
MedStar
210024 | Union Mem VERY HIGH 332 348 368 0 130 137 154 0 0.35 0.2917
Western
210027 | Maryland HIGH 295 298 309 0 111 113 98 10 0.28 0.3167
MedStar St.
210028 | Mary's HIGH 295 375 448 0 111 160 210 0 0.29 0.2417
210029 | JH Bayview HIGH 295 437 486 0 111 180 197 0 0.13 0.1083
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ED-2b HCAHPS Domain
National Base | Perform National Base | Perform
Hospital Volume Benchmark | (in ance (in Improvement Benchmark (in ance (in Improvement Without | With
CMS ID Name Indicator (in Minutes) | Min) Min) Points (in Minutes) Min) Min) Points ED ED
UM-
Chestertow
210030 | n LOW 216 329 352 0 60 92 98 0 0.1 0.0833
Union of
210032 | Cecil MEDIUM 259 289 323 0 88 84 90 0 0.25 0.2083
210033 | Carroll HIGH 295 336 353 0 111 93 158 0 0.12 0.1000
MedStar
210034 | Harbor HIGH 295 309 357 0 111 121 151 0 0.16 0.1333
UM-Charles
210035 | Regional VERY HIGH 332 293 327 10 130 94 91 10 0.11 0.2583
210037 | UM-Easton MEDIUM 259 394 359 2 88 134 120 3 0.13 0.1500
UMMC
210038 | Midtown MEDIUM 259 361 445 0 88 155 161 0 0.13 0.1083
210039 | Calvert HIGH 295 386 413 0 111 160 175 0 0.2 0.1667
210040 | Northwest HIGH 295 464 362 6 111 188 110 10 0.45 0.5083
210043@ | UM-BWMC VERY HIGH 332 427 431 0 130 215 202 1 0.19 0.1727
210044 | GBMC HIGH 295 311 368 0 111 110 134 0 0.23 0.1917
Howard
210048 | County VERY HIGH 332 439 462 0 130 198 205 0 0.18 0.1500
UM-Upper
210049 | Chesapeake | VERY HIGH 332 346 341 3 130 114 114 10 0.2 0.2750
210051 | Doctors HIGH 295 396 410 0 111 142 176 0 0.13 0.1083
Laurel
210055 | Regional MEDIUM 259 390 499 0 88 169 252 0 0.06 0.0500
MedStar
210056 | Good Sam HIGH 295 392 397 0 111 141 141 0 0.13 0.1083
Shady
210057 | Grove VERY HIGH 332 369 380 0 130 144 166 0 0.22 0.1833
Ft.
210060 | Washington HIGH 295 273 278 10 111 72 86 10 0.17 0.3083
Atlantic
210061 | General MEDIUM 259 236 222 10 88 79 74 10 0.21 0.3417
MedStar
Southern
210062 | MD HIGH 295 403 379 2 111 170 140 5 0.11 0.1500
210063 | UM-St. Joe HIGH 295 355 396 0 111 113 129 0 0.52 0.4333

In this figure, base period is CY 2014 and performance period is Oct 2015 to Sept 2016.
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*Data for Johns Hopkins Hospital has changed significantly from the draft QBR policy for two reasons: 1. An error was identified in the ED wait time
measures modeling for JHH and, 2. HSCRC received the hospitals’ data for the correct time period that had been previously suppressed.

¢+ QBR Score for 210016 — Washington Adventist Hospital “with ED” is protected, as the hospital improved on both ED wait time measures between base and
performance; model returned better of QBR scores.

® QBR Score for 210043 — UM-Baltimore Washington “with ED” includes ED-1b only, as the hospital improved between base and performance for ED-2b;
model took better of QBR scores with or without ED-2b.
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APPENDIX V. MODELING OF SCORES BY DOMAIN: RY 2018 QBR DATA WITH RY 2020 MEASURES

This appendix includes the HCAHPS domain without the ED measure inclusion.

