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Meeting
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3. Docket Status — Cases Closed
None
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2128 A — MedStar Health
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2135A — Johns Hospitals Health System
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I. Introduction

On July 26, 2011, MedStar Health filed an application for an Alternative Method of Rate
Determination pursuant to COMAR 10.37.10.06 on behalf of Franklin Square Hospital, Good
Samaritan Hospital, Harbor Hospital, and Union Memorial Hospital (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 2080A for the period from January 1, 2011 through December 31, 2011. The
Hospitals are requesting to renew this contract for one year beginning January 1, 2012.
1. Background

Under the Medicaid Health Choice Program, MedStar Family Choice, a Managed Care
Organization (*“MCQ") 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, in return for a State-determined capitation payment. MedStar Family Choice
pays the Hospitals HSCRC-approved rates for hospital services used by its enrollees. MedStar
Family Choice provides services to about 4% of the total number of MCO enrolleesin Maryland.

The Hospitals supplied information on their most recent experience and their preliminary
projected revenues and expenditures for the upcoming year based on the Medicaid capitation
rates.
111. Staff Review

This contract has been operating under previous HSCRC approval (proceeding 2080A).



Staff reviewed the operating performance under the contract as well as the terms of the capitation
pricing agreement. Staff reviewed financia information and projections for CY's 2010 and 2011
and projections for CY 2012. In recent years, the financial performance of MFC has been
favorable. The actua financial experience reported to staff for CY2010 was positive, and is
expected to remain positive in CY 2011. MFC is projecting unfavorable financial performance
in CY 2012.
IVV. Recommendation

With the exception of FY 2009, MFC has continued to achieve favorable financial
performance in recent years. Based on past performance, staff believes that the proposed renewal
arrangement for MFC is acceptable under Commission policy, in that the MCO has not sustained
losses over an extended. However, Staff will reevaluate MFC’s projected CY 2012 financial
status throughout the course of the year to understand whether unfavorable performance is
expected to continue into CY 2013.

Therefore:

(1) Staff recommends approval of this alternative rate application for a one-year period
beginning January 1, 2012 since the MCO has not sustained losses over an extended
period of time.

(2) Since sustained losses may be construed as a loss contract necessitating termination
of this arrangement, staff will continue to monitor financial performance to
determine whether favorable financial performance is achieved in CY 2012, and
expected to be sustained into CY 2013. Staff recommends that MedStar Family

Choice report to Commission staff (on or before the August 2012 meeting of the



Commission) on the actual CY 2011 experience and preliminary CY 2012 financial
performance (adjusted for seasonality) of the MCO, as well as projections for CY
2013.

(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

On August 17, 2011, Maryland Genera Hospital, Saint Agnes Health System, Western
Maryland Health System, 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 renewa 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 2089A for the period
January 1, 2011 through December 31, 2011. The Hospitals are requesting to renew this contract
for one year beginning January 1, 2012.
1. Background

Under the Medicaid Hedth Choice Program, MPC, a Managed Care Organization
(“MCQ") 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, in return for a State-determined capitation payment. Maryland Physicians Care pays
the Hospitals HSCRC-approved rates for hospital services used by its enrollees. Maryland
Physicians Care is a magjor participant in the Medicaid Health Choice program, and provides
services on a statewide basis to about 19.6% of the total number of MCO enrolleesin Maryland.

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

capitation rates.



I11. Staff Review

This contract has been operating under previous HSCRC approval (Proceeding 2089A).
Staff reviewed the operating performance under the contract as well as the terms of the capitation
pricing agreement. Staff reviewed financia information and projections for CY's 2010 and 2011,
and projections for CY 2012. In recent years, the financial performance of MPC has been
favorable. The actual financial experience reported to staff for CY2010 was positive, and is
expected to remain positivein CY 2011. Projectionsfor CY 2012 are favorable as well.
IVV. Recommendation

MPC has continued to maintain consistent favorable performance in recent years. Based
on past and projected performance, staff believes that the proposed renewal arrangement for
MPC is acceptable under Commission policy.
Therefore:

(1) Staff recommends approval of this alternative rate application for a one-year period
beginning January 1, 2012.

(2) Since sustained 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 to determine whether favorable financial
performance is achieved in CY 2012 and expected to be sustained into CY 2013.
Staff recommends that Maryland Physicians Care report to Commission staff (on or
before the August 2012 meeting of the Commission) on the actual CY 2011
experience and preliminary CY 2012 financial performance (adjusted for

seasonality) of the MCO, as well as projections for CY 2013.



