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I.  INTRODUCTION 

 

University of Maryland Medical Center ( AUMMC@ or >the Hospital@) filed an application 

with the HSCRC on April 28, 2010 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 global 

rate arrangement for the collection of peripheral blood stem cells from donors for a period of three 

years with the National Marrow Donor Program (NMDP) beginning July 1, 2010. 

 

II. OVERVIEW OF APPLICATION 

 

The NMDP, which coordinates the donation, collection, and transplantation of stem cells and 

bone marrow from unrelated donors for patients without matching donors in their families, proposes 

to use UMMC as a collection site for Department of Defense donors. The contract will be held and 

administered by University P hysicians, I nc. ( UPI), w hich i s a  s ubsidiary of  t he U niversity of  

Maryland Medical S ystem. U PI w ill ma nage a ll f inancial tr ansactions r elated to  th e c ontract 

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

 

III. FEE DEVELOPMENT 

 

The technical portion of the global rates was developed based on historical hospital charge 

data relative to the collection of peripheral stem cells. The remainder of the global rate is comprised 

of physician service costs.  

 

IV. IDENTIFICATION AND ASSESSMENT OF RISK 

 

The Hospital will submit b ills to  U PI for al l co ntracted an d co vered s ervices. U PI i s 

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 reviewed the experience for the last year under this arrangement and found that it 

was favorable. Staff believes that the Hospital can continue to achieve a favorable experience under 

this arrangement. 

 

VI.   STAFF RECOMMENDATION 

 

The s taff r ecommends t hat t he C ommission a pprove t he H ospital=s a pplication f or a n 

alternative method of rate determination for the collection of peripheral stem cells commencing July 

1, 20 10. T he H ospital w ill ne ed t o f ile a  r enewal a pplication f or r eview t o be  c onsidered f or 

continued pa rticipation. Consistent w ith its  p olicy p aper r egarding a pplications f or a lternative 

methods of  rate determination, the s taff recommends that this approval be contingent upon t he 

execution of  t he s tandard M emorandum of  U nderstanding ( "MOU") w ith the Hospital for the 

approved contract.  This document will formalize the understanding between the Commission and 

the Hospital, and will include provisions for such things as payments of HSCRC-approved rates, 

treatment of  l osses t hat m ay be  a ttributed t o t he c ontract, qua rterly a nd a nnual r eporting, 

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 

 

University of Maryland Medical Center (Athe Hospital@) filed an application with the HSCRC 

on April 28, 2010 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 liver and blood and bone marrow transplants for a period of three years with Cigna 

Health Corporation beginning July 1, 2010. 

 

II.   OVERVIEW OF APPLICATION 

 

The contract will be held and administered by University Physicians, Inc. ("UPI"), which is a 

subsidiary of the University of Maryland Medical System. UPI will manage all financial transactions 

related to the global price contract including payments to the Hospital and bear all risk relating to 

services associated with the contract. 

 

III. FEE DEVELOPMENT 

 

The hospital portion of the global rates 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 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 Hospital=s experience under this arrangement for the previous year 

was favorable.  

 

VI.   STAFF RECOMMENDATION 

 

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

alternative method of rate determination for liver and blood and bone marrow transplant services, for 

a one year period commencing July 1, 2010. The Hospital will need to file a renewal application to 

be considered for continued participation. 

Consistent with its policy paper regarding applications for alternative methods of rate 

determination, the staff recommends that this approval be contingent upon the execution of the 

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

document would formalize the understanding between the Commission and the Hospital, and would 

include provisions for such things as payments of HSCRC-approved rates, treatment of losses that 

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

penalties for noncompliance, project termination and/or alteration, on-going monitoring, and other 

issues specific to the proposed contract.  The MOU will also stipulate that operating losses under the 

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

 

On May 14, 2010, the University of Maryland Medical Center (AUMMC” or the “Hospital@) 

filed an application with the Commission for an alternative method of rate determination, pursuant to 

COMAR 10.37.10.06. The Hospital has requested approval to continue to participate in a global rate 

arrangement with the Gift of Life Foundation (GOL) for the collection of bone marrow and 

peripheral blood stem cells from GOL, on an outpatient basis, donors to facilitate Hematopoietic 

Stem Cell transplants into unrelated GOL recipients. The Hospital seeks approval of the arrangement 

for an additional year beginning April 1, 2010.  

 

II.   OVERVIEW OF APPLICATION 

 

The contract will be continue to be held and administered by University Physicians, Inc. 

("UPI"), which is a subsidiary of the University of Maryland Medical System. UPI will manage all 

financial transactions related to the global price contract including payments to the Hospital and bear 

all risk relating to services associated with the contract. 

 

III. FEE DEVELOPMENT 

 

The hospital portion of the global rates for the collection of bone marrow and peripheral 

blood stem cells has been developed based on recent historical charges for cases performed at 

UMMC. The remainder of the global rates comprised of physician services has been negotiated with 

the participating physician group.   

 

IV. IDENTIFICATION AND ASSESSMENT OF RISK 

 

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

will continue to be responsible for billing the payer, collecting payments, reimbursing physicians, 

and disbursing payments to the Hospital at its full HSCRC approved rates. The Hospital contends 

that the arrangement between UPI and the Hospital holds the Hospital harmless from any shortfalls 

in payment from the global price contract. 

 



V.   STAFF EVALUATION  

 

Staff found that the Hospital=s experience under this arrangement for the last year was 

favorable.  

 

VI.   STAFF RECOMMENDATION 

 

Because last year=s experience was favorable, staff recommends that the Commission approve 

the Hospital=s request for an alternative method of rate determination for the collection of bone 

marrow and peripheral stem cells for one year commencing April 1, 2010. UMMC will be required 

to file a renewal application for review to be considered for continued participation in the 

arrangement. 

 

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 May 13, 2010, Suburban Hospital (the “Hospital”) submitted a partial rate application to the 

Commission requesting a rate for Lithotripsy (LIT) services to be provided in-house. The Hospital 

currently has a rebundled rate for LIT services.  The Hospital is requesting that the LIT rate be set at 

the statewide median with an effective date of July 1, 2010. 

Staff Evaluation 

        The Hospital submitted its LIT costs and statistical projections for FY 2011 to the Commission 

in order to determine if the Hospital’s LIT rate should be set at the statewide median rate or at a rate 

based on its own cost experience, Based on the information provided, staff determined that the LIT 

rate based on the Hospital’s projected data would be $2,781.86 per RVU, while the statewide median 

for LIT services is $2,761.94 per RVU. 

Recommendation 

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

1. That COMAR 10.37.10.07 requiring that rate applications be made 60 days prior to the 

opening of the new service be waived; 

2. That the LIT rate of $ 2,761.94  per RVU be approved effective July 1, 2010; 

3. That no change be made to the Hospital’s Charge per Case standard for LIT services; and 

4. That the LIT rate not be rate realigned until a full year’s experience data have been reported to 

the Commission.  
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This final recommendation was approved by the Commission on June 9, 2010. The Commission voted 
unanimously to rescind the 100% variable cost policy under recommendation #2 on November 3, 2010. 
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Background 
 
ICC/ROC Methodology: 
 
The Commission is required to approve reasonable rates for services offered by Maryland hospitals.  The 
‘Reasonableness of Charges’ (ROC) methodology is an analysis that allows for the comparison of charges at 
individual hospitals to those of their peer hospitals after various adjustments to the charge data have been applied.  
Hospitals with adjusted charges that are high compared to their peers are subject to rate decreases through spend-
downs and/or negative scaling of the Update Factor.  Conversely, hospitals with adjusted charges that are low 
compared to their peer hospitals may be allowed rate increases through positive scaling of the Update Factor 
based on their ROC position.  The inter-hospital cost comparison (ICC) used for full rate reviews is based on the 
ROC methodology with additional adjustments for profit and productivity when establishing a peer standard for 
comparison.  The ROC comparison is conducted annually in the spring or summer with ROC position scaling 
results impacting the July rate update for the following rate year.   
 
 
ICC/ROC Workgroup: 
 
Each year, the HSCRC solicits requests from the Maryland hospital industry for modifications to the ICC/ROC 
methodologies.  A summary of the letters submitted on June 1, 2009 is included in Appendix A.   Each fall, the 
ICC/ROC Workgroup, comprised of hospital, payer representatives and Commission staff, meets to discuss the 
ICC/ROC methodologies and the proposed modifications.  This year, the ICC/ROC Workgroup met 13 times over 
a six month period and the following draft recommendations are the result of those deliberations.   
 
This document represents the final set of recommendations associated with the ROC for 2010.  Once approved by 
the Commission, these provisions will apply for both the application of ROC and ICC policy. 
 
 
Issues and Draft Recommendations 
 
1-Comprehensive Charge Target (CCT)    
 
As approved by the Commission last year, the CCT is the starting point for the ROC methodology and is 
established by blending the inpatient charge per case (CPC) target and outpatient charge per visit (CPV) 
target.  Implementation of the CPV was delayed until FY2011 and, therefore, CPV targets were not 
established for FY2010.   
 
