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Introduction

On May 1, 2012, Maryland General Hospital ("MGH," or the "Hospital™) filed a partial rate
application with the Maryland Health Services Cost Review Commission (HSCRC) requesting the
establishment of three new rates for Chronic Care (CHR), Respiratory Dependent Care (RDS), and
Recreational Therapy (REC) to be effective July 1, 2012.

MGH, James Lawrence Kernan Hospital ("Kernan"), and University Specialty Hospital
("USH™) are members of the University of Maryland Medical System ("UMMS"). USH currently has
180 licensed Chronic Care beds . UMMS has decided to relocate 80 of these beds to MGH; relocate
24 of these beds to Kernan; and de-license the remaining 76 chronic care beds. This would
effectively end inpatient services at USH on July 11, 2012. Kernan already has a Chronic Care rate;
therefore, no additional rates are required at Kernan. However, MGH does not have rates for the
requested three centers.

Staff Evaluation and Recommendation

The Hospital has requested approval of rates that would be equal to the January 1, 2012
statewide median for these rate centers plus approved inflation for FY 2013. The Hospital has
assumed inflation would be -1% for these inpatient revenue centers.

The Hospital is requesting a rate of $792.74 per day for CHR, $791.93 per day for RDS, and
$81.90 per Relative Value Unit (RVU) for REC. The current rates at USH are $485.22 per day for
CHR, $610.02 per day for RDS, and $82.73 per RVU for REC. At the requested rates, MGH would
generate approximately $5.3 million more than USH is currently generating. Under Commission
policy, a hospital receives the lesser of its estimated cost or the statewide median rate. Therefore,

staff reviewed the cost reported by USH for FY 2011 (the last year for which a cost report was filed.)



This produced a rate of $459.54 for CHR, $1,003.69 for RDS, and $302.91 for REC. A further
review of the FY 2011 cost report revealed that certain costs were misclassified. After correcting the
misclassified cost and adjusting for the proper FY 2013 Update Factors, the staff recommends the
following rates at MGH effective July 11, 2012; provided the Hospital receives the necessary

approval from the Maryland Health Care Commission for the relocation of the beds:

Approved Rate Units of Service Approved Revenue
Chronic Care $478.10 14,164 $6,771,852
Respiratory Dependent  $1,002.23 5,209 $5,220,630
Recreational Therapy $84.02 582 $48,902

These rates represent the lesser of the requested rates or the rates based on USH's realigned
rates after correcting for misclassified cost. Since these cases are not included under the
Commission's Charge Per Episode Agreement ("CPE") with MGH, no further adjustment is necessary

at this time.
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l. INTRODUCTION
Johns Hopkins Health System (“System”) filed an application with the HSCRC on

May 30, 2012 on behalf of Johns Hopkins Hospital and Johns Hopkins Bayview Medical
Center (the Hospitals) for an alternative method of rate determination, pursuant to
COMAR 10.37.10.06. The System requests approval from the HSCRC to continue to
participate in a global rate arrangement for solid organ and bone marrow transplants
services with INTERLINK Health Services, Inc. The System requests approval for a
period of one year beginning July 1, 2012.
II. OVERVIEW OF APPLICATION

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

financial transactions related to the global price contract including payments to the

Hospitals and bear all risk relating to regulated services associated with the contract.
[ll. EEE DEVELOPMENT
The hospital portion of the global rates was developed by calculating mean

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

V. IDENTIFICATION AND ASSESSMENT OF RISK
The Hospitals will continue to submit bills to JHHC for all contracted and covered

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

V. STAFF EVALUATION




Although there has been no activity under this arrangement, staff believes that the
Hospitals can achieve a favorable experience under this arrangement.
VI. STAFF RECOMMENDATION

The staff recommends that the Commission 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 July 1, 2012. The Hospitals will need to file a renewal application
for review to be considered for continued participation. Consistent with its policy paper regarding
applications for alternative methods of rate determination, the staff recommends that this
approval be contingent upon the execution of the standard Memorandum of Understanding
("MOU") with the Hospitals for the approved contract. This document would formalize the
understanding between the Commission and the Hospitals, and would include provisions for
such things as payments of HSCRC-approved rates, treatment of losses that may be attributed
to the contract, quarterly and annual reporting, confidentiality of data submitted, penalties for
noncompliance, project termination and/or alteration, on-going monitoring, and other issues
specific to the proposed contract. The MOU will also stipulate that operating losses under the

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

OnJune 12, 2012, Calvert Memorial Hospital (the “Hospital”) submitted a partial rate application
to the Commission for a rate for Magnetic Resonance Imaging (MRI) services to be provided to both
inpatients and outpatients. This new rate will replace the Hospital’s currently rebundled MRI rate. A
rebundled rate is approved by the Commission when a hospital provides certain non-physician
services to inpatients through a third-party contractor off-site. By approving a rebundled rate, the
Commission makes is possible for a hospital to bill inpatients for the services provided off-site, as
required by Medicare. However, as of July 1, 2012, the Hospital will be providing MRI on-site to
both inpatients and outpatients. The Hospital requests that the rate be set at the lower of a rate based
on its projected costs to provide MRI services or the statewide median rate and be effective July 1,
2012.