Mortality
HCAHPS HCAHPS Final Mortality Safety Safety
Hospital Hospital Final HCAHPS Final Points - Final Score | Total Safety Final Total
ID Name Points Denom. Score Modeled - Modeled | Points | Denom. | Score | Score
210001 | Meritus 22 100 0.22 5 0.5 14 60 | 0.2333 | 0.2667
210002 | UMMC 22 100 0.22 4 0.4 14 60 | 0.2333 | 0.2517
210003 | PG Hospital 2 100 0.02 1 0.1 29 60 | 0.4833 | 0.1942
210004 | Holy Cross 14 100 0.14 9 0.9 19 60 | 0.3167 | 0.3158
210005 | Frederick 29 100 0.29 10 1 14 60 | 0.2333 | 0.3767
210006 | UM-Harford 9 100 0.09 6 0.6 9 30 | 0.3000 | 0.2400
210008 | Mercy 38 100 0.38 0 35 60 | 0.5833 | 0.3942
Johns
210009 | Hopkins* 38 100 0.38 7 0.7 19 60 | 0.3167 | 0.4058
UM-
210010 | Dorchester 13 100 0.13 3 0.3 20 60 | 0.3333 | 0.2267
210011 | St. Agnes 14 100 0.14 4 0.4 16 60 | 0.2667 | 0.2233
210012 | Sinai 23 100 0.23 7 0.7 17 60 | 0.2833 | 0.3192
210013 | Bon Secours 5 100 0.05 0 0 8 40 | 0.2000 | 0.0950
MedStar Fr
210015 | Square 13 100 0.13 10 1 26 60 | 0.4333 | 0.3667
Washington
210016 | Adventist 19 100 0.19 0.3 27 60 | 0.4500 | 0.2975
210017 | Garrett 34 100 0.34 0.5 0.3768
MedStar
210018 | Montgomery 17 100 0.17 0.6 44 60 | 0.7333 | 0.4317
210019 | Peninsula 42 100 0.42 0.5 24 60 | 0.4000 | 0.4250
210022 | Suburban 37 100 0.37 0.7 22 50 | 0.4400 | 0.4440
Anne
210023 | Arundel 37 100 0.37 1 0.1 21 60 | 0.3500 | 0.3225
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Mortality

HCAHPS HCAHPS Final Mortality Safety Safety
Hospital Hospital Final HCAHPS Final Points - Final Score | Total Safety Final Total
ID Name Points Denom. Score Modeled - Modeled Points | Denom. | Score | Score

MedStar

210024 | Union Mem 35 100 0.35 7 0.7 11 50 | 0.2200 | 0.3570
Western

210027 | Maryland 28 100 0.28 4 0.4 8 60 | 0.1333 | 0.2467
MedStar St.