Recommendation:  Staff recommends that the CPV used in the 2010 ROC be established as follows: 
Calculate a CPV for each hospital by using FY2009 outpatient data under the expanded CPV 
methodology that had been in place for FY2010.  Inflate the established CPV by each hospital’s 
outpatient rate update for FY2010 and blend the CPV and CPC targets to establish the CCT under the 
blending methodology approved last year. 
 
 
Application of Indirect Medical Education (IME) and Disproportionate Share (DSH) Adjustment 
 
Under the current ROC methodology, the IME and DSH adjustments are applied as a deviation from the 
statewide average.  Therefore, using IME as an example, non-teaching hospitals with no IME costs 
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receive an upward adjustment to their CCT for the percent that they differ from the statewide average 
IME amount.  Staff believes that it is technically correct and makes more intuitive sense to apply the 
costs associated with IME and DSH as a direct strip from hospital charges.  Under this change, again 
using IME as an example, non-teaching hospitals would have no ROC adjustment for IME costs.  At the 
end of last year’s ICC/ROC Workgroup discussions, staff proposed this technical correction to the 
application of the IME and DSH adjustments.  However, at that time, Workgroup members stated that it 
was too late in the discussion process to make this change. 
 
Recommendation:  Staff recommends the implementation of a technical correction to the IME and 
DSH adjustments that applies the adjustment as a direct strip instead of a deviation from the average 
statewide costs associated with IME and DSH.  
 
 
2-Capital Adjustment 
 
CareFirst and Kaiser proposed two changes to the HSCRC’s policy on capital: 1) changes to the current 
capital adjustment in the ROC; and 2) a change to how capital is handled in rates in terms of the variable 
cost factor.   
 
1) With regard to the ROC adjustment, the current methodology adjusts for the percentage of costs that 
are related to capital using 50% of the hospital-specific capital costs plus 50% of the statewide capital 
costs.  CareFirst and Kaiser proposed a ten year phase-in to move from the 50/50 standard to 100% 
statewide costs plus 0.5%.  At the end of the ten year phase-in period, there would be no ROC 
adjustment for capital. The purpose of this proposal is to gradually reduce the amount of capital 
provision that is specific to any individual institution and instead transition the system to a 100% 
prospective system plus an additional 0.5%. The additional 0.5% is an added factor to cover any and all 
unusual circumstances and to add a buffer for hospitals undertaking capital projects.  
 
2) With regard to capital and the variable cost factor (currently at 85%), Care First and Kaiser proposed 
that Certificate of Need (CON) eligible projects be allowed to receive a different variable cost factor for 
three years after first use of a newly constructed facility.  By proposing this policy change, CareFirst and 
Kaiser are attempting to recognize the difficulty faced by hospitals who undertook major capital projects 
just prior to the Commission’s decision to move from a 100% variable cost adjustment to a more 
restrictive 85% variable cost adjustment for volume.  Facilities who undertook these major projects 
when the variable cost factor was 100% were most certainly counting on these additional revenues as 
their volumes increased over time.  Under the proposed policy change, the following variable cost 
factors would apply to hospitals as follows: 
 
 a) 100% variable cost adjustment if a hospital takes “the Pledge” to not file rate application;1

 
 

 b) 100% variable cost if the CON for the project in question was filed when variable cost factor was 
 100% and hospital did not file a  rate application; 
 

                                                           
1 The “Pledge” refers to circumstances where a hospital agrees not to request from the HSCRC an increase in rates greater 
than $1.5 million associated with a capital project over the life of that project.  In exchange for this Pledge, the hospital is 
exempt from Certificate of Need (CON) review by the Maryland Health Care Commission. 
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 c) 100% variable cost for hospitals that filed a CON when the variable cost factor was 85%, and the 
 hospital did not file a rate application; 
 
 d) The current variable cost adjustment (85%) will be applied for hospitals that filed a rate application 
 that generated additional dollars in rates  for capital.  Hospitals that filed a rate application and received 
 additional funding in rates for their project through this process will not be eligible for the 100% variable 
 cost adjustment.   

  
Additional amounts provided to hospitals as a result of these circumstances, would be accounted for as 
slippage in future years system Update Factors – as per current Commission policy. 
 
Staff response: Item 1) Staff is supportive of the concept of moving to a statewide standard for capital 
over a ten year period.  A phasing out of the hospital-specific portion of capital in rates will provide the 
industry with stronger incentives to control costs and improve efficiency.  Members of the ROC/ICC did 
not voice objection to this proposal. 
 
Item 2) Staff also supports the idea of a less restrictive variable cost factor to fund capital projects in 
place of funding capital through rate increases.  However, the staff would like to also recognize the 
impact that the policy change from 100% variable cost to 85% variable cost had on major capital 
projects.  As noted, if a CON was filed and approved, along with the related comfort order, under the 
100% variable cost policy, it was assumed the incremental margin on additional volume could be used 
to help fund the capital requirements.  When the HSCRC changed the variable cost policy to 85%, this 
restricted hospitals ability to generate incremental margin on additional volume. In addition, staff would 
propose that the application of 100% variable cost factors to hospitals with major capital projects be 
extended on a forward-funded basis.   
 
 
Recommendation:   
 
Item 1) Staff recommends using a ten year phase-in to move from the current capital cost standard of 
50% hospital-specific plus 50% statewide to 100% statewide plus 0.5%.   
 
Item 2) Additionally, in an attempt to recognize the impact that the change in the variable cost policy 
had on major capital projects, the Staff recommends that certain CON eligible projects, where no rate 
application that generated additional dollars for capital has been filed would be eligible for three years of 
100% variable cost. 
 
2a) Original Proposal: 
The three scenarios where 100% variable cost adjustment would apply to a hospital undertaking a major 
capital project and articulated in the original CareFirst/Kaiser proposal include: 
 
a) New CON and the hospital agrees to take the pledge; 
 
b) Previously filed CON, when the variable cost factor was 100%, and the hospital did not file a rate 
application; 
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c) Previously file CON, when the variable cost factor was 85%, and the hospital did not file a rate 
application. 
 
Note: hospitals that filed rate applications and received funding through this process will continue to 
receive the current variable cost factor of 85%. 
 
2b) Proposed Forward Funding Modification: 
In addition to the requirements laid out in the baseline proposal above, the proposed forward funding 
modification would apply to the following hospitals (all falling under scenario b) above): 

1. Hospital must have an approved CON that was filed prior to the 85% variable cost policy 
change; 

2. Hospital  must have a significant capital project, defined as: 
a. Capital project in excess of 50% of the hospital’s annual regulated gross patient 

revenue 
3. Hospital must be considered an efficient provider under the HSCRC’s ROC methodology. 

 
If the above qualifying criteria are met, the hospital would be eligible to forward-fund a portion of the 
projected volume adjustments.  The forward-funding amount would be determined by the HSCRC staff 
after considering the following factors: 
 

• Cumulative volume adjustment applied to the hospital since 85% policy went into effect;  
• Cumulative volume adjustment applied to the state (average) for the same time period; 
• Anticipated volume changes over prospective three year period. 

                                                    
Eligible amounts would be forward funded to fiscal year of opening.  Volume adjustments (calculated 
under the baseline proposal) in excess of the forward-funded amounts would be awarded in the future 
under the same timeline as the baseline proposal.                                                         
 
RECOMMENDATION #2 WAS RESCINDED BY COMMISSION ACTION ON NOVEMBER 3, 
2010. 
 
 3-Profit and Productivity Adjustment in the ICC 
 
The cost standard used for full rate reviews in the ICC methodology begins with the hospital’s peer 
group ROC-adjusted CCT and then excludes the peer group’s average profit, and includes a 2% 
productivity adjustment.  The Maryland Hospital Association (MHA) contended that the current ICC 
policy is too restrictive for hospitals to access rate relief.  The MHA proposed that during full rate 
setting the methodology should add back the lower of the target hospital’s profit or 2.75% (the Financial 
Condition Policy’s target for operating margins).  The MHA also proposed that the 2% productivity 
adjustment be phased-in over a multi-year period, or that a national standard be identified and used for 
the productivity adjustment. 
 
Hospital payment levels and costs have increased more rapidly in Maryland compared to the rest of the 
nation over the last 5 years.  In FY05, Maryland was 2.58% below the U.S. in Net Operating Revenue 
per EIPA and moved to 1.90% above the U.S. in FY09 for this measure.  For the same time period, 
Maryland went from 4.28% to 0.38% below the U.S. for Net Patient Revenue per EIPA and 3.65% 
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below to 0.71% above the U.S. for Cost per EIPA.  Because of this erosion of Maryland hospital 
payments and costs compared to the U.S., staff believes that it would not be the appropriate time to 
move to a less restrictive standard in the ICC methodology.     
 