(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

On August 30, 2011 Johns Hopkins Hedth 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, and Howard County
Genera Hospita (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 2081A for the period from January 1, 2011 through December 31, 2011. The
Hospitals are requesting to renew this contract for a one-year period beginning January 1, 2012.
I1. Background

Under the Medicaid Heath Choice Program, Priority Partners, a provider-sponsored
Managed Care Organization (“MCQ”) 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 Heath Care (JHHC) and the
Maryland Community Health System (MCHS) to operate an MCO under the Heath 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 clam adjudication and utilization
management. MCHS oversees a network of Federaly Qualified Heath 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

1



outpatient hospital services, as well as certain non-hospital services, in return for 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 and their preliminary projected revenues and expenditures for the upcoming year
based on the initia revised Medicaid capitation rates.

Priority Partnersis a mgjor participant in the Medicaid Health Choice program, providing
managed care services on a statewide basis through CY 2011 and serving 27% of the State's
MCO population.

111. Staff Review

This contract has been operating under the HSCRC's initial approva in proceeding
2081A. Staff reviewed the operating performance under the contract as well as the terms of the
capitation pricing agreement. Staff has analyzed Priority Partner’s financia history, net income
projections for CY 2011, and projections for CY 2012. The statements provided by Priority
Partners to staff represent both a “standalone” and “consolidated” view of Priority’s operations.
The consolidated picture reflects certain administrative revenues and expenses of Johns Hopkins
Hedlth 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 al
included under one entity.

In recent years, the financial performance of Priority Partners has been favorable. The
actual financial experience reported to staff for CY 2010 was positive, and is expected to remain

positivein CY 2011. CY 2012 consolidated projections are favorable.



1VV. Recommendation

With the exception of FY 2009, Priority Partners has continued to achieve favorable

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

that the proposed renewa arrangement for Priority Partners is acceptable under Commission

policy.

Therefore:

1)

2)

3)

Staff recommends approval of this alternative rate application for a one-year period
beginning January 1, 2012.

Since sustained 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 to determine whether favorable financial performance is
achieved in CY 2012 and expected to be sustained into CY 2013. Therefore, staff
recommends that Priority Partners report to Commission staff (on or before the
August 2012 meeting of the Commission) on the actual CY 2011 experience and
preliminary CY 2012 financial performance (adjusted for seasonality) of the MCO,
as well as projections for CY 2013.

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,

3



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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l. INTRODUCTION

University of Maryland Medical Center (the Hospital) filed an application with the
HSCRC on October 5, 2011 to seek approval to participate in 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 solid organ and blood
and bone marrow services with Interlink Health Services for a period of three years

beginning November 1, 2011.

Il. 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 regulated services associated with the contract.

lll. FEE DEVELOPMENT

The hospital portion of the new global rates was developed by calculating mean
historical charges for patients receiving solid organ and blood and bone marrow
transplant services at the Hospital. The remainder of the global rate is comprised of
physician service costs. Additional per diem payments were calculated for cases that

exceed a specific length of stay outlier threshold.

IV. IDENTIFICATION AND ASSESSMENT OF RISK

The Hospitals will submit bills to UPI for all contracted and covered services. UPl 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
that it has been active in similar types of fixed fee contracts for several years, and that UPI

is adequately capitalized to bear the risk of potential losses.

V. STAFF EVALUATION



Since the format utilized to calculate the case rate, i.e., historical data for like
cases, has been utilized as the basis for other successful solid organ and blood and bone
marrow transplants in which the Hospital is currently participating, staff believes that the

Hospital can achieve a favorable experience under this arrangement.

VI. STAFF RECOMMENDATION

The staff recommends that the Commission: 1) waive the requirement that
alternative applications be filed 30 days before the proposed effective date; 2) 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 commencing
November 1, 2011. 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
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 (“Hospital”) filed a renewal application with
the HSCRC on October 5, 2011 requesting approval to continue to participate in a global rate
arrangement for blood and bone marrow transplants for three years with the BlueCross and
BlueShield Association Quality Centers for Transplant (BQCT) beginning September 1, 2011.

I1. 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 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.

I1l. 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 actual experience under this arrangement for the prior year has

been favorable.



VI. STAFF RECOMMENDATION

The staff recommends that the Commission: 1) waive the requirement that an application
be filed 30 days prior to the effective date of an alternative method of rate determination
arrangement; 2) 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 commencing September 1, 2011. 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 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
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 cann-ot be used to justify future requests for rate increases.
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l. INTRODUCTION

The University of Maryland Medical Center (the Hospital) filed a renewal
application with the HSCRC on October 12, 2011 for an alternative method of rate
determination, pursuant to COMAR 10.37.10.06. The Hospital requests approval from
the HSCRC for continued participation in global rates for solid organ and blood and
bone marrow transplant services with OptumHealth Care Solutions, Inc. (previously
known as United Resource Networks), for a one-year period, effective November 1,
2011.