210028 | Mary's 29 100 0.29 0.4 10 30 | 0.3333 | 0.3217

210029 | JH Bayview 13 100 0.13 0.4 23 60 | 0.3833 | 0.2592
UM-

210030 | Chestertown 10 100 0.1 0 0 0.0770
Union of

210032 | Cecil 25 100 0.25 10 21 60 | 0.3500 | 0.3975

210033 | Carroll 12 100 0.12 10 30 60 | 0.5000 | 0.3850
MedStar

210034 | Harbor 16 100 0.16 7 0.7 32 60 | 0.5333 | 0.3717
UM-Charles

210035 | Regional 11 100 0.11 5 0.5 28 60 | 0.4667 | 0.2933

210037 | UM-Easton 13 100 0.13 20 60 | 0.3333 | 0.1817
UMMC

210038 | Midtown 13 100 0.13 8 0.8 17 40 | 0.4250 | 0.3338

210039 | Calvert 20 100 0.2 10 20 40 | 0.5000 | 0.4250

210040 | Northwest 45 100 0.45 10 19 50 | 0.3800 | 0.5080

210043 | UM-BWMC 19 100 0.19 3 0.3 18 60 | 0.3000 | 0.2450

210044 | GBMC 23 100 0.23 10 16 60 | 0.2667 | 0.3583
Howard

210048 | County 18 100 0.18 10 1 29 60 | 0.4833 | 0.4092
UM-Upper

210049 | Chesapeake 20 100 0.2 5 0.5 13 60 | 0.2167 | 0.2508

210051 | Doctors 13 100 0.13 0.4 35 50 | 0.7000 | 0.3700
Laurel

210055 | Regional 6 100 0.06 2 0.2 6 40 | 0.1500 | 0.1125
MedStar

210056 | Good Sam 13 100 0.13 5 0.5 14 50 | 0.2800 | 0.2380
Shady

210057 | Grove 22 100 0.22 1 0.1 26 60 | 0.4333 | 0.2767
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Mortality

HCAHPS HCAHPS Final Mortality Safety Safety
Hospital Hospital Final HCAHPS Final Points - Final Score | Total Safety Final Total
ID Name Points Denom. Score Modeled - Modeled Points | Denom. | Score | Score

Ft.

210060 | Washington 17 100 0.17 6 0.6 0.2689
Atlantic

210061 | General 21 100 0.21 10 1 23 40 | 0.5750 | 0.4563
MedStar
Southern

210062 | MD 11 100 0.11 0 14 60 | 0.2333 | 0.1367

210063 | UM-St. Joe 52 100 0.52 10 32 60 | 0.5333 | 0.5967
HC-

210065 | Germantown 10 100 0.1 10 1 10 30 | 0.3333 | 0.3167

*Data for Johns Hopkins Hospital has changed significantly from the draft QBR policy for two reasons: 1. An error was identified in the ED wait time
measures modeling for JHH and, 2. HSCRC received the hospitals’ data for the correct time period that had been previously suppressed.
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APPENDIX VI. MODELING OF QBR PROGRAM FINANCIAL IMPACT

RY 2020 QBR SCALING - Modeled with RY 2018 prelim
final data and RY 2020 Measures

Without ED Wait Times Measures

With ED Wait Times Measures

RY 2018 0 RY2018 |
woso | vosemawnaue | Tremae | oan” | wrevme | sneone | Q3| | Sere

Score Score et
210001 | MERITUS $ 185,173,878 27% 20.81% -$1,508,920 25% | -0.90% | -$1,659,981
210002 I\U/I'XII;/\I(EFASI\II-IIZ—)Y OF $ 874,727,573 25% -0.88% $7,711,015 24% | -093% | -$8,098,033
210003 | PRINCE GEORGE | $ 215,010,869 19% 1.14% -$2,444,865 20% | -1.13% | -$2,420,545
210004 | HOLY CROSS $ 339,593,506 32% -0.60% -$2,024,807 30% | -065% | -$2,200,566
210005 ;EE%ES'/ELK $ 178,853,951 38% -0.33% $583,024 39% | -0.25% | -$443558
210006 | HARFORD $ 46,975,749 24% 20.93% ~$438,440 23% | -097% | -$454,099
210008 | MERCY $ 216,281,427 39% -0.25% $536,811 36% | -039% | -$841,094
210009 | JOHNS HOPKINS* | $  1,357,164,899 41% 20.20% -$2,666,075 37% | -034% | -$4,572,138
210010 | DORCHESTER $ 24,256,573 23% -0.99% -$240,782 24% | -095% | -$229,952
210011 | ST. AGNES $ 233,151,492 22% 11.01% -$2,348,665 25% | -0.87% | -$2,038262
210012 | SINAI $ 397,073,246 32% -0.58% -$2,309,113 30% | -067% | -$2,647,155
210013 | BON SECOURS $ 62,008,295 10% -1.58% -$978,353 12% | 147% | -$909,455
210015 | FRANKLIN SQUARE | $ 287,510,180 37% -0.37% -$1,065,002 36% | -042% | -$1,203,709
210016 | oo SHINCTON $ 150,097,509 30% -0.68% -$1,017,328 30% | -068% | -$1,017,328
210017 | GARRETT COUNTY | $ 21,836,267 38% -0.33% $71,041 40% | -0.23% ~$51,145
210018 '\GASNNESELMERY $ 79,298,762 43% -0.08% -$64,655 42% | -0.14% | -$114,543
210019 EEE‘I'&S\&LLA $ 235,729,906 43% -0.11% $261,022 43% | -008% | -$191,727
210022 | SUBURBAN $ 189,851,798 44% 20.03% -$50,627 45% | -0.02% -$29.533
210023 | ANNE ARUNDEL $ 296,168,973 32% 0.57% $1,678,291 20% | -070% | -$2,083713
210024 | UNION MEMORIAL | $ 231,121,787 36% 20.41% -$955,303 33% | -054% | -$1,255248
210027 | WESTERN $ 171,858,929 25% -0.90% -$1,553,185 27% | -0.82% | -$1,413,062
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RY 2020 QBR SCALING - Modeled with RY 2018 prelim
final data and RY 2020 Measures