Recommendation: Staff recommends no change to the profit and productivity adjustments in the ICC.  
However, during the deliberations of the ROC/ICC Work Group, representatives of the G-9 pointed out 
an apparent inconsistence between the HSCRC’s policy for Partial Rate Applications (most specifically 
the Commission’s policy regarding the profit strip for purposes of calculating the ICC standard) and the 
staff’s new recommendation on phasing the system to 100% prospective capital (as recommended above 
in section 2, Item 1).  As a result, the staff will consider appropriate changes to the HSCRC’s Policy 
governing Partial Rate applications in next year’s ROC/ICC review. 
 
 
4 - Exclusions 
 
Currently, liver transplants, heart and/or lung transplants, pancreas transplants, bone marrow transplants, 
and kidney transplants are excluded from the CPC constraint system because past analyses indicated that 
there was significant variation in charges within the corresponding APR-DRGs for these cases.  Staff 
recently analyzed the charge variation for each of the transplant APR-DRGs using FY09 inpatient data.  
The liver, heart, pancreas, and bone marrow transplant cases continue to experience wide variations in 
charges and length of stay and should continue to be excluded from the CPC system.  However, analyses 
of the kidney transplant cases indicate that there is very little variation in charges, as measured by the 
coefficient of variation, within the kidney transplant APR/SOI cells.  At the March Commission 
Meeting, staff recommended that the kidney transplant cases be included under the CPC constraint 
system.  In a meeting subsequent to the March recommendation, representatives from the Academic 
Medical Centers provided Commission Staff a more detailed review of the differences in costs 
associated with variations in recipient and donor types within the kidney transplant APR/SOI cells.     
 
Recommendation:  Staff recommends that kidney transplant cases continue to be excluded from the 
CPC constraint system in FY2011 pending a review of case mix issues raised by the Academic Medical 
Centers.  Staff is hopeful this review will address any remaining case mix comparison issues such that 
some or all of the kidney transplant cases can be included in CPC constraint in FY 2012.   
 
 
5 - Case-mix Lag 
 
Under current Commission policy, case-mix is measured in “real time”, meaning that the calculation of 
case-mix change for the previous rate year and calculation of the base CMI for the new rate order use 
discharge data from the July-June period immediately prior to the new rate year.  For example, the base 
CMIs in the rate orders for the fiscal year that began July 1, 2009 were calculated using discharge data 
from July 1, 2008 thru June 30, 2009.  Discharge data from the previous rate year is not available until, 
at the earliest, 4 months after the beginning of the new fiscal year.  Therefore, the measurement of case-
mix in real time causes unavoidable delays in issuing rate orders which, in turn, impacts hospitals’ 
ability to achieve CPC compliance.  Staff recommends that case-mix change and base CMI be measured 
using a three month lag in the data period.  The data period used to calculate case-mix change for FY10 
will remain the 12-months ending June 30, 2010.   However, the base CMI for the FY11 rate orders will 
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be based on discharge data from April 1, 2009 – March 31, 2010 and case-mix change for FY11 will be 
measure using discharge data from April 1, 2010 – March 31, 2011.  There are technical details 
associated with this change that Commission staff plan to discuss at MHA’s Technical Issues 
Workgroup over the next several months.   
 
Recommendation:  Staff recommends incorporating a three month lag into the data periods used for 
case mix measurement.  This change would go into effect the next rate year.   
 
For rate year 2011, the reweighted base case mix index for the Charge per Case Targets for each hospital 
will be the twelve month period April 1, 2009 through March 31, 2010.  Further, the case mix base and 
future measurement will incorporate the most current methodologies such as denials and one day stays. 
The case mix changes for rate year 2011 will be calculated for the twelve month period April 1, 2010 
through March 31, 2011 and applied to the Charge per Case Targets to determine the case mix adjusted 
Charge per Case for rate year 2011 compliance purposes.  The results will be incorporated into the rate 
orders effective July 1, 2011 (FY 2012).   
 
Any technical implementation issues will be vetted with the MHA’s Financial Technical Issues Task 
Force.       
 
 
6 - Outlier Methodology 
 
Under the current HSCRC high charge outlier methodology, a hospital-specific high charge outlier 
threshold is calculated for each APR/Severity cell.  Charges above the established threshold are paid 
based on unit rates and not subject to the incentives of the HSCRC per case payment system.     
 
The G-9 hospitals proposed a change to the HSCRC outlier methodology to address the following issues 
that they cite as consequences of the current methodology: 
 

- Hospital charges could be structured to increase outlier charge levels 
- Outlier patients are not protected by the financial incentives of the per case payment system 
- Compliance with HSCRC rate orders are complicated by the segregation of outlier charges in 

compliance calculations 
 
The G-9’s proposed outlier methodology establishes a prospective allowance for outlier charges using a 
regression that is shown to predict each hospital’s percentage of outlier costs with substantial accuracy. 
The following independent variables are used from previous year’s data:  the hospitals’ proportion of 
vent cases, the hospitals’ expected outlier proportion, and an AMC dummy variable.  The result of the 
regression for each hospital would equal the hospital’s outlier allowance for the succeeding year.  A 
hospital’s rate year CPC target would be increased by the prospective outlier allowance.  In ROC 
comparisons, each hospital’s target would be adjusted for the amount of the prospective outlier charges. 
 
Although staff believes that certain aspects of the G-9 outlier proposal have merit, more study and 
deliberation is needed regarding this methodology.   
 
Recommendation:  Staff recommends the continuation of the current outlier methodology in FY2011. 
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7 - Peer Groups 
 
The current peer group methodology uses 5 groups (based on size and location of hospital) for 
comparison including a virtual peer group for the Academic Medical Centers (AMCs).  These peer 
groups were originally developed to adjust for differences in cost structures of hospitals which may not 
have been captured in the ROC adjustments used at that time.  Because the Commission has 
implemented more refined adjustments for case-mix, labor market, and disproportionate share over the 
last several years, staff believes that this level of peer-grouping is no longer necessary.  At the March 
Commission Meeting, staff proposed a move to three peer groups (major teaching, minor teaching, and 
non-teaching) based on the teaching intensity of the hospital as measured by residents per case-mix 
adjusted equivalent inpatient cases.  In an ICC/ROC Workgroup meeting subsequent to the March 
recommendation, there was further discussion regarding the appropriate configuration of the two 
teaching peer groups.  Because agreement was not reached regarding the appropriate division between 
major teaching and minor teaching, staff recommends that the current 5 peer groups be maintained.  The 
payer representatives proposed that the Commission develop a national peer group for determination of 
reasonableness of charges for the Academic Medical Centers. 
 
Recommendation:  Staff recommends some modifications of the current peer group methodology for 
the spring/summer 2010 ROC.  The proposed modifications seek to form peer groups that compare 
teaching hospitals to teaching hospitals and non-teaching hospitals to non-teaching hospitals, where-ever 
possible.  These proposed modifications to the peer groups are as follows:   
 
Unchanged Peer Groups: The State’s two Academic Medical Centers will continue to be grouped in the 
existing “virtual” peer group that includes the 2 AMCs plus other large, urban, teaching facilities.  This 
group is labeled “Peer Group 4 – AMC Virtual.”  The Urban and Urban teaching hospital group (which 
also includes Bon Secours hospital) will also remain unchanged.  This group is no called, “Peer Group 3 
– Urban Hospitals.”  
 
Changed Peer Groups: All non-teaching hospitals in the peer group previously referred to as Suburban 
and Rural Group 1 and smaller non-teaching hospitals (Atlantic General, McCready, Fort Washington, 
Memorial Easton, Dorchester and Chester River) previously in “Group 3,” shall be grouped together in a 
group now labeled Group 2 - Suburban/Rural Non-Teaching Group 2.   One teaching hospital 
(Baltimore Washington Medical Center), previously in Suburban/Rural Group 2 will now be moved to 
Non-Urban Teaching Group 1.  The ROC results (reflecting these recommended modifications) are 
shown in Appendix II.  
 
 
8 - ROC Scaling and Spend-Downs 
 
At this time, staff recommends that the HSCRC not pursue spend-down arrangements with hospitals 
provided that the Commission approve a more aggressive ROC scaling methodology than has been 
applied in previous years.  Scaling based on ROC rankings is an effective policy tool that rewards 
efficient hospitals (so called “stuck” hospitals – facilities that have been low on the ROC but otherwise 
unable to generate rate increases).  Scaling also applies pressure to hospitals that have been high on the 
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ROC.  But the reductions that result from year-to-year scaling are less onerous than rate reductions 
applied to hospitals under spend-downs.   
 
In the past, the HSCRC has scaled 0.5% of revenue (on a revenue neutral basis). Staff recommends that 
a significant portion of revenue be scaled for ROC position, and that the structure of scaling be 
continuous.  The Payment Workgroup will ultimately decide the amount of revenue to be scaled.  Staff 
also recommends that the Total Patient Revenue (TPR) hospitals (McCready and Garrett) be eligible for 
positive ROC scaling but would not be negatively scaled.   
   
Recommendation:  Staff recommends that the amount of scaling for 2010 ROC results be significant 
and that the structure of the scaling be continuous.  Staff also recommends that TPR hospitals should be 
eligible for positive scaling but not receive negative scaling based on ROC results.  No spend-downs 
based on 2010 ROC results are recommended.   If the Commission does not adopt a ROC scaling 
methodology that is more aggressive than what has been adopted in previous years, the staff would 
recommend the Commission initiate spend-down agreements with all hospital in excess of 3.0% above 
their peer group average.   
 