Staff Evaluation

To determine if the Hospital’s MRI rate should be set at the state wide median or at a rate based
on its own costs, Staff requested that the Hospital submit its cost and statistical data for MRI services.
Based on information received, Staff determined that the MRI rate based on the Hospital’s cost data
would be $36.45 per RVU, while the statewide median rate for MRI services is $42.25 per RVU.

Recommendation

After reviewing the Hospital’s application, the staff recommends as follows:
1. That COMAR 10.37.10.07 requiring that rate applications be filed 60 days before the opening
of a new service be waived;
2. That an MRI rate of $36.45 per RVU be approved effective July 1, 2012;
3. That the MRI rate not be rate realigned until a full year’s cost experience data have been

reported to the Commission.
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l. INTRODUCTION
University of Maryland Medical Center (the Hospital) filed an application with the

HSCRC on June 12, 2012 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 one year with Cigna Health Corporation beginning July 1, 2012.
. 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.
[ll. EEE 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: 1) waive the requirement that an

application be filed 30 days prior to the effective date of an alternative rate determination
arrangement; and 2) 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, 2012. 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,
guarterly 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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l. INTRODUCTION
University of Maryland Medical Center (UMMC, or “the Hospital) filed a renewal

application with the HSCRC on June 12, 2012 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 the collection of
peripheral blood stem cells from donors for a period of one year with the National Marrow
Donor Program (NMDP) beginning July 1, 2012.
. 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, will continue to use UMMC as a collection site for Department of Defense
donors. The contract will continue to be held and administered by University Physicians,
Inc. (UPI), which is a subsidiary of the University of Maryland Medical System. UPI will
continue to manage all financial transactions related to the contract including payments to
the Hospital and bear all risk relating to services associated with the contract.
[ll. EEE 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.

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 reviewed the experience for the last year under this arrangement and

found that it was 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; and 2) approve the Hospital's application for an alternative
method of rate determination for the collection of peripheral stem cells for one year
commencing July 1, 2012. The Hospital will need to file another 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

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

Johns Hopkins Health System (the “System”) filed an application with the
HSCRC on June 14, 2012 on behalf of Johns Hopkins Hospital and Johns Hopkins
Bayview Medical Center (the Hospitals) for an alternative method of rate determination,
pursuant to COMAR 0.37.10.06. The System requests approval from the HSCRC to

continue to participate in a global rate arrangement for solid organ and bone marrow
transplant services with MultiPlan, Inc. for a period of one year beginning July 1, 2012.
lIl.  OVERVIEW OF APPLICATION

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

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.
lll. EEE DEVELOPMENT

The hospital portion of the new global rates was developed by calculating mean

historical charges for patients receiving solid organ and bone marrow transplant services
at the Hospitals. 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. IDENTIEICATION AND ASSESSMENT OF RISK

The Hospitals will continue to submit bills to JHHC for all contracted and covered

services. JHHC will continue to be responsible for billing the payer, collecting payments,
disbursing payments to the Hospitals at their full HSCRC approved rates, and
reimbursing the physicians. The System contends that the arrangement among JHHC,
the Hospitals, and the physicians holds the Hospitals harmless from any shortfalls in
payment from the global price contract. JHHC maintains it has been active in similar
types of fixed fee contracts for several years, and that JHHC is adequately capitalized to
bear the risk of potential losses.
V. STAFEF EVALUATION

Although there has been no activity under this arrangement, staff continues to

believe that the Hospitals 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; 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 July 1,
2012. The Hospitals will need to file a renewal application for review to be considered for
continued participation. Consistent with its policy paper regarding applications for
alternative methods of rate determination, the staff recommends that this approval be
contingent upon the execution of the standard Memorandum of Understanding ("MOU")
with the Hospitals for the approved contract. This document would formalize the
understanding between the Commission and the Hospitals, and would include provisions
for such things as payments of HSCRC-approved rates, treatment of losses that may be
attributed to the contract, quarterly and annual reporting, confidentiality of data submitted,
penalties for noncompliance, project termination and/or alteration, on-going monitoring,
and other issues specific to the proposed contract. The MOU will also stipulate that
operating losses under the contract cannot be used to justify future requests for rate

increases.
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Averted Bad Debt: Options for FY 2011 Reconciliation and Policies for FY 2012 and Beyond
June 6, 2012

Purpose

This paper provides recommendations related to the reconciliation of averted bad debt estimates
to actual for FY 2011. This recommendation also proposes policies related to reconciling the
Medicaid expansion uniform assessment in FY 2012 and beyond.