Without ED Wait Times Measures

With ED Wait Times Measures

RY 2018 RY 2018 %
0,
HOSPID HOSPITAL NAME RY17 Permanent QBR 0% Revenue $ Revenue QBR Revenue $ Revenue
Inpatient Revenue Prelim Impact Impact Prelim Impact
Impact
Score Score

MARYLAND
210028 ST. MARY $ 77,346,008 32% -0.57% -$441,199 30% -0.68% -$524,234
210029 | HOPRINS BAYVIEW | g 548 529,477 26% -0.85% $2,956,227 25% | -0.90% | -$3,124,373
210030 CHESTERTOWN $ 18,989,104 8% -1.66% -$314,797 6% -1.71% -$325,600
210032 | oV oE i o AR s 68,179,037 40% -0.23% $159,084 38% | -033% | -$222,112
210033 CARROLL COUNTY $ 116,510,378 39% -0.29% -$336,586 38% -0.33% -$388,368
210034 HARBOR $ 107,761,881 37% -0.35% -$375,227 36% -0.41% -$439,190

CHARLES
210035 REGIONAL $ 68,387,041 29% -0.70% -$476,141 37% -0.37% -$250,752
210037 EASTON $ 100,000,562 18% -1.19% -$1,192,651 19% -1.15% -$1,148,006
210038 UMMC MIDTOWN $ 114,950,934 33% -0.52% -$593,913 32% -0.56% -$649,345
210039 CALVERT $ 63,319,998 43% -0.11% -$70,356 41% -0.19% -$117,353
210040 NORTHWEST $ 125,696,184 51% 0.33% $416,593 54% 0.50% $626,326

BALTIMORE
210043 WASHINGTON $ 227,399,457 25% -0.91% -$2,071,862 24% -0.95% -$2,158,779
210044 G.B.M.C. $ 216,554,825 36% -0.41% -$882,148 34% -0.49% -$1,066,412
210048 HOWARD COUNTY $ 176,085,796 41% -0.18% -$319,654 39% -0.25% -$436,693

UPPER
210049 CHESAPEAKE $ 133,152,736 25% -0.89% -$1,178,579 29% -0.72% -$956,924

HEALTH

DOCTORS
210051 COMMUNITY $ 132,931,890 37% -0.36% -$472,647 36% -0.40% -$536,454
210055 LAUREL REGIONAL $ 59,724,224 11% -1.50% -$895,863 11% -1.52% -$909,135
210056 GOOD SAMARITAN $ 158,579,215 24% -0.94% -$1,494,169 23% -0.99% -$1,570,287
210057 SHADY GROVE $ 219,319,153 28% -0.77% -$1,689,683 26% -0.85% -$1,868,599
210060 FT. WASHINGTON $ 19,371,986 27% -0.80% -$155,923 38% -0.33% -$64,229
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RY 2020 QBR SCALING - Modeled with RY 2018 prelim
final data and RY 2020 Measures