Il. 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
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.

lll. 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.

V. 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
The staff found that the actual experience under this arrangement for the prior

year has been favorable.

VI. STAFF RECOMMENDATION

Based on the favorable experience in the last year, staff recommends that the
Commission: 1) waive the requirement that an application be filed 30 days prior to the
effective date of an alternative method of rate determination arrangement; and 2) 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 November 1, 2011.

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.



IN RE: THE APPLICATION FOR * BEFORE THE MARYLAND HEALTH

ALTERNATIVE METHOD OF RATE *  SERVICES COST REVIEW
DETERMINATION * COMMISSION

JOHNS HOPKINS HEALTH *  DOCKET: 2011
SYSTEM *  FOLIO: 1950
BALTIMORE, MARYLAND * PROCEEDING: 2140A

Staff Recommendation
November 2, 2011



[. INTRODUCTION

Johns Hopkins Health System (System) filed a renewal application with the HSCRC
on October 13, 2011 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 November 1, 2011.

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

lll. STAFF FINDINGS

Staff found that the experience under this arrangement for FY 2011 was favorable.

IV. STAFF RECOMMENDATION

Based on its favorable performance for the last year, staff recommends that the
Commission: 1) waive the requirement that an application be filed 30 days prior to the
effective date of an alternative method of rate determination arrangement; and 2) approve
the Hospital's renewal application for an alternative method of rate determination for a one
year period commencing November 1, 2011.

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.



IN RE: THE APPLICATION FOR
ALTERNATIVE METHOD OF RATE
DETERMINATION

JOHNS HOPKINS HEALTH
SYSTEM

BALTIMORE, MARYLAND

BEFORE THE MARYLAND HEALTH
SERVICES COST REVIEW

COMMISSION
DOCKET: 2011
FOLIO: 1951

PROCEEDING: 2141A

Staff Recommendation
November 2, 2011



I. INTRODUCTION

Johns Hopkins Health System (“ System”) filed arenewal application with the HSCRC on
October 13, 2011 on behalf of its member hospitals, Johns Hopkins Hospital, Johns Hopkins
Bayview Medical Center, and Howard County General Hospital (the “Hospitals™) requesting
approva from the HSCRC for continued participation in aglobal rate arrangement for solid
organ and bone marrow transplants with Preferred Health Care LLC. The Hospitals request that

the Commission approve the arrangement for one year beginning October 1, 2011.

1. OVERVIEW OF APPLICATION

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

to regulated services associated with the contract.

I11. FEE DEVELOPMENT

The hospital portion of the global rates was devel oped by cal culating mean historical
charges for patients receiving the procedures for which global rates are to be paid. The remainder
of the global rate is comprised of physician service costs. Additional per diem payments were
calculated for cases that exceed a specific length of stay outlier threshold.

IV. IDENTIFICATION AND ASSESSMENT OF RISK

The Hospitals will continue to submit billsto JHHC for all contracted and covered
services. JHHC isresponsible 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 that it has been active in similar types of fixed fee contracts for several years, and that
JHHC is adequately capitalized to bear the risk of potential losses.

V. STAFF EVALUATION

Although there was no activity under this arrangement in the last year, staff is satisfied
that the hospital component of the global prices, which has been updated with current data, is

sufficient for the Hospitals to achieve favorable experience under this arrangement.

VI. STAFF RECOMMENDATION

The staff recommends that the Commission: 1) waive the requirement that an application
be filed 30 days prior to the effective date of an alternative method of rate determination
arrangement; and 2) approve the Hospitals' application for an alternative method of rate
determination for solid organ and bone marrow transplant services, for a one year period
commencing October 1, 2011. The Hospitals will need to file arenewal 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 ("M OU") with the Hospitals for the approved contract.
This document will formalize the understanding between the Commission and the Hospitals, and
will include provisions for such things as payments of HSCRC-approved rates, treatment of
losses that may be attributed to the contract, quarterly and annual reporting, 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 stipul ate that

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

On October 24, 2011, Johns Hopkins Health System (“ System”) filed arenewa
application on behalf of its member hospitals, Johns Hopkins Hospital, Johns Hopkins Bayview
Medical Center, and Howard County General Hospital (the “Hospitals’) requesting approval to
continue to participate in an existing global price arrangement with Life Trac (a subsidiary of
Allianz Insurance Company of North America) for solid organ and bone marrow transplants. The
Hospitals request that the Commission approve the arrangement for one year beginning
November 1, 2011.

I1. OVERVIEW OF APPLICATION

The contract will continue to be held and administered by Johns Hopkins HealthCare,
LLC ("JHHC"), which isasubsidiary of the System. JHHC will continue to manage all financial
transactions related to the global price contract including payments to the System hospitals and to
bear all risk relating to regulated services associated with the contract.