HSCRC staff has engaged Maryland Medicaid, hospital, and payer representatives to discuss
averted bad debt reconciliation. Our process has included discussions with the individual parties,
provision of hospital discharge data and uncompensated care to Medicaid, review of information
provided by Maryland Medicaid, and the facilitation of in-person meetings among the interested
parties.

FY 2011

Similar to FY 2010, the amount of “actual™ averted bad debt in FY 2011 is less than the amount
paid by hospitals to Maryland Medicaid. Based on the reconciliation assumptions discussed later
in this paper, the final averted bad debt reconciliation amount is $18.1 million.

In determining this final averted bad debt reconciliation amount for FY 2011, HSCRC staff
recommends:

1. Projecting the final claims run-out amount for June 2012 based on the charges in May
2012,

2. Retaining the crowd out rate used in the FY 2010 settlements at 18.22 percent; reducing
the lower use rate adjustment factor to 9 percent, and

3. Reducing the future assessment payments to the Department by $18.1 million.

FY 2012

Before FY 2012, Maryland Medicaid and the HSCRC calculated the amount of averted bad debt
to be built into rates based on expected amounts of program expenditures for the upcoming fiscal
year. As the program reached a near steady-state, changes to State statute implemented for FY
2012 rates locked the amount of revenue allocated for the Medicaid expansion at uniform
assessment of 1.25 percent of projected regulated net patient revenue for each hospital.* With a
fixed percentage built into rates, policy no longer requires HSCRC staff to reconcile expected to
actual averted bad debt between the hospitals and Maryland Medicaid. However, the Maryland
Hospital Association (MHA) and hospital representatives have expressed interest in continuing
the claim-specific reconciliation for use in calculating the HSCRC’s uncompensated care
provision in FY 2012.

Recent Commission Actions

The most recent Commission action regarding averted bad debt was on October 12, 2011
involving the reconciliation of averted bad debt estimates to actual for FY 2010.

! Health - General Article 19-214(d)(2)(i)



Averted Bad Debt: Options for FY 2011 Reconciliation and Policies for FY 2012 and Beyond
June 6, 2012

Background

In 2007, the General Assembly enacted Chapter 7 of the Laws of Maryland, The Working
Families and Small Business Health Coverage Act (The 2007 Act), which expands access to
health care in a number of ways, including expanding Medicaid eligibility to parents and
caretaker relatives with household income up to 116 percent of the federal poverty guidelines
(FPG), an increase from 46 percent FPG, beginning in FY 2009. A component of the 2007 Act
also provided for Board of Public Works actions in July 2009 to add emergency services to
Medicaid's Primary Adult Care (PAC) program, a program that provides a limited benefit
package of health services to non-parental adults. Special funds, including savings from averted
uncompensated care, cover a portion of the costs of these expansions.

FY 2011 Reconciliation

Determination of the Averted Bad Debt Assessment Amount in FY 2011

When establishing the FY 2011 hospital rates, HSCRC staff worked with Maryland Medicaid
staff to arrive at a total amount of bad debt that was expected to be averted during the upcoming
fiscal year as a result of the Medicaid expansion. Maryland Medicaid provided HSCRC staff
with expected enrollment, per member/per month costs, and total expenditures. Commission staff
then adjusted the expected total Medicaid expansion expenditure amount to reflect out-of-state
admissions, the estimated percentage of Medicaid expansion expenditures that would accrue to
hospitals (as opposed to other providers or service components), the crowd-out rate, and the
lower use rate.

The product of this calculation resulted in a total amount that HSCRC staff differentially
removed from the uncompensated care amounts across all hospitals for FY 2011. The amount
removed for each hospital is based on the proportion of Medicaid's expenditures for this type of
population at each hospital.

Since State statute requires the assessment to be uniform and broad-based, the Commission
added back to the rates of all hospitals an equal percentage that represents the total estimated
averted bad debt amount. Any portion that is not added back to rates will reduce rates over all,
resulting in savings to purchasers/payers of hospital care. For FY 2011, HSCRC staff
calculations built in no savings to purchasers/payers of care in the uniform assessment. Table 1
illustrates the calculations used for establishing the expected averted bad debt and assessment
amount for Medicaid and PAC for FY 2011.