Without ED Wait Times Measures

With ED Wait Times Measures

RY 2018 RY 2018 %
0,
HOSPID HOSPITAL NAME RY17 Permanent QBR % Revenue $ Revenue QBR Revenue $ Revenue
Inpatient Revenue Prelim Impact Impact Prelim Impact
Impact
Score Score
210061 | AT $ 38,966,012 46% 0.04% $13,916 52% 0.41% $160,540
SOUTHERN
210062 MARYLAND $ 163,339,853 14% -1.39% -$2,274,743 16% -1.30% -$2,129,226
210063 UM ST. JOSEPH $ 234,995,507 60% 0.84% $1,969,329 55% 0.59% $1,387,145
210065 HC-GERMANTOWN $ 62,086,212 32% -0.59% -$367,950 32% -0.59% -$367,950

*Revenue adjustments for Johns Hopkins Hospital have changed significantly from the draft QBR policy for two reasons: 1. An error was identified in
the ED wait time measures modeling for JHH and, 2. HSCRC received the hospitals’ data for the correct time period that had been previously

suppressed.
Statewide Impact Without ED Wait Times With ED Wait Times
Total Penalties -49,227,626 -53,128,868
% Inpatient Revenue -0.56% -0.60%
Total rewards 2,399,839 2,174,011
% Inpatient revenue 0.03% 0.02%
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Maryland
Hospital Association

November 29, 2017

Dianne Feeney

Associate Director, Quality Initiatives
Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Dianne:

On behalf of the Maryland Hospital Association’s 64 member hospitals and health systems, we
appreciate the opportunity to comment on the Health Services Cost Review Commission’s Draft
Recommendations for Updating the Quality-Based Reimbursement Program for Rate Year 2020.

Last year, commissioners approved the staff’s recommendation to set a very aggressive payment
scale for the rate year 2019 Quality-Based Reimbursement (QBR) policy. The Maryland scale
requires a hospital to score above 45 percent to avoid a penalty and begin earning a reward, as
compared to the national performance expectation that tends to result in scores above 36-40
percent earning rewards. If the Maryland payment scale were applied nationally, about two-
thirds of hospitals in the nation would have been penalized in federal fiscal year 2017.

Commissioners’ rationale for the aggressive payment scale was to create an incentive that would
result in better performance compared to the nation. However, in their discussion, they
recognized that more heavily weighting the Patient Experience of Care Measures had little
impact on statewide performance; they also referenced the slow pace of change in national
scores. Because the final data for rate year 2019 will not be available for at least another nine
months, we cannot yet know whether the more aggressive payment scale is having an impact on
performance.

The Maryland QBR program mirrors the Centers for Medicare & Medicaid Services (CMS)
Value-Based Purchasing program more closely than the Maryland programs on readmissions and
complications align with their national counterparts. National VValue-Based Purchasing has been
widely criticized in recent years as overly burdensome while doing little to improve outcomes
that matter to patients. In October, CMS Administrator Seema Verma announced Meaningful
Measures, an initiative to streamline quality measurement across all programs and reduce the
burden of reporting measures that have little impact on outcomes. In her remarks, she
acknowledged that the financial and opportunity costs of reporting the current measures may
outweigh their intended purpose of providing high-quality care and improving patient outcomes.

Respectfully, we suggest that if the heavier weighting on Patient Experience of Care Measures
and the more aggressive payment scale do not produce the intended performance outcomes,
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Dianne Feeney
November 29, 2017
Page 2

perhaps the measures or the policy are flawed. As Maryland’s hospitals focus on reducing
unnecessary care, addressing patients’ needs in lower cost settings when appropriate, and
meeting the aims of the all-payer demonstration, hospitals may have already determined that the
QBR measures, and the convoluted mechanisms required to track and score performance, have
too high an opportunity cost.

We appreciate the commission’s consideration of our feedback. Should you have any questions,
please call me at 410-540-5087.

Sincerely,

" g )
L o\l
Traci La Valle, Vice President

cc: Nelson J. Sabatini, Chairman
Joseph Antos, Ph.D., Vice Chairman
Victoria W. Bayless
George H. Bone, M.D.
John M. Colmers
Adam Kane
Jack C. Keane
Donna Kinzer, Executive Director
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Maryland
Hospital Association

November 30, 2017

Dianne S. Feeney

Associate Director, Quality Initiative
Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Dianne:

On behalf of the Maryland Hospital Association’s 64 member hospitals and health systems, we
appreciate the opportunity to comment on the policies and activities that the Health Services Cost
Review Commission is considering in response to emergency department wait times.