I11. FEE DEVELOPMENT

The hospital portion of the global rates, which was originally developed by calculating
mean historical charges for patients receiving the procedures for which global rates are to be
paid, has been adjusted to reflect recent hospital rate increases. The remainder of the global rate
is comprised of physician service costs. Additional per diem payments, calculated for cases that

exceed a specific length of stay outlier threshold, were similarly adjusted.
IV. IDENTIFICATION AND ASSESSMENT RISK
The Hospitals will continue to submit billsto JHHC for all contracted and covered

services. JHHC isresponsible for billing the payers, 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 that it has been active in similar types of fixed fee contracts for several years, and that
JHHC is adequately capitalized to bear the risk of potential losses.

V. STAFF EVALUATION

The staff found that the actual experience under the arrangement for the last year has been
favorable. Staff is satisfied that the hospital component of the global priceis sufficient for the

Hospitals to continue to achieve favorable performance under this arrangement.

VI. STAFF RECOMMENDATION

The staff recommends that the Commission: 1) waive the requirement that an application
be filed 30 days prior to the effective date of an alternative method of rate determination
arrangement; and 2) approve the Hospitals' application for an alternative method of rate
determination for solid organ and bone marrow transplant services for the period beginning
November 1, 2011. The Hospitals must file arenewal application annually for continued
participation.

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

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



Staff Recommendation

November 2, 2011

The Commission staff recommends for review and public comment revisions to the
Relative Value Unit (RVU) Scale for Labor and Delivery (DEL). These revised RVUs were
developed by a sub-group of the Maryland Hospital Association’s HSCRC Technical
Issues Task Force. The sub-group’s membership represented the Labor and Delivery
department of many of the Maryland hospitals located throughout the state. The RVU
scale was updated to reflect the current services provided to obstetric patients for DEL
services. The revised RVUs were approved by the Maryland Hospital Association’s
HSCRC Technical Issues Task Force. At your direction, the staff will send the revision to
all Maryland hospitals for their review and comment.



APPENDIX D
STANDARD UNIT OF MEASURE REFERENCES

Account Number Cost Center Title
7010 Labor and Delivery Service

Labor and Delivery Service

The Labor and Delivery Relative Vaue Units were developed by an industry task force under the
auspices of the Maryland Hospital Association. These Relative Vaue Units will be used as the
standard unit of measure related to the output of the Labor and Delivery Revenue Center.

All time reflects standard of 1 RVU = 15 minutes of direct RN care. Charges made to Labor and
Delivery RVUs must reflect an entire procedure or event occurring in the Obstetrical suite
without duplication, support, or charges to other areas using RV Us, minutes, or hours per patient
day at the same time. As an example a short stay D&C cannot be charged RVUs plus OR
minutes; a sonogram cannot be charged RVUs to Labor and Delivery and to Radiology. Each
institution should designate where a procedure is to be charged based on where that procedure is
performed. For any Labor and Delivery OR suite procedure, RVUs or Minutes may be charged,
but not both.

PRIMARY OBSTETRICAL Procedures:

These procedures include physical assessment, pregnancy history, and vital signs. Delivery
procedures are excluded. RVUs are assigned on the basis of RN time only in relation to these
procedures. Charges for these may be in addition to Obstetrical charges. (See section to follow
entitled: L & D Observation/Triage services.)

Py
<
-
0

Procedures:

Amniocentesis - Diagnostic

Biophysical Profile with NST

Biophysical Profile w/o NST

Cervical Cerclage

Dilation & Curettage (D& C)

Dilation and Evacuation (D&E)

Doppler Flow Evauation

Externa Cephalic Versions

*Minor OR procedure, emergent or non-emergent, w/o delivery
*Magor OR procedure, emergent or non-emergent, w/o delivery
Non Stress Test, Fetal

Oxytocin Stress Test

Periumbilical Blood Sampling (PUBS) 18 (+ 4 w/multiples)
Periumbilical Blood Sampling (PUBS) double set up w/OR 2
Ultrasound, OB (read by Obstetrics only) 3

o

o
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* The classification of minor and major procedures is related to the complexity of the case and
the nursing work load required for patient care. The lists below are examples of procedures in
each category, but the classification is not limited to these examples.

Minor: Major:
Cerclage insertion or removal Bladder repair
Incision and Drainage (1&D) Bowel repair
Needle membrane Herniarepair
Tubal ligation Hysterectomy
Wound care Oopherectomy

* "Minor" surgery is any invasive operative procedure in which only skin or mucous membranes
and connective tissue is resected, e.g., vascular cut down for catheter placement, implanting
pumps in subcutaneous tissue. Also included are procedures involving biopsies or placement of
probes or catheters requiring the entry into a body cavity through a needle or trocar in
combination with a"minor" surgical procedure.