Averted Bad Debt: Options for FY 2011 Reconciliation and Policies for FY 2012 and Beyond
June 6, 2012

Table 1: Medicaid Expansion FY 2011 Expected Averted Bad Debt Calculations
(In Millions)

Calculation of Estimated Reduction to Hospital Uncompensated Care

Medicaid PAC

DHMH Estimated Expansion Expenditures $457.6 $25.2
Payments Made Inside of Maryland (Medicaid -6%, PAC 0%) $430.2 $25.2
Hospital Gross Charges (Medicaid pays 94% of Charges) $457.6 $26.8

Percent Paid to Maryland Hospitals (Medicaid 47.61%, PAC 100%) $217.8 $26.8

Medicaid Less: Crowd Out (-28%) and Lower Use Rate (-18%)
: - -$89.2 $0
PAC: No Assumptions

Hospital Rates Estimated Reduction for Uncompensated Care* $128.6 $26.8

Calculation of Payment Made to DHMH

Medicaid & PAC

Estimated Reduction to Hospital Rates for Uncompensated Care $155.4
Savings Provided to Payer (0%) $0
Amount Paid to Medicaid (94%)** $146.1

Notes: Numbers in table may not sum due to rounding

* A portion of this amount was allocated to each hospital based on the percentage of current Medicaid
payments made to the hospital for this type of population. The allocated amount for each hospital was used
to calculate a percent of revenue which was then used to reduce each hospital's approved UCC. The reduced
UCC was used in each hospital's calculation of approved markup, and Approved Revenue was reduced
accordingly.

** A portion of this amount was uniformly allocated to each hospital based on its estimated Approved Revenue
for FY 2011. Each hospital made monthly payments to DHMH throughout the year.

*** HSCRC staff calculated the FY 2011 uniform assessment prior to decisions made in October 2011 to alter

the crowd out rate assumption from 28% to 18%.

Determining the Total Charges for Medicaid Expansion Population in FY 2011

The reconciliation process is designed to determine the amount that hospitals actually received in
payments for the Medicaid expansion population and PAC emergency department service
coverage expansion and to calculate the resulting reduction to UCC from these programs.
HSCRC staff compares this UCC reduction to the amount that the HSCRC prospectively
removed from the UCC component of each hospital's rate to determine any discrepancies
between the estimated and actual amounts.

Ideally, HSCRC staff could rapidly ascertain the actual payments for the Medicaid expansion
population using one data source. Unfortunately, no one data source provides all information
needed for this calculation. Instead, Maryland Medicaid, HSCRC, and hospital staff worked
together in an iterative process to supply, compare, and merge data from three major sources.
This merging process has proven challenging for all involved.

Due to the timeline to produce rate orders for FY 2013, the timing of this recommendation did
not allow HSCRC staff to collect and include data from June 2012 in our final reconciliation
calculations. Interested parties discussed the most effective and efficient way to consider the
June charges; and, based on these discussions, HSCRC staff recommends using actual claims



Averted Bad Debt: Options for FY 2011 Reconciliation and Policies for FY 2012 and Beyond
June 6, 2012

from May 2012 to project June 2012 charges. We have included HSCRC staff’s projected
charges of $1.8 million for June 2012 for Medicaid and PAC throughout this paper.

Applying Crowd Out and Lower Use Rates to Determine Actual Averted Bad Debt in FY 2011

HSCRC staff calculates the actual averted bad debt by applying the crowd out and lower use rate
estimates to the expansion population charges from FY 2011. Note that for purposes of this
recommendation, we refer to this amount as the “actual” reduction to UCC resulting from the
Medicaid expansion. In practice, however, there is a continued amount of estimation involved in
the calculation as the crowd-out and lower use rates applied to the total charges are themselves
estimates.

Based on our meetings with interested parties, HSCRC staff continued to employ the 18.22
percent crowd out rate agreed upon during the FY 2010 averted bad debt reconciliation.

Maryland Medicaid staff has also discussed the lower use rate with the interested parties. In
calculating the estimated reduction to hospital uncompensated care, HSCRC employed a lower
use rate of 18 percent. Maryland Medicaid staff advocated eliminating the lower use rate
adjustment factor based on an observation that individuals enrolling in the Medicaid expansion
eligibility category no longer enter Medicaid with pent up demand. While Medicaid staff did
provide data on Medicaid population usage for interested parties to review, HSCRC staff could
not disaggregate year-over-year changes observed in the Medicaid expansion population use
rates with trends observed in the all-payer population.

However, based on discussion with interested parties, HSCRC staff recommends employing a
lower user rate of 9 percent to calculate actual averted bad debt. We use the 9 percent lower use
rate adjustment factor in calculations throughout this paper.