While we agree that emergency department wait times must be addressed, we continue to be
concerned about adding emergency department wait time measures to the Quality Based
Reporting Program. Because these measures are not currently used in national payment policy
programs, such a policy is likely to bring unintended consequences, including penalizing
hospitals that need support to address more systemic drivers of emergency department crowding,
and potentially distracting from the work needed to fix the problem. In addition, Mathematica’s
recent findings that emergency department wait times correlate significantly with patient
satisfaction, imply that the existing payment policy could be used to gauge hospital wait-time
performance without implementing a new, potentially harmful policy that would be unlikely to
solve the problem.

It is important to remember that Maryland’s hospitals have already begun to see positive results
from their efforts to reduce emergency department overcrowding and improve hospital
throughput. Throughput is being improved by revolutionizing admission and discharge
processes, as well as how patients are moved through the system. Admission interventions
implemented by hospitals with early success include, to name just a few:

e Redirecting patients with non-urgent health care needs

e Using bed management systems for advance notification of overcrowding

e Streamlining admission processes, which includes continuing tests and labs after
discharge from the emergency department to move patients to beds faster

e Staffing and equipping general inpatient units to accommodate any patient

e Scheduling rounds earlier in the morning to identify and prepare patients for discharge

e Placing discharged patients in lounges to accommodate those awaiting pickup

Some of the key causes of emergency department overcrowding are outside of hospitals’ control.
Among them are the dramatic increase in visits by people with behavioral health conditions, and

6820 Deerpath Road, Elkridge, MD 21075 = 410-379-6200 = www.mhaonline.org
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more patients with Medicaid coverage going to the emergency department for care. We need the
state’s assistance to assess and address areas that are lacking adequate community behavioral
health resources and access to adequate non-emergent care. Without time to properly analyze
these circumstances, incorporating emergency department wait times into a payment policy
could penalize hospitals and communities that need these resources most. MHA respectfully
requests HSCRC’s support of statewide efforts to:

e strengthen a fragmented behavioral health care system by addressing a strained
workforce and inadequate community treatment capacity

e identify and influence plans for 24/7 access to health care that is not emergent

e enforce network adequacy requirements

e support transparency in deployment of Maryland’s emergency medical system

We appreciate the commission’s consideration of our feedback and the opportunity to continue
working with commission staff on these issues. Should you have any questions, please call me at
410-796-6245.

Sincerely,

Nora E. Hoban, Senior Vice President

cc: Nelson J. Sabatini, Chairman John M. Colmers
Joseph Antos, Ph.D., Vice Chairman Adam Kane
Victoria W. Bayless Jack C. Keane
George H. Bone, M.D. Donna Kinzer, Executive Director
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JOHNS HOPKINS

MEDICEINE
Naovember 20, 2017

Mt. Nelson J. Sabatini, Chairman

Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Chairman Sabatini,

Johns Hopkins Health System-shares-the-concerns-expressed by HSGRE-staff-and Commissioners
regarding the need to address emergency department wait imes. Representatives from our
emergency departments first shared issues associated with the increasing volume of psychiatric
patients in emergency departments with the Maryland General Assembly during the 2016 legislative
session. Addressing emergency department wait times and ensuring that patients are appropriately
triaged is 2 major priotity for each of our hospital emergency departments, as such, JHHS has
mvested significant time and resources to maximize both emergency department efficiency and
patient experience.

We agree that strategies must be explored to address emergency department wait times, and
welcome the opportunity to join a collaborative effort to better understand and address wait times.
However, we strongly believe that including emergency department wait times as a measure within
the Quality Based Reporting Program is premature and could result in unintended negative
consequences. Before any QBR measures are implemented, the HSCRC, MEIMMS, MHA, MDDH,
and the physician community must work together to identify the factors leading to higher wait times,
determine potential solutions, and craft a measure reflective of factors that lead to higher wait times.