Other On-going Activity 
 
Physician Recruitment, Retention, and Coverage 
 
A subset of community hospitals, known as G-9, offered a review of the costs associated with providing 
physician subsidies for physician recruitment, retention and coverage costs at hospitals in non-urban 
areas.  The G-9 hospitals proposed that the Commission consider defining reasonable recruitment, 
retention, and coverage expenditures as elements of regulated hospital cost and adjust for these costs in 
the ROC in a manner similar to the direct medical education adjustment.  Because physician services are 
not regulated by the HSCRC, staff does not agree that physician subsidies associated with recruitment, 
retention, and coverage should be considered elements of cost which are adjusted for in the ROC.  
However, staff agrees that the issue of physician subsidies and the impact on community hospitals needs 
further study.    
 
Recommendation:  Staff recommends no proposed adjustment in the ROC methodology associated 
with physician recruitment, retention, and coverage costs.  Staff also recommends that a concerted study 
be initiated to better understand physician payments associated with physician recruitment, retention, 
and coverage at Maryland hospitals.   
 
 
Development of a Peer Group for Academic Medical Centers (AMCs)  
 
As noted, both the ROC and ICC methodologies contain a number of adjustments to hospital charges 
(case mix adjustment, labor market adjustment, direct strip, adjustment for Indirect Medical Education, 
etc.).  These adjustments are necessary to ensure a fair comparison of hospital charges (the Commission 
has traditionally attempted to adjust for factors that influence hospital rates but that may be beyond the 
control of hospitals).  The use of hospital peer groups (comparisons of hospitals that share similar 
characteristics) is another way the Commission has attempted to ensure a fair comparison of relative 
performance.  This method of the use of extensive adjustments to hospital charges and peer group 



10 
 

comparisons has worked well for the implementation of the ROC and ICC over time.  However, the 
State’s two large Academic Medical Centers have consistently recommended that the HSCRC consider 
the development of a national peer group of other AMCs outside of Maryland, as the basis of a ROC and 
ICC comparisons for Johns Hopkins Hospital and University of Maryland.  It is argued that comparing 
the State’s two AMCs to other (non-AMC) teaching hospitals in Maryland does not adequately account 
for costs associated with the intensive teaching and research activities of AMCs.   
 
Recommendation:  Staff recommends that the HSCRC begin to investigate the possibility of 
establishing a national peer group of AMCs outside of Maryland as the basis of comparison for Johns 
Hopkins Hospital and University of Maryland.  This investigation will determine the feasibility of this 
proposal (i.e. identifying the existence of necessary cost data and data required for any necessary 
adjustments).  If after this investigation staff believes the establishment of a national peer group is 
feasible, it will establish a Work Group to assist it in this exercise.   
 
 
Summary of Draft Recommendations for Changes to the ICC/ROC Methodology 
 
 
Peer Groups:  Staff recommends no change to the Virtual and Urban Peer groups.  Staff further 
recommendations the formation of a Suburban/Rural Non-Teaching Peer group and a Non-Urban 
Teaching Peer Group as described in the body of the Recommendation and shown in Appendix II.  
 
CPV in Blended CCT:  Staff recommends that the CPV used in the 2010 ROC be established as 
follows: Calculate a CPV for each hospital by using FY2009 outpatient data under the expanded CPV 
methodology that had been in place for FY2010.  Inflate the established CPV by each hospital’s 
outpatient rate update for FY2010 and blend the CPV and CPC targets to establish the CCT under the 
blending methodology approved last year. 
   
Application of IME and DSH Adjustment:  Staff recommends the implementation of a technical 
correction to the IME and DSH adjustments that applies the adjustment as a direct strip instead of a 
deviation from the average statewide costs associated with IME and DSH.  
   
Capital:  Staff recommends using a ten year phase-in to move from the current capital cost standard of 
50% hospital-specific plus 50% statewide to 100% statewide plus 0.5%.  CON eligible projects would 
be allowed 100% of variable costs for three years after first use if hospital pledges to not file a rate 
application or if hospital filed CON previously and did not file rate application and pledges not to file in 
future. 
 
Exclusions:  Staff recommends that kidney transplant cases continue to be excluded from the CPC 
constraint system in FY2011 pending further review. 
 
Case-mix Lag:  Staff recommends moving to a 3-month lag in the data period used to measure hospital 
case-mix. 
 
Outlier Methodology:  Staff recommends the continuation of the current outlier methodology in 
FY2011. 
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Scaling and Spend-downs for 2010 ROC:  Staff recommends that the amount of scaling for 2010 ROC 
results be significant and that the structure of the scaling be continuous.  Staff also recommends that 
TPR hospitals should be eligible for positive scaling but not receive negative scaling based on ROC 
results.  No spend-downs based on 2010 ROC results are recommended.  
 
Physician Recruitment, Retention, and Coverage:  Staff recommends that a concerted study be 
initiated to better understand physician payments associated with physician recruitment, retention, and 
coverage at Maryland hospitals.   
 
Determining the Feasibility of Establishing a National Peer Group for AMCs:  Staff 
recommendations it undertake an investigation of the feasibility of establishing a national peer group as 
the basis for the ROC and ICC comparison for Johns Hopkins and University of Maryland. 
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Appendix I 
 

Summary of ICC/ROC Letters 
 
The purpose of this document is to provide a brief overview of the issues addressed in letters submitted 
to the Commission June 1, 2009 regarding methodology issues to be discussed in the ICC/ROC 
Workgroup for the coming rate year.  
 
Peer Groups 
 
St. Joseph Medical Center requests that the current peer groups be replaced with a statewide comparison 
of hospitals. 
 
Atlantic General requests a change from the current peer groups to a statewide group or teaching/non-
teaching groups. 
 
The hospitals in ‘G-9’ request that the current peer groups be considered for revision. 
 
CareFirst and Kaiser Permanente request that there be just two peer groups: 1) a statewide peer group 
excluding the Academic Medical Centers; and 2) a national peer group for Johns Hopkins Hospital and 
the University of Maryland Medical Center.  
 
MedStar Health and St. Agnes Hospital do not want peer groups eliminated but request that the current 
structure be reviewed to determine if the methodology meets the original goal. 
 
Outlier Methodology 
 
The Johns Hopkins Health System, University of MD Medical System, CareFirst and Kaiser request that 
the Commission staff revisit the outlier methodology to determine if the original objectives of this policy 
are being met and incentives are correct.   
 
G-9 hospitals believe that the low charge outliers system is unnecessary, and that the incentives related 
to the payment for high charge outliers exacerbate the problem of complying with the waiver and, 
therefore, they support a review of the outlier policy. 
 
Labor Market Adjustment 
 
The Johns Hopkins Health System, the University of MD Medical System, and MedStar Health request 
a systemic review of the policy as well as suggest that a more detailed review of submitted data be put in 
place to ensure that the data are reasonable. 
 
Disproportionate Share Adjustment 
 
MedStar Health and St. Agnes Hospital request that the current DSH adjustment be re-assessed in order 
to confirm the measure’s validity;  to establish the stability over time;  to understand if issues associated 
with urban locations are addressed; and to compare to possible alternatives.  
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Direct Medical Education 
 
The Johns Hopkins Health System and the University of Maryland Medical System request that the 
current methodology for calculating the direct strip for DME (based on costs reported in the P4 and P5 
schedules) is re-assessed due to vague P4 & P5 instructions related to ACGME approved residents and 
fellows which results in inconsistent reporting across hospitals. 
 
Indirect Medical Education 
 
CareFirst and Kaiser request that any future adjustments to the IME coefficient be based on the 
Commission’s Update, and that the IME methodology be adjusted to support a greater amount of 
relative training of Primary Care Physicians who will provide care in Maryland. 
 
Physician Coverage 
 
The G-9 hospitals request that the differential accounting and treatment in ICC/ROC of the coverage 
costs at teaching hospitals (use of residents with costs carved out in DME adjustment) versus non-
teaching hospitals (employed or subsidized attending staff costs not carved out) be addressed.   
 
Partial Rate Review for Capital and Full Rate Reviews 
 
CareFirst and Kaiser request that the partial rate process for capital be reviewed, and that the 
Commission consider transitioning to a statewide capital methodology that does not adjust rates for a 
hospital’s position in its capital cycle.   
 
The Johns Hopkins Health System and University of MD Medical System request that the partial rate 
process for capital be maintained; that a reasonable profit standard (2.75%) be included; and that 
productivity strips be eliminated from the partial rate and ICC methodologies.  
 
The G-9 hospitals request that the criteria governing partial and full rate applications be reviewed by the 
Workgroup. 
 
Scaling and Spend-Downs 
 
CareFirst and Kaiser request an increase in the level of scaling next year and that spend-downs are 
resumed no later than July 1, 2010. 
 