Calculation of Overpayments/Underpayments to Maryland Medicaid for FY 2011

Assuming a run-out of $1.8 million, HSCRC staff finds total Medicaid charges in FY 2011 at
$144.5. Appling the crowd out rate (18.22 percent) and lower use rate (9 percent), HSCRC staff
calculates the actual reduction to bad debt as $107.6 million. For PAC, the FY 2011 charges are
$28.7 million. HSCRC staff applies no crowd out or lower use rate assumptions to PAC. As
shown in Table 4, the net aggregate difference in what was paid by hospitals to Maryland
Medicaid in the form of a uniform assessment, and the amount paid by Maryland Medicaid to
hospitals for this population is $18.1 million.
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Table 4: Medicaid Expansion FY 2011 Reconciliation of Actual Averted Bad Debt
(In Millions)

Calculation of Actual Averted Bad Debt

Medicaid | PAC

Reduction to Hospital Rates for Uncompensated Care $158.3

Total Hospital Charges to the Expansion $1445 | $28.7
Medicaid Less: Cr_owd Out (-18.22%) and Lower Use Rate (-9%) $43.4 $0
PAC: No Assumptions

Actual Reduction to Uncompensated Care Due to Expansion $107.6 $28.7

Calculation of Overpayment/Underpayment to DHMH

Medicaid & PAC

Actual Reduction to Uncompensated Care Due to Expansion $136.2
Amount Paid by Medicaid to Hospitals (94%) $128.0
Amount Paid to Medicaid by Hospitals $146.1
Difference $18.1

Notes: Numbers in table may not sum due to rounding

Options for FY 2011 Reconciliation

Based on the hospital claims reconciliations, HSCRC staff calculated a $18.1 million difference
in the FY 2011 actual and assessment amounts associated with averted bad debt for Medicaid
and PAC. HSCRC staff recommends reducing future assessment payments to the Department by
$18.1 million.

Averted Bad Debt Policy for FY 2012 and Beyond

As discussed in the background section of this recommendation, HSCRC now applies a fixed
uniform assessment of 1.25 percent in hospital rates. In FY 2012 and beyond, policy no longer
requires reconciliation between Maryland Medicaid and hospitals.

However, HSCRC staff has discussed with interested parties options to settle averted bad debt
for use in the UCC calculations in FY 2012 through FY 2014.

MHA and hospital representatives have expressed interest in continuing the claim-specific
reconciliation process at least in FY 2012. HSCRC staff will facilitate sending claims from the
Department to hospitals to perform the charges reconciliation. In the spring of 2013, HSCRC
will apply a run out projection to unreconciled months (likely April, May, and June 2013) and
apply the crowd out and lower use rate adjustment factors of 18.22 percent and 9 percent,
respectively, to calculate the amount of averted bad debt for FY 2012. At that time, HSCRC staff
and MHA will determine if a claim-specific reconciliation is necessary in future years.

Averted Bad Debt Reconciliation Recommendations

For FY 2011, HSCRC staff recommends the Commission settle averted bad debt by:

e Projecting charges for June 2012 using claims from May 2012,
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e Changing the lower use rate to 9 percent, and
Reducing hospital’s future assessment payments to the Department by $18.1 million.

[ ]
For FY 2012, HSCRC staff recommends the Commission:
Facilitate dissemination of Medicaid expansion claims from the Department to hospitals

and
Apply the crowd out rate and lower use rate used in FY 2011 to calculate actual averted

bad debt.



Final Report on Nurse Support Program | (NSP 1) Activities for
FY 2007 - FY 2012 and Recommendations for Program Renewal

Health Services Cost Review Commission
4160 Patterson Avenue
Baltimore, MD 21215
410-764-2605

July 11, 2012

These final recommendations are for Commission decision at the July 11, 2012 Public Commission Meeting.



Final Report on Nurse Support Program | (NSP 1) Activities for FY 2007 - FY 2012 and
Recommendations for Program Renewal
July 11, 2012

Purpose

This recommendation summarizes the activities of the Nurse Support Program | during the last 5
year cycle (FY 2007-FY 2012), and recommends renewal of the program for an additional 5 year
cycle, with some program modifications.

Background

In 1986, the HSCRC initiated nurse education support through the collaborative efforts of hospitals,
payers, and nursing representatives in response to a growing nursing shortage in Maryland.
Originally, the Nurse Education Support Program (NESP) focused on supporting college and
hospital-based training of Registered Nurses (RNs) and Licensed Practical Nurses (LPNs). Over the
years, the NESP expanded to encourage new and innovative approaches to address the challenges
and demands facing the nursing profession. HSCRC allocated approximately $7 million in hospital
rates to thirty-seven hospitals that participated in the NESP from 1986 through 1995 when the
program concluded.