* "Mgjor" surgery is any invasive operative procedure in which extensive resection is performed,
e.g., abody cavity is entered, organs are removed, or normal anatomy is significantly altered. For
surgical procedures that do not clearly fall in the above categories, the chance for significant
inadvertent infection of the surgical siteisto be a primary consideration.

The definition of Emergent and Non-emergent is based on timing also known as the “decision to
incision time”. An emergent procedure is performed within 30 minutes of the physician’s
decision. A non-emergent procedure is performed after that 30 minute window has passed.
DELIVERY Procedures:

The following procedures are primarily inpatient services, however if any are performed on an
outpatient basis hospitals should apply the most appropriate CPT codes.

Procedures (SELECT ONLY ONE): RVUs:
Fetal Demise/Genetic Termination 2™ or 3" Trimester 30
Fetal Demise/Genetic Termination 2™ or 3" Trimester w/Epidural 36
Delivery outside the hospital, prior to arrival 12
Vagina Delivery (No anesthesia, uncomplicated) 24
Vaginal Delivery w/Vacuum/Forceps Assistance 26
Vagina Delivery w/Epidural Anesthesia 30
Vaginal Delivery w/Epidural w/Forceps/V acuum Assistance 32
Vaginal Delivery after prior C-section (VBAC) 32
Cesarean Section, hon-emergent 18
Cesarean Section, non-emergent w/minor surgery 20
Cesarean Section, hon-emergent w/major surgery 31
Cesarean Section, Emergency 37
Cesarean Section, emergent w/minor surgery 39
Cesarean Section, emergent w/major surgery 61



OBSTETRICAL ADD ON TO DELIVERY Procedures:

These are procedures that are performed in addition to the core procedures listed above.

Procedures (ALL THAT APPLY): RVUs:
Amnioinfusion 6
Double Set-Up/Failed Forceps/Vacuum 2
Induction/Augmentation w/delivery 4
Intrauterine Pressure Catheter Monitoring (IUPC) 2
Multiple Birth: Twins 6
Multiple Birth: Triplets 9
Multiple Birth: Quads 12
Neonatal Resuscitation (APGAR < 6 @ 1 minute; PH < 7.2) 4

POSTPARTUM OBSTETRICAL SURGICAL Procedures:

The following procedures are listed to capture RVUSs for postpartum obstetrical surgeries that
occur after an episode of delivery, vaginal or cesarean section. Please refer to the top of page 2
for the definition and examples of minor and major procedures.

Procedures (SELECT ONLY ONE): RVUs:
Surgery, Additional minor, non-emergent 8
Surgery, Additional mgor, non-emergent 19
Surgery, Additional minor, emergent 16
Surgery, Additional mgjor, emergent 38
MISCELLANEOUS Procedures: RVUs:
Circumcision (even if performed in Nursery) 3
Oocyte Retrievad 10

Gamete Intrafallopian Tube Transfer (GIFT)/Tubal Embryo Transfer 16
ASSESSMENT/TRIAGE and OBSERVATION Services:

Hospitals should determine the most appropriate level of Assessment/Triage, the use of
Observation, and Maternal Intensive Care; then apply the most appropriate observation and/or
evaluation and management code depending on the physician order.

Services. RVUs:
Assessment/Triage Service 1

Assessment/Triage services may include, but are not limited to performing a health and physica
assessment, pregnancy history, and vital signs.

Outpatient Maternal Observation 1 per hour (15 min direct RN time per hour)

Observationisavalid clinical service. The primary purpose of observation servicesin L&D isto
determine whether the patient should be admitted as an inpatient. The service includes the use of
a hospital bed and monitoring, by the facility’s nursing or other staff, deemed reasonable and
necessary to evaluate the patient’s condition to determine whether she should be admitted.



Outpatient Maternal Observation minutes should be rounded up to the nearest full hour. This
should be interpreted to mean that 30 minutes = 0 RVUSs, 31 minutes = 1 RVU, 75 minutes = 1
RVU, etc...

Some common examples of providing observation and triage services included but not limited to
are;

1) Labor evaluation

2) Cervical ripening

3) Fetal monitoring

4) Motor Vehicle Accident

5) IV hydration

MATERNAL INTENSIVE CARE (MIC) RVUs:
Outpatient Materna Intensive Care 2 RV Us per hour (30 min direct RN time per hour)

This category is reserved for patients prior to delivery requiring on-going intensive nursing care.
This category may be charged only during the period of intensive interventions. Note: Patients
who have been admitted and require on-going intensive nursing care should be reported with the
applicable inpatient care room and board rate and not Materna Intensive Care. Examples of
disease processes with designated pharmaceutical and or nursing interventions are listed below
but the examples are not al inclusive.