In an effort to improve efficiency in the emergency department and throughout the hospital, The
Johns Hopkins Hospital recently launched the Capacity Command Center. The Command Center
combines the latest in systemns engineeting, predictive analytics, and innovative problem-solving to
better manage patient safety, experience, volume, and the movement of patients in and out of the
hospital, enabling greater access to Johns Hopkins’ lifesaving services.

We would be honored to host you for a visit to the JHH Command Center. An in person meeting
presents a great opportunity for us to shate the improvements we have implemented through the
Command Center as well offer a front line perspective on some of the challenges we face. A better
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understanding of the emetgency department challenges facing Maryland’s entire health system will
produce bettet solutions to these challenges. Please feel free to contact Nicki McCann, Director of
Health Policy, at 443-248-4989 or nmccannd(@jhu.edu, if you have any questions or would like
additional information.

Sincerely,

=

Jim'S¢heulen, P.A.,, M.B.A., Chief Administrative Officer
Emergency Medicine, Johns Hopkins School-of Medicine
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Medical Center

2001 Medical Parkway
Annapolis, Md. 21401
December 4, 2017 443-481-1000
askAAMC.org

Dianne Feeney

Associate Director, Quality Initiatives
Health Services Cost Review Commission
4160 Patterson Avenue

Baltimore, Maryland 21215

Dear Ms. Feeney:

On behalf of Anne Arundel Medical Center (AAMC), thank you for the opportunity to comment
on the proposed inclusion of Emergency Department (ED) measures in the RY2020 Quality-
Based Reimbursement (QBR) policy. In recent years, AAMC has taken great strides to
revolutionize care delivery in our ED, resulting in:

e ED-1b (median time from ED arrival to ED departure for admitted ED patients) time of
398 minutes for the 1QFY18,

e OP-18b (median ED arrival time to departure time for discharged patients) time of 181
minutes for the 1QFY18,

e and an average diversion time of 1.4% for 1QFY18.

These significant improvements of up to 30% from the prior fiscal year required major
investments of time and resources and had a significant lag time to vyield results. ED
transformation requires a cultural change. However, as others have noted, there are multiple
factors outside of a hospital’s control affecting ED measures, such as mental health, substance
use, and uninsured individuals. These factors are significant and need to be considered if this
proposal moves forward.

If ED measures are to be included in the RY2020 QBR policy, we strongly recommend the
Commissioners adopt the following:

1) Include only the following 3 measures: ED-1b, OP-18b, and Diversion. These measures
are emblematic of the care processes in any institution. We support the HSCRC Staff’s
recommendation to include ED-1b. The ED-1b measure indicates a hospital’s ability to
manage both the inpatient and ED flow, ensuring that the right patient is in the right
bed at the right time. The HSCRC Staff expressed concern about tracking OP-18b;
however, we consider this measure a key indicator of ED performance since

—




approximately 85% of ED visits result in no admission. Diversion time is also a key
indicator, as it signals the hospital’s ability to provide critical access to its community.
This measure will require some standardization, since EMS regulations vary by county
and each has varying degrees of latitude regarding when hospitals are put on re-route.
We urge the HSCRC to work with EMS to refine the diversion metric. ED-2b’s time is
already included in ED1b and thus not needed.

2) Compare each hospital to a national peer group of similar volume. The HSCRC Staff
proposes scoring each hospital by comparing to its respective national volume category.
We fully support the stratification of hospitals by ED admission volumes. This is the most
rational way to create a true comparison of Maryland’s performance against the nation.

3) Score ED measures on both improvement and attainment. The current proposal
includes an improvement measurement compared to the national threshold but does
not include an attainment benchmark. We recommend the HSCRC include an
attainment benchmark as well to appropriately reward high-performing hospitals and to
further encourage the state to outperform the nation.