As the economic situation in the US improved during the late 1990s-early 2000, another nursing
shortage emerged. In 200I, the U.S. General Accounting Office conducted a study regarding the
state of the nursing workforce in response to a congressional inquiry. Results indicated that
although national data were not adequate to describe the nature and extent of the potential nurse
shortage, there was compelling evidence (declines in the RN unemployment rate and the RNs per
capita) that suggests that the nursing shortage was a real phenomenon and that it would continue to
grow. According to data from the National Sample Survey of Registered Nurses, there was a 2
percent decline nationally in the number of employed nurses per 100,000 people between 1996 and
2000. The study also listed multiple obstacles to increasing the supply of nurses including, an aging
workforce, declines in younger nurses entering the field, a general dissatisfaction with the nursing
environment (particularly staffing levels), concerns with quality of patient care, and lack of
administrative support.

Although there was a slight (1.7 percent) increase in the number of employed RNs for the same
time period in Maryland, the nursing workforce was experiencing similar dissatisfaction, according
to a survey conducted by the Maryland Commission on the Crisis in Nursing in 2001.% In an effort
to sustain and improve the number of bedside nurses in Maryland, the HSCRC initiated a new five—
year, hospital-based, non-competitive grant program in 2000. The primary focus of Nurse Support
Program I (NSP I) was increasing the number of bedside nurses in Maryland through retention and
recruitment initiatives. Hospitals submitted proposals to the HSCRC for three- to five-year projects
that ranged from nursing educational scholarships for their employees to high school outreach. A
multi-stakeholder Evaluation Committee, comprised of nurse experts, reviewed the proposals and
made recommendations to the Commission for funding. Funding was distributed through an
increase in each hospital’s rates equal to 0.1 percent of their regulated gross patient revenue from
the prior year. Almost all Maryland acute care hospitals participated in NSP | from 2001-2006,
receiving almost $36 million in rates.

! United States General Accounting Office, Nursing Workforce: Emerging Nurse Shortages Due to Multiple Factors (GAO-01-944, July 2001)
2 Workplace Survey 2001. Maryland Commission on the Crisis in Nursing. Maryland Board of Nursing, Workplace Issues Subcommittee.

2



Final Report on Nurse Support Program | (NSP 1) Activities for FY 2007 - FY 2012 and
Recommendations for Program Renewal
July 11, 2012

2007 Evaluation and Recommendation to the Commission

In 2005, HSCRC staff conducted an evaluation of the NSP | program, in part, because of difficulties
in demonstrating program outcomes and accountability, unclear guidelines for eligible program
activities, and a need to define the scope of the NSP | considering the initiation of the NSP Il
program in FY 2006. The Commission established the following NSP | evaluation goals:

e Clarify the categories of programs eligible for funding

e Fund projects deemed most valuable by nursing experts

o Simplify the application and reporting process, and

e Increase accountability through standardized program outcome and financial reporting

With the assistance of hospital industry, NSP | coordinators, nurse executives and educators, the
Board of Nursing, and HSCRC leadership, HSCRC re-evaluated the NSP | program. HSCRC staff
also contracted with a nurse researcher with nationally recognized expertise on the nursing shortage
to provide consultation in program review and evaluation, and assistance with development of a
standardized, objective reporting format. Upon completion of the evaluation, HSCRC staff
recommended to the Commission the following modifications to the NSP | program:

1. Redefine categories of initiatives eligible for funding and establish categories that are
ineligible for funding

2. Revise the Request for Applications process for grant funding to a simplified application
process

Revise the review and evaluation process for initiative approvals and renewals
4. 0Ongoing review of the funding mechanism; and

Standardize quantitative annual reports to include uniform financial and annual data
reporting requirements

The Commission approved program modifications and renewed funding for another five-year cycle
from FY 2008 to FY 2012.

Implementation of the Modified NSP | Program
Application Process

In the spring of 2007, hospitals submitted proposals in response to an HSCRC-issued Request for
Applications (RFASs) that incorporated areas recommended by nurse experts as being most valuable
in improving nurse retention and the supply of bedside nurses. HSCRC staff encouraged hospitals to
propose programs that included one or more of the following broad categories:

e Educational Attainment: This category includes all initiatives involving improved
educational qualifications for nurses (RNs and LPNSs) as well as initiatives to produce
more nurses. Examples include: tuition, stipends, or release time for pursuit of additional
education or qualification; software and hardware specifically dedicated for use in
nursing education would be considered on an individual basis.
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Nurse Retention and Recruitment: This category applies to all initiatives involving
retention of nurses. Examples include: mentoring, internships, residencies, and other
support for new graduates and new hires, as well as, all initiatives involving recruitment
including nurse shadowing programs, externships, and summer employment for
prospective nursing students.