The G-9 hospitals request that the Workgroup review various approaches to scaling and spend-downs, 
including a discussion regarding the elimination of spend-downs. 
 
Clinic Volumes 
 
CareFirst and Kaiser request that clinic volumes, especially for multi-person behavioral health clinics, 
be reviewed. 
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Non-Comparable Services 
 
CareFirst and Kaiser request that the Workgroup discusses objective methods of identifying and 
evaluating the cost of a particular service when that service differs substantially at a particular hospital 
compared to the peer group.  
  
PPC Methodology 
 
The G-9 hospitals request that the Workgroup consider issues associated with the implementation of the 
PPC methodology. 
 
Case Mix Governor and Volume Adjustment 
 
The G-9 hospitals suggest that the case-mix governor, in combination with the volume adjustment, 
places an undue financial burden on hospitals with both case-mix and volume increases, and that 
consideration should be given to handling case-mix and volume through a single measure of the 
hospitals’ service level. 
 
MedStar Health requests that policy decisions that impact the ROC, such as the case-mix governor, be 
evaluated. 
 
Availability of Data 
 
MedStar Health, Johns Hopkins Health System, and the University of MD Medical System request that 
future reports, such as those pertaining to the ROC and UCC, include the data used by staff to conduct 
its calculations and that a two-week comment period be implemented to allow hospitals the opportunity 
to correct the data in the event that errors are present.  
 
Prospective Payment and System Stability 
 
St. Joseph Medical Center, the Johns Hopkins Health System and the University of MD Medical System 
state that certain policies, such as case-mix restrictions without clear prospective rules for how case-mix 
will be accrued, undermine the prospective nature of the Maryland system.  These hospitals also state 
that constant change in the system, such as revisions to the CPV to include more revenue or the 
proposed implementation of the PPC methodology, undermine the stability of the system. 
 
 
  
 





 

 

 

Addendum to the May Final Staff Recommendation Rate Methods and 
Financial Incentives relating to One Day Length of Stay and Denied Cases in 

the Maryland Hospital Industry 

Method for Allocation of Unfunded Case Mix provisions for “early-adopter” 
Observation Unit Hospitals 

Health Services Cost Review Commission 
June 9, 2010 

This final recommendation was approved by the Commission on June 9, 2010. 
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Community Benefit Background and Analysis 

Background 

• Nonprofit hospitals in the United States qualify for federal tax exemption from the 
Internal Revenue Service (IRS) if they meet certain requirements. 

 
The exemption is 

based on the principle that the government’s loss of tax revenues is offset by its relief 
from financial burdens that it would otherwise have to meet with appropriations from 
public funds, and by the benefits resulting from the promotion of general welfare. 

 
In 

addition to federal income tax exemption, these hospitals also have access to charitable 
donations that are tax deductible to the donor and tax-exempt bond financing. Nonprofit 
hospitals may also be exempt under state law from state and local income, property, and 
sales taxes.  

• IRS has not specified that nonprofit hospitals have to provide charity care to meet this 
requirement, but they must provide a benefit to the community. This has become known 
as the community benefit standard. In addition to charity care, services and activities that 
can qualify as community benefits include the provision of health education and 
screening to specific vulnerable populations within the community and activities that 
benefit the greater public good, such as education for health professionals and medical 
research.  

• Many of these community benefit activities—especially charity care—are intended to 
benefit individuals who need financial and other help to obtain medical care.  

Current Community Benefits Requirements and National Health Care Reform 

• In 2005, GAO indicated that nonprofit hospitals nationally may not be defining 
community benefit in a consistent manner that would enable policymakers to hold them 
accountable for providing benefits commensurate with their tax-exempt status.  Over 
recent years, several changes have been required on the federal level to attempt to remedy 
this. 

• IRS requires entire IRS Schedule H (Form 990) to be filed by non- profit hospitals for tax 
year 2009 that: 
 
 Summarizes charity care policies 
 Documents their community benefits and community building programs 
 Identifies how they meet community healthcare needs 
 Describes other activities or characteristics that IRS associates with tax-exempt status 
 Distinguishes between charity care and bad debt 
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• Under the tax –exempt provisions in Health Care Reform, hospitals must: 

 
 Perform a community health needs assessment during either Tax Year 2011, 2012 or 

2013, and: 
 
• conduct a needs assessment once every three years afterward; 

  
• adopt an implementation strategy to meet the community needs identified;  
 
• describe how the hospital is addressing the community health needs, if any needs 

are not being addressed and why; and 
 
• May be subject to a $50,000 tax imposable by IRS for each tax year that a 

hospital fails to meet the requirement of the Community Health Needs 
Assessment. 

 
 Adopt certain financial assistance policies (written policy must include: eligibility 

criteria, basis for calculating amounts charged to patients, method for applying 
assistance, actions hospital can take for non-payment (if there is not a separate 
collection policy); 
 

 Provide, without discrimination, care emergency services regarding of eligibility 
under their financial assistance policy. 
 

 Meet certain requirement on charges (prohibit use of “gross charges” to uninsured to 
“amounts generally billed to those who have insurance”); and 

 
 Meet certain billing and collection requirements (hospitals may not engage in 

“extraordinary collections actions” before making “reasonable efforts” to determine if 
patient qualifies for assistance). 

 

Analysis of Hospitals based on FY 2009 CB Reports 

 Utilizing the data reported to the Commission, the attached spreadsheet compares 
hospitals on the total amount of community benefits reported, the amount of community benefits 
reported less community benefits provided in hospitals’ rate structures, the number of staff 
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dedicated to community benefit operations, and information regarding community needs 
assessments. From the attached spreadsheet, the following observations can me made: 
 

• On average, hospitals dedicated 774 hours during FY 2009 on community benefit 
operations.  Fourteen hospitals report zero hours for this purpose.  There is wide variation 
in the number of community benefit operations hours logged compared to the number of 
hospital employees. 
 

• Hospitals reported providing $946.2 million in community benefits in FY 2009. The total 
amount of community benefits as a percentage of total operating expense ranges from 
1.62% to 13.64% with an average of 7.6%.  Six hospitals provided community benefits in 
excess of 10% of operating expenses while 7 hospitals provided less than 3%.  In FY 
2008, community benefits expenditures comprised of 7.22% of total hospital operating 
expenses. 
 

• Charity Care, NSPI and DME costs are reported as community benefit costs but are 
included in hospital rates.  When offsetting these amounts from the amount of community 
benefits reported: 
 

o A total of $453 million in net community benefits were provided in FY 2009; and 
 

o  The average percentage of operating expenses dedicated to charity care drops to 
3.64%.  This percentage ranges from 0.13% to 9.75%.  
 

• Only one hospital reported not conducting a formal or informal community needs 
assessment, while 25 hospitals conducted a formal assessment, 20 hospitals conducted an 
informal assessment, and one did not report on this question.  17 hospitals conducted a 
formal or informal needs assessment during the last 3 years (2007, 2008 or 2009).  3 
hospitals indicated that they had not contacted their local health department regarding 
community health needs, and 4 hospitals did not make a statement regarding this 
question. 
 
 

A Profile of Exemplary Community Benefit Programs 
 

• Over the past five years, the quantitative community benefit reporting has made it 
difficult for policy makers to determine if community benefit spending was tied to needs 
identified within the community being served, whether the programs had been updated to 
meet the changing needs within the community, and whether hospitals were evaluating 
the effectiveness of their programs.  



4 

 

• Based on the addition of narrative reporting requirements beginning in FY 2009, 
hospitals are now required to answer specific questions about their community benefit 
activities.  The narrative is focused on (1) how hospitals determined the needs of the 
communities they serve, (2) initiatives undertaken to address those needs, and (3) 
evaluations undertaken regarding the effectiveness of the initiatives.  The intent was to 
encourage hospitals unable to answer questions about their programs, due to lack of 
process or evaluation, to begin to focus their attention on planning and evaluation. 

• Most hospitals were able to report that they used a needs assessment process, either 
formal or informal, in determining what community benefit activities would be 
undertaken.  Many of those hospitals were able to identify the initiatives they have 
undertaken, however only some hospitals were able to report that they had completed 
evaluations of their initiatives. 

• Five hospitals whose reports stand out as exemplary are: 

1. Calvert Memorial Hospital 
2. Carroll Hospital Center 
3. Franklin Square Hospital Center 
4. Holy Cross Hospital 
5. Johns Hopkins Bayview 
 

• See highlights attached 
 
 

 
 

  
 

 
 
 







Calvert Memorial Hospital

Identification of Needs: comprehensive community health assessment

community health forum
surveys
updated medical staff plan with analysis
strategic planning process
involvement of local health department

Decision Making 
Process:

Board of Directors, CEO, Department directors, President's Panel (staff representative of all major hospital departments), Executive Team

Program: Need:  Lack of Pediatric Dental Care for Medicaid Population

Program:  Contract dental providers in existing underutilized dental space with hospital as billing agent and program coordinator.

Evaluation: grant received FY09; program guidelines completed; relationships with area dentists developed; contracts for leasing space completed; staff hired 
and trained; targed advertising; patients identified and provided services; formal evaluation after one year of grant funding, informal evaluation after each 
session;  patients are now receiving dental care.