4) Utilize current measure data. The CMS ED wait time data has a reporting lag time of 9
months. This outdated data is not reliable or actionable, and it fails to recognize
hospitals’ efforts to date. Hospitals have access to more timely data and should assist in
providing this data to the HSCRC.

Thank you again for the opportunity to provide comments. We look forward to continuing to
work with you and the HSCRC Staff. Please let us know how we can be of further assistance to
you.

Sincerely,

Maulik Joshi, DrPH Mitch SchwartZ, MD
Executive Vice President of Integrated Care Delivery & Chief Medical Officer
Chief Operating Officer




Cc:

Victoria Bayless, President & Chief Executive Officer, AAMC
Bob Reilly, Chief Financial Officer, AAMC

Barbara Jacobs, Chief Nursing Officer, AAMC

Nelson J. Sabatini, Chairman, HSCRC

Donna Kinzer, Executive Director, HSCRC




Staff Recommendation on the
University of Maryland School of Medicine (“UM”) Baltimore’s
National Study Center (NSC) for Trauma and EMS
Request for Continued Access to HSCRC Confidential Patient Level Datasets

Health Services Cost Review Commission

4160 Patterson Avenue, Baltimore, MD 21215

December 13, 2017

This is a final recommendation for Commission consideration at the December 13, 2017 Public
Commission Meeting.



SUMMARY STATEMENT

The University of Maryland, School of Medicine (“UM?”) - Baltimore’s National Study Center for
Trauma and EMS (“NSC”) is requesting continued access to the HSCRC Confidential Inpatient and
Outpatient Data. This request was originally approved by the Commission at the public meeting on
September 2, 2009.

BACKGROUND

The confidential patient-level data has been used as part of the Crash Outcome Data Evaluation
System (CODES). The CODES project is funded by the Maryland Department of Transportation’s
Highway Safety Office (MDOT/HSO) to make traffic safety and injury-related data available for analysis.
The data has been used to analyze injuries to persons treated at Maryland hospitals. Additionally, to
fulfill a key component of the CODES effort, this data has been linked (where possible) to police crash
report data for further analysis.

Studies of injuries resulting from motor vehicle crashes have been a major focus of the NSC since its
creation in 1986. The NSC’s role was further defined in 1993, when the State of Maryland enacted
legislation directing the NSC to “serve as the primary research center for the State Emergency Medical
Services Systems.” The NSC'’s first database-linking capabilities were initiated more than 20 years ago
with a comprehensive study of all motorcycle crashes in Maryland between July 1987 and June 1988. All
available medical and cost data were linked with police crash reports. Findings from this study helped to
bring about the passage of the motorcycle helmet law in Maryland. Since then, multiple studies have
been performed using CODES data on a variety of highway safety topics resulting in numerous
publications.

REQUEST FOR CONTINUED ACCESS TO THE CONFIDENTIAL PATIENT-LEVEL DATA

This data will not be used to identify individual hospitals or patients, as all personal identifiers are
removed prior to any release of data, reports, or analysis. All data elements considered sensitive by the
data owners are also removed from any analysis released.

The CODES Board of Directors includes representatives from each agency providing data to the
project. The HSCRC has been represented on the CODES Board since its inception in 1996. Currently,
Oscar Ibarra is the HSCRC representative. Additionally, the applicant filed annual progress reports to the
Commission, detailing any changes in goals or design of project, or any changes in data handling
procedures, work progress, and unanticipated events related to the confidentiality of the data.
Furthermore, the requester submits copies of the final reports to HSCRC for review prior to public
release.

STAFF RECOMMENDATIONS

1. HSCRC staff recommends that CODES continue to receive access for the inpatient and outpatient
confidential data files on an annual basis, upon request.

2. Access to HSCRC data will be limited to the current objective of the research study. If the
objective of the study changes, CODES would be required to receive Commission approval for
the new use case.



Update from CRISP

Representatives from CRISP will present slides and materials during the Commission meeting
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Please note that Commissioner’s binders will be available in the Commission’s office at 10:15

a.m.

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.maryland.gov/Pages/commission-meetings.aspx.

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

Commission meeting.
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