Improved Nurse Practice Environment: This category applies to all initiatives to
improve nurse practice environment including working on or achieving Magnet Status,
joint governance, and other initiatives to improve nurse practice environment.

For those healthcare organizations that did not plan to work toward achieving Magnet
Status, projects related to the components of Magnet Status, or “Forces of Magnetism,”
such as implementation of professional standards of nursing practice, a nursing quality
indicator program, or applied nursing research. Other examples include: programs to
develop new approaches to staffing, scheduling, and allocation of patient care resources.

Other Creative Initiatives Proposals: This category aims to increase the number of
bedside nurses will be considered provided that the goals and objectives are clearly
defined, evaluation metrics are identified, and budget requests fall within the defined
NSP | parameters. These initiatives might include projects that require outside expertise
that could be shared, such as the Project LINC (Ladders in Nursing Careers) and the
Nurse Managers Leadership Institute, previously funded in part by NSP 1.

An independent NSP | Evaluation Committee, comprised of representatives from HSCRC staff,
hospital nursing leadership, payers, nursing recruiters, the Maryland Hospital Association, the
Maryland Higher Education Commission, and human resources professionals reviewed the
applications that met the minimum requirements outlined in the application form. The Evaluation
Committee recommended 43 hospitals for funding for FY 2008, and the Commission approved the
recommendation.

Revisions to the Annual Reports

HSCRC required hospitals to submit a standardized annual report and budget form at the end of
each fiscal year. HSCRC staff expanded the annual report to include metrics that addressed the
varied programs the hospitals proposed. HSCRC staff also developed a standardized budget form to
assist in tracking how hospitals expended NSP | funds. HSCRC staff required hospitals to submit a
proposed budget form at the beginning of the fiscal year. At the end of the fiscal year, hospitals
reported their actual expenditures. HSCRC staff reduced the following year's budget request by the
amount of the unspent funds in the prior year.
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NSP | Achievements

The primary goal of the NSP | Program is to increase the number of bedside nurses in Maryland
through retention and recruitment. Over the last 5 years, Maryland hospitals have met and exceeded
this goal. The funding provided by NSP | has enabled hospitals to promote, nursing through
enhanced educational opportunities, leadership development, research and joint governance.
Hospitals indicate that these efforts have translated into higher satisfaction among Maryland nurses
and better outcomes for patients.

Increased the Number of Bedside Nurses

In recent years, there has been a resurgence of nurses in the workforce. According to the HSCRC
Wage and Salary Survey, Maryland hospitals increased the number of nurses by 15 percent between
2007 and 2011 (Chart 1). Eleven hospitals increased their nursing staff by more than 25 percent.
The Commission requested HSCRC staff research trends in the nursing workforce of neighboring
states to determine how Maryland’s nursing workforce trends compare regionally. Unfortunately,
state-level workforce data for hospital-based nurses were not available for comparison. This lack of
available, comparable, state-level data speaks to the need to “build an infrastructure for the
collection and analysis of inter-professional healthcare workforce data” as described in the Institute
of Medicine’s Future of Nursing: Leading Change, Advancing Health report.®

Chart 1
Statewide Nurse Workforce Trends
2007-2011
21,994
22,000 21,662
21,500 - 21,191
21,000
20,500 - 20,136
., 20,000 -
@8
=
19,500 - 15,113
19,000 -
18,500 -
18,000 -
17,500 : : : :
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Source: HSCRC Wage & Salary Survey

There are several factors that may contribute to the increase in nursing workforce, including the
state of the economy; nurses who would have otherwise retired are staying in their jobs or
increasing their hours.* However, studies are predicting that this trend is temporary. The increasing
demand for nurses to care for an aging nation, coupled with reduction in the workforce as nurses
retire, will create an “unprecedented shortage of RN’s in the United States.””

3 Institute of Medicine of the National Academies. The Future of Nursing: Leading Change, Advancing Health. (2010)

4 P. I. Buerhaus. Current and Future State of the US Nursing Workforce. Journal of the American Medical Association. 300:20 (2008).