Program:   Need:  Care for uninsured.
Program:  Calvert HealthCare Solutions ‐ utilizes existing medical resources in the community to provide primary care to the uninsured who meet income 
qualification guidelines.  Patient is provided a case manager, basic lab and xray diagnostic tests at no cost.  (provided over 70,339 in services fy09.

Evaluation: 16 specialty providers recruited; 213 new clients enrolled; 362 physician office visits; 32 sliding scale patients initiated care at clincs; 613 patients 
from ER contacted by case management and 85 obtained follow‐up care; 1 patient received 7 mental health visits.  Evaluation led to incorporation of RN care 
coordinator to provide medication, wellness, and nutrition counseling; disease prevention coaching; diabetic self management classes; improvements to 
database and tracking system. 



Identification of Needs:

Decision Making 
Process:

Program:

Program:  

Carroll Hospital Center

health status assessment projects with Partnership for a Healthier Carroll County

Healthy Carroll Vital Signs‐Measures of Community Health ‐data collection
Elder Needs Health Assesment

Patients; Partnership for Healthier Carroll County; The Learning Center; The Women's place; Marketing and Business Development; hospital's 
multidisciplinary Community Benefit Planning and Review Team; hospital's executive team and Board of Directors

Need:  Adult education regarding obesity and associated health risks.

Program:  Lose to Win Program ‐ twelve week collaborative community program to promote weight loss and wellness.   12‐week program ‐ 
unlimited access to exercise sessions at Merritt Athletic Club; weekly group nutritional classes at Martin's Food Market; Weekly weigh‐ins and 
blood pressure checks; pre and post program blood profiles.

Evaluation:   20 out of 21 people completed 12 week program; group lost total of 340 lbs; 15 people had reduction in body fat; 13 people had 
reduction in total Cholesterol, LDL ‐ 8, Triglycerides ‐ 14 people; 3 significantly reduced blood surgar and blood sugar control

Need:  access to high‐quality prenatal, labor and delivery, and in‐hospital newborn care at affordable cost. 
Program:  Best Beginnings Program‐provide women without health insurance access to quality prenatal, labor and deliver and newborn care to 
those who would not have access to such services.  Joint effort between hospital and affiliated physicians.

Evaluation:  35 patients provided care in FY 2009; all mothers had successful deliveries with newborns at or over normal birth weight; increase 
from 2008 ‐ 2009 of women treated in first trimester instead of later in pregnancy. FY 2009 ‐66 % enrolled in first trimester vs. FY 2008 ‐ 16% 
enrolled in first trimester.



Identification of Needs:

Decision Making 
Process:

Program:

Program:  

Franklin Square Hospital Center

Community needs assessment of southeastern portion of Baltimore County; development of action plan; consultation with health department

Hospital Board Community Awarness Committee; community service line director; community outreach manager; community RN education specialists.

Need:  Domestic Voilence prevention

Program:  Child Abuse Prevention Services ‐ over 300 children suspected of being abused per year are evaluated at Franklin Square.  Evaluations based on 
comprehensive approach developed by Department of Pediatrics.  Instituted CPT (child protection team) with a social worker coordinator, medical 
director, on‐call social work and medical staff; 24/7 coverage and evaluated any child suspected of being abused.  Abusive Head Trauma prevention 
education; Infant safe sleeping program
Evaluation:  Increased number of infants presenting at ED are evaluated for abuse; 84 % of cases referred to Social services have been accepted for 
investigation due to improved evaluative process much higher than on national level; increased parental education and committment to learning coping 
mechanisms to lower rate of shaken baby syndrome. ‐ Plan:  Continue program and use as a model for new programs.

Need:  Healthcare for the Homeless
Program:  Partnered with Baltimore County  and Healthcare for the Homeless in Baltimore City to establish a new access point for primary care for people 
experiencing homelessness in Baltimore County.  In recent years, 7000 people have been identified as homeless in Baltimore County with 71% being 
women and children and 45% reporting no health insurance; Chronic issues include: mental and addictive disorders, hypertension, diabetes, HIV/AIDS;

Evaluation:  partnership establishes a medical home for vulnerable county residents; provides preventive health services before health issues escalate into 
an emergency.  Additional funding is being sought to meet needed resources (space, specialty care, medications).  Since inception in 2006, over 700 people 
have benefitted from over 3,500 primary care visits.  55% are temoporarily housed in the family shelter.



Identification of Needs:

Decision Making 
Process:

Program:

Program:  

Holy Cross Hospital

participation in community coalitions, partnerships, boards, committees, commission, advisory groups, panels; quarterly analysis of internal patient surveys 
and public market data; review of local needs assessments and reports; consultation with local health department

Hospital's interdepartmental leadership, executive management, board of trustees plan monitor and evaluate hospital's community benefit effort; chief 
executive officer review committee on community benefit(internal, interdepartmental committee) Community leaders

Need:  provide health education, disease prevention and chronic disease management (including obesity)programs to improve the health status of the 
community.
Program: Maternal and Child Health Initiative: Kids Fit.  In partnership with Housing Opportunities Commission of Montgomery County, ‐ free multi‐component
exercise class specially designed for children ages 6‐12.  One hour class meets 2x a week includes: tips on healthy lifestyle, evidence‐based fun exercise 
program, nutritious snack.  125 children enrolled in program at five sites.

Evaluation:  Biannual fitness assessments in fall and spring utilize evidence‐based President's Challenge Program.  In comparing results from June 2009 to 
December 2008, average scores declined for girls in push up test, curl up test, shuttle run; remained same in sit and reach.  average scores for boys declined in 
push up test, remained same for curl up test, and improved in shuttle run and sit and reach.  Plan:  use results to increase activity in areas that showed decline.

Need:  Diabetes Prevention
Program:  Chronic Disease Management Initiative:  Diabetes Prevention and Self‐Management Class.  Designed to help pre‐diabetic make lifestyle changes 
(weight loss, exercise) to prevent or delay onset of diabetes or cardiovascular disease.  Free 12 week classroom program followed by 6 months of telephone 
support.  Blood tests indicating risk are required for inclusion in program.

Evaluation:  Monitoring of class attendance, weight control, exercise regimen, AC1 count, lipid profile; 23 out of 27 completed classes.  86% attended at least 
80% of classes; 47% attended 100% of classes; weight loss achieved by 93% of attendees; 47% increased exercise level from pre‐program levels; AC1 count 
improved in 100%; Lipid profile improved in 80‐100% of participants



Identification of Needs:

Decision Making 
Process:

Program:

Program:  

Johns Hopkins Bayview

community health assessments, health department statistics, direct community contact, analysis of hospital programs

Hospital Board of Trustees, executive and clinical leadership, community relations staff, community advisory boards, Johns Hopkins Hospital, 
primary care physicians serving immediate community

Need:  Cardiovascular disease prevention

Program:  Food Re‐Education for School Health cardiac disease prevention program in the elementary schools.

Evaluation:  Annual evaluation ‐ Pre and post measurement of children's knowledge, Teacher evaluations.  Based on results, plan to continue 
program

Need:  Cardiovascular disease prevention
Program:  Community Health Action program ‐ a partnership with the community to promote health, smoke‐free families effort in place for 
several years providing a resouce guide for distribution at the hospital and in the community.

Evaluaton:  Self‐assessment by participants; strategic planning.  Based on evaluation, focus has been shifted to diabetes and obesity.



Title 10 DEPARTMENT OF HEALTH AND MENTAL HYGIENE 
 

Subtitle 37 HEALTH SERVICES COST REVIEW COMMISSION 
 

10.37.03  Types and Classes of Charges Which Cannot  
   Be Changed Without Prior Commission Approval 

 
  Authority:  Health-General Article, §§ 19-207, and 19-219, 
     Annotated Code of Maryland 
 

NOTICE OF PROPOSED ACTION 
 
 The Health Services Cost Review Commission proposes to amend Regulation .09 under 

COMAR 10.37.03 Types and Classes of Charges Which Cannot Be Changed Without Prior 

Commission Approval.  This action was considered and approved for promulgation by the 

Commission at a previously announced open meeting held on June 9, 2010, notice of which was 

given pursuant to State Government Article, § 10-506(c), Annotated Code of Maryland.  If 

adopted, the proposed amendments will become effective on or about October 4, 2010. 

Statement of Purpose 

 The purpose of this action is to clarify that a Commission-approved rebundled rate 

applies to a non-physician service provided by a third-party contractor to a hospital inpatient at 

an unregulated facility off-site of the hospital’s campus. 

Comparison of Federal Standards 

 There is no corresponding federal standard to this proposed action. 

Estimate of Economic Impact 

 The proposed action has no economic impact. 