Diagnoses:
Cardiac Disease

Bleeding Disorders

Disseminated Intravascular Coagulation (DIC)
Diabetes Mdlitus

Hypertensive Disorder of Pregnancy (HDP)
Preterm labor

Multisystem Disorders

Asthma

Examples of pharmaceuticals and nursing care for MIC include but are not limited to the
following:

Phar maceutical: Nursing Care:

Magnesium Sulfate Blood Transfusions

Ritodrine Nebulizer Therapy

Terbutaline (repeated SQ doses) Invasive Hemodynamic Monitoring
Aminophylline Conscious Sedation procedures
Insulin IV drip a) PUBS

Apresoline b) Fetal surgery

Heparin Sulfate c) Fetal exchange transfusion
Phenytoin Sodium (Dilantin) Ventilation Therapy

Pitocin Labor/Delivery care on another unit
Nifedipine

Labatal ol

AZT drip

IVIG Drip
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Re: Quality Based Reimbursement Initiative (QBR) and Maryland Hospital Acquired
Conditions (MHAC) Measurement Trends and Results

As Commissioner Colmers requested at the October 12, 2011 Commission meeting, this
memorandum summarizes staff’s analysis and measurement findings of the QBR and MHAC
programs as of the beginning of FY 2012.

Evaluations of two HSCRC quality payment program results show improvement and
tremendous promise. Figure 1 below illustrates how all of the clinical process of care measures
included in the QBR initiative have improved since the program was launched in 2008. In
addition, as shown in Figure 2 the number of complications included in MHAC program
declined by 20% in two years, resulting in cost savings of $105.4 million, after adjusting for
changes in patient characteristics.



Fiéure 1. Changes in QBR Measures from Calendar Year 2008 to 2010
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Specific Patient Quality Outcome and Cost Results

As stated above, analysis of trends in the clinical process of care measures that are
included in the QBR Program are promising. Figure 3 illustrates box-plots of each
measure by clinical domain-- Heart Attack (AMI), Heart Failure (HF), Pneumonia (PN)
and Surgical Care Improvement (SCIP). See Appendix A for list containing the title of
each measure. As previously illustrated in Figure 1, all measures are improved from
2008 to 2010, and most importantly, variation among hospitals decreased quite
substantially in almost all measures as well. The highest improvement occurred in PN-2
Pneumococcal Vaccination measure, which had a state-wide average of 84.2% in 2008
and increased to 92.2% in 2010. SCIP VTE-1 and SCIP VTE-2 show smaller
improvements compared to other measures; however, they were added to the program
only in FY2011. SCIP CARD-2, SCIP INF-6 were also added this year. Average
percentage point increase in the state-wide average of all measures is 2.9%.

Figure 3: Box Plots of Clinical Process of Care Measures by Year
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In the MHAC program, staff has noted improvements in patient outcomes and costs that have
been sustained based on the data from the initial two years as shown in Figure 4. The summary
of the results are as follows



e Complication rates declined by 20% in the first two years of the program.
e Of the 49 PPCs used in the MHAC program:
e 37 PPCs decreased in both years (75%);
e 3 had declines in FY2010 with an average of 16%, and small increases in
FY2011 (average increase was 6%);
e 6 PPCs increased in FY2010 (average increase was 5%) and declined in
FY2011 (average decrease was 8%); and
e 3 PPCs showed increases in both years with an average annual increase of
11%.
e Estimated total cost savings due to reductions in complication rates in the initial two
years were $105.4 million.

Figure 4: State-wide Changes in Complications Rates and Cost Savings in MHAC Program

PERCENT 2 YEAR 2 YEAR
ANNUAL RATE TOTAL TOTAL
CHANGE RATE COST

PPC NUMBER/ NAME FY2010 FY2011 | CHANGE | CHANGE
z MD TOTAL -11.95% -8.32% -20.27% | -$105,464,576
13 | Other Cardiac Complications -26.61% -18.73% -45.34% -$364,816

Infection, Inflammation & Clotting
53 | Complications of Peripheral Vascular

Catheters & Infusions -27.74% -15.80% -43.54% -$2,127,790
15 Peripheral Vascular Complications Except

Venous Thrombosis -20.79% -22.58% -43.37% -$1,402,442
35 | Septicemia & Severe Infections -20.97% -20.53% -41.50% -$16,564,123
22 | Urinary Tract Infection -27.40% -12.30% -39.70% -$17,254,363
38 Post-Operative Wound Infection & Deep

Wound Disruption with Procedure -6.46% -32.15% -38.61% -$448,209
36 | Acute Mental Health Changes -23.57% -12.11% -35.68% -$258,851
10 | Congestive Heart Failure -15.40% -20.13% -35.53% -$2,636,381
44 | Other Surgical Complication - Moderate -18.44% -16.96% -35.40% -$1,600,777
54 Infections due to Central Venous