Opportunity for Public Comment 

 Comments may be sent to Diana M. Kemp, Regulations Coordinator, Health Services 

Cost Review Commission, 4160 Patterson Avenue, Baltimore, Maryland  21215, or call (410) 



764-2576, or fax to (410) 358-6217, or email to dkemp@hscrc.state.md.us.  The Health Services 

Cost Review Commission will consider comments on the proposed amendments until August 2, 

2010.  A hearing may be held at the discretion of the Commission. 

.09 Rates for Non-Physician Services Provided to Hospital Inpatients by Third-Party 
Contractors. 
 
 A. A non-physician inpatient service is defined as a hospital service under the 
 
jurisdiction of the Commission provided by a third-party contractor to a hospital inpatient  
 
[either on or off-site of the hospital] at an unregulated facility off-site of the hospital’s campus. 
 

B. - H. Text unchanged. 
 
 
 
 
       DONALD A. YOUNG, M.D. 

Chairman 
       Health Services Cost Review Commission 

mailto:dkemp@hscrc.state.md.us�


Title 10   DEPARTMENT OF HEALTH AND MENTAL HYGIENE 
 
Subtitle 37  HEALTH SERVICES COST REVIEW COMMISSION 
 
10.37.10   Rate Application and Approval Procedures 
 

Authority:  Health-General Article, §§ 19-207, 19-214.1,  
and 19-214.2 

Annotated Code of Maryland 
 

NOTICE OF PROPOSED ACTION 
 
 The Health Services Cost Review Commission proposes to amend Regulations 

.26A and .26A-1, to adopt new Regulation .26A-2, and to amend Regulation .26B under 

COMAR 10.37.10  Rate App lication an d Ap proval Proce dures.  This action was 

considered and approved for promulgation by the Commission at a previously announced 

open meeting held on June 9, 2010, notice of which was given pursuant to State 

Government Article, § 10-506(c), Annotated Code of Maryland.  If adopted, the proposed 

amendments will become effective on or about October 4, 2010. 

Statement of Purpose 

 The purpose of this action is to alter the requirements for hospital financial assistance and 

debt collection policies and to make the requirements applicable to chronic care hospitals that are 

subject to HSCRC rate-setting.  These proposed amendments conform to recently enacted 

legislation (Chapters 60 and 61 of 2010 Laws of Maryland) and to Commission-approved 

recommendations for providing incentives to hospitals to provide free and reduced-cost care and 

certain protections to patients without means to pay their hospital bills. 

Comparison of Federal Standards 

 There is no corresponding federal standard to this proposed action. 



Estimate of Economic Impact 

 See Attached. 

Opportunity for Public Comment 

 Comments may be sent to Diana M. Kemp, Regulations Coordinator, Health 

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

or (410) 764-2576, or fax to (410) 358-6217, or email to dkemp@hscrc.state.md.us.  The 

Health Services Cost Review Commission will consider comments on the proposed 

amendments until August 2, 2010.  A hearing may be held at the discretion of the 

Commission. 

.26  [Differentials.]  Patient Rights and Obligations; Hospital Credit and Collection, 
Financial Assistance Policies. 

 
A. Hospital Information Sheet. 

 
(1)(a) – (c) (i)  (text unchanged) 

 
    (ii)  The patient’s rights and obligations with regard to the hospital 

bill[;], including the patient’s rights and obligations with regard to reduced-cost medically 

necessary care due to a financial hardship; 

    (iii) – (iv)  (text unchanged) 
 
   (d) – (e)  (text unchanged) 
 
  (2) – (4) (text unchanged) 
 
 A-1. Hospital Credit and Collection Policies. 
 

(1) (text unchanged) 
 

  (2) The policy shall: 
 
   [(a) - (b)] 
 
   [(c)] (a) - [e] (c)  (text unchanged) 
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   [(f)](d)  Describe the circumstances in which the hospital will seek a judgment 

against a patient [.]; 

 
   (e) Provide for a refund of amounts collected from a patient or the 

guarantor of a patient who was later found to be eligible for free care on the date of service, in 

accordance § A-1 (3) of this regulation;  

   (f) If the hospital, has obtained a judgment against or reported adverse 

information to a consumer reporting agency about a patient who later was found to be eligible for 

free care on the date of the service for which the judgment was awarded or the adverse 

information was reported, require the hospital to seek to vacated the judgment or strike the 

adverse information; and 

   (g) Provide a mechanism for a patient to file with the hospital a complaint 

against the hospital or an outside collection agency used by the hospital regarding the handling 

of the patient’s bill. 

   (h) Provide detailed procedures for the following actions: 

(i)       When a patient debt may be reported to a credit reporting agency; 
 

(ii) When legal action may commence regarding a patient debt; 
 
(iii) When garnishments may be applied to a patient’s or patient 

guarantor’s income; and 

(iv) When a lien on a patient’s or patient guarantor’s personal residence 

or motor vehicle may be placed. 

  (3) Beginning October 1, 2010, as provided by Health-General Article, § 19-

214.2(c): 

   (a) A hospital shall provide for a refund of amounts exceeding $25 

collected from a patient or the guarantor of a patient who, within a 2-year period after the date of 



service, was found to be eligible for free care on the date of service. 

   (b) A hospital may reduce the 2-year period under §A-1(3)(a) of this 

regulation to no less than 30 days after the date the hospital requests information from a patient, 

or the guarantor of a patient, to determine the patient’s eligibility for free care at the time of 

service, if the hospital documents the lack of cooperation of the patient or the guarantor of a 

patient in providing the required information. 

   (c) If a patient is enrolled in a means-tested government health care plan 

that requires the patient to pay out-of-pocket for hospital service, a hospital shall have a refund 

policy that complies with the terms of the patient’s plan. 

  (4) For at least 120 days after issuing an initial patient bill, a hospital may not 

report adverse information about a patient to a consumer reporting agency or commence civil 

action against a patient for  nonpayment unless the hospital documents the lack of cooperation of 

the patient or the guarantor of the patient in providing information needed to determine the 

patient’s obligation with regard to the hospital bill. 

  (5) A hospital shall report the fulfillment of a patient’s  payment obligation within 

60 days after the obligation is fulfilled to any consumer reporting agency to which the hospital 

had reported adverse information about the patient. 

  (6) A hospital may not force the sale or foreclosure of a patient’s primary 

residence to collect a debt owed on a hospital bill.  If a hospital holds a lien on a  patient’s  

primary residence, the hospital may maintain its position as a secured creditor with respect to 

other creditors to whom the patient may owe a debt. 

  (7) If a hospital delegates collection activity to an outside collection agency, the 

hospital shall: 



   (a) Specify the collection activity to be performed by the outside collection 

agency through an explicit authorization or contract; 

   (b) Specify procedures the outside collection agency must follow if a 

patient appears to qualify for financial assistance; and 

   (c) Require the outside collection agency to: 

    (i) In accordance with the hospital’s policy, provide a mechanism for a 

patient to file with the hospital a complaint against the hospital or the outside collection agency 

regarding the handing of patient’s bill; and 

   (ii) If a patient files a complaint with the collection agency, forward 

the complaint to the hospital.  

 
   (8) The Board of Directors of each hospital shall review and approve the financial 

assistance and debt collection policies of the hospital every two (2) years. A hospital may not 

alter its financial assistance or debt collection policies without approval by the Board of 

Directors. 

  [3](9)  The Commission shall review each hospital’s implementation of and 

compliance with the hospital’s policies and the requirements of § A-1(2) of this regulation. 

 A-2.  Hospital Financial Assistance Responsibilities. 
 
  (1)    For purposes of this regulation, the following definitions apply: 
 
   (a) “Financial hardship” means medical debt, incurred by a family over a 

12-month period that exceeds 25% of family income. 

   (b) “Medical debt” means out of pocket expenses, excluding copayments, 

coinsurance, and deductibles, for medical costs billed by a hospital. 



  (2) Financial Assistance Policy. 

 
   (a) On or before June 1, 2009, each hospital and on or before October 1, 

2010, each chronic care hospital under the jurisdiction of the Commission shall develop a written 

financial assistance policy for providing free and reduced-cost care to low-income patients who 

lack health care coverage or to patients whose health insurance does not pay the full cost of the 

hospital bill.  The financial assistance policy shall provide, at a minimum: 

    (i) Free medically necessary care to patients with family income at 

or below 200 percent of the federal poverty level;  

    (ii) Reduced-cost, medically necessary care to low-income patients 

with family income between 200 and 300 percent of the federal poverty level, in accordance with 

the mission and service area of the hospital; 

    (iii) A maximum patient payment for reduced-cost care not to exceed 

the charges minus the hospital mark-up;  

    (iv) A payment plan available to uninsured patients with family 

income between 200 and 500 percent of the federal poverty level who request assistance; and 

    (v) A mechanism for a patient to request the hospital to reconsider 

the denial of free or reduced care. 

   (b) A hospital whose financial assistance policy as of May 8, 2009 

provides for free or reduced-cost medical care to patients at income threshold higher than those 

set forth above, may not reduce that income threshold. 



   (c) Presumptive Eligibility for Free Care.  Unless otherwise eligible for 

Medicaid or CHIP, patients who are beneficiaries/ recipients of the following means-tested social 

services programs are deemed eligible for free care, provided that the patient submits proof of 

enrollment within 30 days unless the patient or the patient’s representative requests an additional 

30 days: 

    (i) Households with children in the free or reduced lunch program; 

    (ii) Supplemental Nutritional Assistance Program (SNAP); 

    (iii) Low-income-household energy assistance program; 

    (iv) Primary Adult Care Program (PAC) (until such time as inpatient 

benefits are added to the PAC benefit package; or 

    (v) Women, Infants and Children (WIC). 

  (d) A hospital that believes that an increase to the income thresholds as set forth 

above may result in undue financial hardship to it, may file a written request with the 

Commission that it be exempted from the increased threshold.  In evaluating the hospital’s 

request for exemption, the Commission shall consider the hospital’s: 

   (i) Patient mix; 

   (ii) Financial condition; 

   (iii) Level of bad debt experienced; 

   (iv) Amount of charity care provided; and 

   (v) Other relevant factors. 

  (e) Based on staff’s evaluation of the written request for an exemption, the 

Executive Director shall respond in writing within a reasonable period of time approving or 

disapproving the hospital’s exemption request. 



  (f) A hospital denied an exemption request shall be afforded an opportunity to 

address the Commission at a public meeting on its request.  Based on arguments made at the 

public meeting, the Commission may approve, disapprove, or modify the Executive Director’s 

decision on the exemption request. 

 (3) Financial Hardship Policy. 
 
  (a) Subject to §A-2(3)(b) and (c) of this regulation, the financial assistance policy 

required under this regulation shall provide reduced-cost medically necessary care to patients 

with family income below 500% of the federal poverty level who have a financial hardship. 

  (b) A hospital may seek and the Commission may approve a family income 

threshold that is different than the family income threshold under §A-2(C)(1) of this regulation. 

  (c) In evaluating a hospital’s request to establish a different family income 

threshold, the Commission shall take into account: 

    (i) The median family income in the hospital’s service area; 

    (ii) The patient mix of the hospital; 

    (iii) The financial condition of the hospital; 

    (iv) The level of bad debt experienced by the hospital; 

    (v) The amount of the charity care provided by the hospital; and 

    (vi) Other relevant factors. 

  (d) If a patient has received reduced-cost medically necessary care due to a 

financial hardship, the patient or any immediate family member of the patient living in the same 

household: 

    (i) Shall remain eligible for reduced-cost medically necessary care 

when seeking subsequent care at the same hospital during the 12-month period beginning on the 

date on which the reduced-cost medically necessary care was initially received; and 



    (ii) To avoid an unnecessary duplication of the hospital’s 

determination of eligibility for free and reduced-cost care, shall inform the hospital of the 

patient’s or family member’s eligibility for the reduced-cost medically necessary care. 

 (4) If a patient is eligible for reduced-cost medical care under a hospital’s financial 

assistance policy or financial hardship policy, the hospital shall apply the reduction in charges 

that is most favorable to the patient. 

 (5) A notice shall be posted in conspicuous places throughout the hospital including the 

billing office informing patients of their right to apply for financial assistance and who to contact 

at the hospital for additional information. 

 (6) Each hospital shall use a Uniform Financial Assistance Application in the manner 

prescribed by the Commission in order to determine eligibility for free and reduced-cost care. 

 (7) Each hospital shall establish a mechanism to provide the Uniform Financial 

Assistance Application to patients who do not indicate public or private health care coverage.  A 

hospital may require from patients or their guardians only those documents required to validate 

the information provided on the Application. 

 (8) Asset Test Requirements.  A hospital may, in its discretion, consider household 

monetary assets in determining eligibility for financial assistance in addition to the income-based 

criteria, or it may choose to use only income-based criteria. If a hospital chooses to utilize an 

asset test, that test must adhere to the following types of assets: 

    (a) “Monetary assets” are those assets that are convertible to cash 

excluding $150,000 in a primary residence, and retirement assets, which are defined to be those 

assets where the Internal Revenue Service has granted preferential tax treatment as a retirement 

account including, but not limited to, deferred-compensation plans qualified under the Internal 

Revenue Code, or nonqualified deferred-compensation plans. 



    (b) A principal residence may be considered in making a financial 

assistance determination after first excluding a “safe harbor” equity in the home in the amount of 

$150,000. 

    (c) At a minimum, the first $10,000 of monetary assets may not be 

considered when determining  eligibility for free or reduced cost care. 

.26B. Working Capital Differentials--Payment of Charges. 
 

(1)- (3)     (text unchanged)  
 

(4)      Hospital Billing Responsibilities. 
 
     (a)- (c)  (text unchanged) 
 
  [(5) (a) - (g) ] 
 
  (5)  Hospital Written Estimate. 
 

(a) On request of a patient made before or during treatment, a 

hospital shall provide to the patient a written estimate of the total charges for the hospital 

services, procedures, and supplies that reasonably are expected to be provided and billed to the 

patient by the hospital.  

(b) The written estimate shall state clearly that it is only an estimate 

and actual charges could vary. 

(c)  A hospital may restrict the availability of a written estimate to 

normal business office hours. 

(d) The provisions set forth in §B(5)(a)-(c) of this regulation do not 

apply to emergency services. 

 C.     (text unchanged) 
 
       DONALD A. YOUNG, M.D. 
       Chairman 
       Health Services Cost Review Commission 



IMPACT STATEMENT 
 
 PART A 

(check one option) 
 
 ESTIMATE OF ECONOMIC IMPACT 
 
 
              The proposed action has no economic impact. 
 

OR 
 
     X      The proposed action has an economic impact. 
 
I. Summary of Economic Impact.  Implementation of the action proposed will expand the 

provision of hospital care to patients, protect their rights, and identify their obligations 
with regard to reduced-cost medically necessary care due to a financial hardship. 

 
II. Types of    Revenue (R+/R-) 

Economic Impacts.   Expenditure (E+/E-)                 Magnitude      
 

A. On issuing agency:   N/A 
 

B. On other State               N/A 
  agencies: 

 
C. On local governments:  N/A 

 
      Benefit (+) 

  Cost (-)                              Magnitude                     
 

D. On regulated industries        (+/-)          None 
or trade groups: 
 
Assumptions are based on the recognition that hospitals will be required to 
provide free or reduced-cost care to a greater range of patients; hospitals also will 
now be compelled to handle patient bills differently and in a way most favorable 
to patients.  However, the rate setting system does allow for a hospital’s 
reasonable provision of uncompensated care to be included in hospital rates.     
 

E. On other industries or         (-)          Minimal 
trade groups: 
 
Assumptions are based on the recognition that payers ultimately pay for the 
expansion of uncompensated care.  However, because this expansion is largely a 
shift from bad debt to charity care, any added payments for payers will be 
minimal.  
 



F. Direct and indirect            (+)          Substantial 
effects on public: 
 
Assumptions are based on the proposed action’s intention of protecting a patient’s 
rights vis-a-vis hospital credit and collection policies; identifying a patient’s 
obligations with regard to reduced-cost medically necessary care due to financial 
hardship; allowing a patient to obtain a written estimate of total charges; 
protecting the patient from a hospital’s attempt to force the sale or foreclosure of a 
patient’s primary residence to collect an outstanding debt; providing for a refund 
of amounts collected from a patient later found to have been eligible for free care; 
providing some protection to a patient regarding the handling of the patient’s bill; 
requiring an outside collection agency contracted for by a hospital to abide by the 
hospital’s credit and collection policy; providing for a maximum patient payment 
for reduced-cost care; a payment plan to certain uninsured patients; providing a 
mechanism for a patient to request a hospital’s reconsideration of a hospital’s 
denial of free or reduced care; and providing a mechanism in the hospital’s credit 
and collection policy for a patient to file a complaint regarding how the patient’s 
bill has been handled. 
 

III. Assumptions.  (Identified by Impact Letter and Number from Section II.) 
 
 PART B 
 (Check one option) 
 
Economic Impact on Small Businesses 
 
       X       The proposed action has minimal or no economic impact on small businesses. 
 
 or 
 
                 The proposed action has an economic impact on small businesses. 

See Estimate of Economic Impact. 
 
 Impact on Individuals with Disabilities 
 
 (Check one option) 
 
        X       The proposed action has minimal impact on individuals with disabilities. 
 
 or 
 
                 The proposed action has an impact on individuals with disabilities. 
  See Estimate of Economic Impact. 



 
 Opportunity for Public Comment 
 
 PART C 
 
 
 (For legislative use only; not for publication) 
 
A. Fiscal Year in which regulations will become effective:  FY 2011. 
 
B. Does the budget for fiscal year in which regulations become effective contain funds to 

implement the regulations:   N/A 
 
 

      YES         NO 
 

 
C. If "yes", state whether general, special (exact name), or federal funds will be used: 
 
D. If "no", identify the source(s) of funds necessary for implementation of these regulations: 
 
E. If these regulations have no economic impact under Part A., indicate reason 

briefly: 
 
F. If these regulations have minimal or no economic impact on small businesses under Part 

B, indicate the reason.  These regulations do not target small businesses, but rather the 
healthcare environment generally. 

 