Catheters -20.97% -12.84% -33.81% -$2,664,024
34 | Moderate Infectious -13.73% | -18.43% -32.16% -$1,626,652
23 | GU Complications Except UTI -10.96% | -20.63% -31.59% -$468,867
28 | In-Hospital Trauma and Fractures -8.67% -19.06% -27.73% -$266,330
31 | Decubitus Ulcer -25.06% -0.84% -25.90% -$5,554,086
11 | Acute Myocardial Infarction -14.67% | -10.93% -25.60% -$2,332,141

Post-Operative Hemorrhage & Hematoma
40 | without Hemorrhage Control Procedure

or 1&D Proc -11.30% -13.64% -24.94% -$4,154,100

Major Gastrointestinal Complications
17 | without Transfusion or Significant

Bleeding -23.79% -1.13% -24.92% -$2,641,854
5 Pneumonia & Other Lung Infections -12.62% -10.73% -23.35% -$10,286,330
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PERCENT 2 YEAR 2 YEAR
ANNUAL RATE TOTAL TOTAL
CHANGE RATE COST

PPC NUMBER/ NAME FY2010 FY2011 | CHANGE | CHANGE
33 | Cellulitis -18.82% -3.70% -22.52% -$798,443

Inflammation & Other Complications of
52 | Devices, Implants or Grafts Except

Vascular Infection -12.00% -9.87% -21.87% -$1,956,314
25 | Renal Failure with Dialysis -3.16% -17.72% -20.88% -$461,888
4 Accidental Puncture/Laceration During

Invasive Procedure -16.22% -4.49% -20.71% -$1,254,462
2 | Extreme CNS Complications -10.53% -9.90% -20.43% -$968,065
16 | Venous Thrombosis -19.63% 0.69% -18.94% -$2,414,286
37 Post-Operative Infection & Deep Wound

Disruption Without Procedure -5.88% -11.67% -17.55% -$992,140
14 | Ventricular Fibrillation/Cardiac Arrest -13.96% 3.51% -17.47% -$5,566,386
3 Acute Pulmonary Edema and Respiratory

Failure without Ventilation -5.25% -10.08% -15.33% -$4,739,899
8 Other Pulmonary Complications 9.939% -4.97% -14.90% -$1,466,468
50 Mechanical Complication of Device,

Implant & Graft -4.03% -10.10% -14.13% -$780,030
51 | Gastrointestinal Ostomy Complications -5.40% -7.06% -12.46% -$484,861
47 | Encephalopathy -11.78% -0.58% -12.36% | -$1,543,462
9 | Shock 1.21% -13.48% -12.27% -$3,654,322
4 Acute Pulmonary Edema and Respiratory

Failure with Ventilation -3.27% -8.42% -11.69% -$2,231,164
7 | Pulmonary Embolism -14.20% 2.61% -11.59% -$357,218
27 Post-Hemorrhagic & Other Acute Anemia

with Transfusion 2.12% -9.00% -11.12% -$608,184
6 | Aspiration Pneumonia -6.74% -2.48% -9.22% -$2,052,555
19 | Major Liver Complications -5.37% -3.17% -8.54% -$338,033
24 | Renal Failure without Dialysis 3.68% -2.04% -5.72% -$1,905,890
12 Cardiac Arrythmias & Conduction

Disturbances -3.97% -0.15% -4.12% -$44,424
43 Accidental Cut or Hemorrhage During

Other Medical Care 6.03% -10.14% -4.11% $29,824
1 Stroke & Intracranial Hemorrhage -1.47% -2.09% -3.56% -$250,565
18 Major Gastrointestinal Complications

with Transfusion or Significant Bleeding 6.88% -9.65% -2.77% -$156,734

Other Gastrointestinal Complications
20 | without Transfusion or Significant

Bleeding 2.00% -4.25% -2.25% $107,935
26 | Diabetic Ketoacidosis & Coma 3.69% -4.86% 1.17% $35,470
48 | Other Complications of Medical Care -12.98% 13.97% 0.99% -$216,874

Post-Operative Hemorrhage & Hematoma
41 | with Hemorrhage Control Procedure or

1&D Proc 0.71% 2.33% 3.04% $134,742
49 | Iatrogenic Pneumothrax 11.69% -8.10% 3.59% $83,125
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PERCENT 2 YEAR 2 YEAR
ANNUAL RATE TOTAL TOTAL
CHANGE RATE COST
PPC NUMBER/ NAME FY2010 FY2011 | CHANGE CHANGE
56 | Obstetrical Hemorrhage with Transfusion 4.68% 7.84% 12.52% $189,077
39 | Reopening Surgical Site 46.51% 6.98% 53.49% $1,850,051

Note: Changes are adjusted for differences in patient mix over the years. The average cost of
each PPC may differ in FY2010 and FY2011, resulting in cost increases despite reductions in
rates or vice versa in some cases.

Ongoing Data Monitoring, Program Evaluation and Provider Feedback Efforts

In addition to the quantitative data analysis HSCRC staff conducts, staff also undertakes several
efforts and activities to ensure and validate the clinical and administrative data accuracy that
serves as the basis for the QBR and MHAC initiatives, as well as to evaluate and update the
program currency and relevancy. HSCRC also takes steps each year to provide timely data to
hospitals which are useful and actionable in enhancing their quality improvement work.
Examples of these activities are outlined below.

HSCRC staff relies on the MHCC oversight of ongoing audit and validation activities for
the chart abstracted core process measures to ensure their validity and reliability.
HSCRC has established Present On Admission (POA) coding data thresholds for data
accuracy and requires hospital data submissions to fit within the established thresholds,
e.g., coding all diagnosis codes as POA is not permitted.

We evaluate on an ongoing basis the accuracy of coding, especially POA, through
hospital level screening tools (Michael Pine) and targeted chart reviews (Ingenix routine
Audit) and audit false negative as well as false positive MHAC:s.

HSCRC provides quarterly reports to each hospital with their total count of each PPC,
ranking in the State, and case level information.

Within the last year, HSCRC has contacted two hospitals with the highest complication
rates and provided more detailed analysis to help them understand the data.

Within the last year, another high complication rate hospital contacted us and provided
information voluntarily about their efforts to reduce complications.

We also intend to continue to contact high rate hospitals of concern on an ongoing basis,
and revise the routine data reports to make them more useful.

We have provided our analysis to State Health Department Office of Health Care
Quality which augments the information they receive. This analysis helps the Office
target the areas in their hospital quality reviews.

Regarding public reporting, we published FY2010 rankings on our website in a more
user-friendly format, which attracted some attention from the media and others.
HSCRC updates the list of PPCs included in the MHAC program every two years based
on the statistical significance of additional cost estimates for each PPC using a regression
analysis.

Summary

As staff has reported to the Commission, the above analysis has been shared with the Centers
for Medicare and Medicaid Services and HHS Secretary Sebelius as part of our request for a
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Maryland exemption from the federal inpatient Value Based Purchasing Program. Staff
anticipates that the request will be granted based on the information submitted.



Appendix A
QBR Measures Used for FY 2012

Clinical Process of Care Measures

AMI-1 Aspirin at Arrival

AMI-2 Aspirin prescribed at discharge

AMI-3 ACEI or ARB for LVSD

AMI-4 Adult smoking cessation advice/counseling

AMI-5 Beta blocker prescribed at discharge

HF-1 Discharge instructions

HF-2 Left ventricular systolic function (LVSF) assessment

HF-3 ACEI or ARB for LVSD

HF-4 Adult smoking cessation advice/counseling

PN-2 Pneumococcal vaccination

PN-3b Blood culture before first antibiotic — Pneumonia

PN-4 Adult smoking cessation advice/counseling

PN-6 Initial Antibiotic Selection for CAP in Immunocompetent Patient

PN-7 Influenza vaccination

SCIP CARD 2 Surgery Patients on Beta-Blocker Therapy Prior to Admission Who Received a Beta-Blocker
During the Perioperative Period

SCIP INF 1- Antibiotic given within 1 hour prior to surgical incision

SCIP INF 2- Antibiotic selection

SCIP INF 3- Antibiotic discontinuance within appropriate time period postoperatively

SCIP INF 6- Surgery Patients with Appropriate Hair Removal

SCIP VTE 1- Surgery Patients with Recommended Venous Thromboembolism Prophylaxis Ordered

SCIP VTE 2 - Surgery Patients with Recommended Venous Thromboembolism Prophylaxis Given 24 hours
prior and after surgery

Hospital Consumer Assessment of Healthcare Providers and Systems (HCAHPS)

Cleanliness and Quietness of Hospital Environment

Communication About Medicines (Q16-Q17)

Communication With Doctors (Q5-Q7)

Communication With Nurses (Q1-Q3)

Discharge Information (Q19-Q20)

Overall Rating of this Hospital

Pain Management (Q13-Q14)

Responsiveness of Hospital Staff (Q4,Q11)
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Thursday before the Commission meeting at the Commission’s website.
http://www.hscrc.state.md.us/CommissionMeetingSchedule.cfm

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

Toll Free 1-877-4AMD-DHMH - TTY for the Disabled Maryland Relay Service 1-800-735-2258
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