® D.1. Auerbachm, P.I. Buerhaus & D.O. Staiger. Registered Nurse Supply Grows Faster Than Projected Amid Surge In New Entrants: Ages 23 -26. Health Affairs, 30,
no.12 (2011):2286-2292; B.L.Cleary, A.B. McBride, M.L.McClure, & S.C. Reinhard. Expanding The Capacity Of Nursing . Health Affairs, 28, no.4 (2009):w634-w645
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Hospitals attribute another reason for the increase in their nurse workforce to initiatives funded by
the NSP I program. NSP | funding has enabled hospitals to develop programs aimed toward
attracting and retaining new nursing graduates through rigorous residency and orientation programs,
promoting nursing education for clinical and non-clinical staff, and providing extern and intern
opportunities for nursing students who are subsequently hired as staff. For example, Johns Hopkins
Hospital’s Social and Professional Reality Integration for Nurse Graduates (SPRING) program
focused on the retention of new graduate nurses in adult inpatient and critical care departments
through a year-long internship. Through this program, Hopkins has been able to maintain an
average retention rate of 88 percent among new graduates over the last 5 years. Franklin Square
Hospital Center, through established partnerships with the weekend nursing program at Community
College of Baltimore County (CCBC), increased the number of bedside RNs by offering tuition
assistance to 30 non-clinical staff. With NSP | funding, Upper Chesapeake Medical Center (UCMC)
sponsored an externship program where 90 percent of the students in the program have accepted RN
positions at UCMC or at Harford Memorial Hospital. The externship program at Union Memorial
Hospital (UMH) has produced 78 bedside nurses since FY2007; 59 of these nurses are currently
employed at UMH.

Reduced Dependency on Agency Nurses

According to the HSCRC Wage and Salary survey, Maryland hospitals decreased their dependence
on agency nurses by 68 percent, saving more than $98 million in agency costs between FY 2007
and FY 2011 (Chart 2). NSP | coordinators cite improved retention of existing nurses as the reason
for the decreased usage of agency nurses.

Statewide Agency Nurse Usage: Cost & FTEs
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Chart 2
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Increased the Number of Certified and Advanced Degree Nurses

A number of studies have shown a link between higher nursing education and better patient
outcomes. One study showed compelling evidence that a 10 percent increase in the number of BSN
degree nurses decreased the risk of patient death and failure to rescue by 5 percent.® In an effort to
improve the level of education of their nursing staff, Maryland hospitals spent approximately $8.5
million on scholarships and tuition reimbursement for nursing education through the NSP | program
between 2008 and 2011. Hospitals provide a majority of these funds (64 percent) for scholarships
and tuition reimbursement for their nursing staff. Although, the number of hospitals reporting
tuition assistance between FY 2008 and FY 2011 dropped from 25 hospitals to 19, investment in
their staff’s education more than doubled between FY 2008 and FY 2011, from $790,000 to $1.6
million respectively, peaking in FY2010 at $2.2 million. Maryland hospitals also invested close to
$3 million in local nursing students through scholarships. In return, the students have service
obligations at the hospital for a specific period of time ranging from 2 to 5 years. Between FY 2008
and FY2010, hospitals provided support to program participants pursuing the following degrees:

e 488 LPN or Associate degrees in Nursing
e 782 BSN degrees
e 95 MSN degrees

Maryland hospitals have also encouraged nursing staff to improve their competencies through
professional certifications. Approximately 2,800 nurses completed certifications in various areas
including, emergency room, pain management, wound care, medical-surgical and neonatal, through
the NSP [ initiatives between 2008 and 2011. St. Joseph Hospital used NSP | funds to improve the
percentage of nurses with professional certifications. In FY 2011, the number of nurses with
professional certifications at St. Joseph Hospital increased from 7 percent to 22 percent. Mercy has
also seen a dramatic increase the number of certified nurses, from 22 in FY 2007 to 146 in FY 2011,
a 564 percent increase.

Reduced Nurse Vacancy and Turnover Rates

Although a direct link cannot be made between the NSP | programs and vacancy or turnover rates,
statewide data show significant reductions in vacancy rates for RNs and LPNs (26 percent and 57
percent, respectively) during this NSP I cycle (Chart 3). There also seems to be a similar downward
trend for turnover rates (Chart 4). LPN turnover and vacancy rates have risen in the last 3 years,
possibly because of the increased push for LPNs to become RNs as opportunities for LPNs in
hospitals have declined.

® L. H. Aiken, S.P. Clarke, R.B. Cheung, D. M. Sloane, & J.H. Silber. Educational Levels of Hospital Nurses and Surgical Patient Mortality. Journal
of the American Medical Association. 290:12 (2003). 1617-1623

7



Final Report on Nurse Support Program | (NSP 1) Activities for FY 2007 - FY 2012 and
Recommendations for Program Renewal

July 11, 2012
Statewide Nurse Vacancy Rates Statewide Nurse Turnover Rates
(2006-2011) (2006-2011)
14 18
12 26% reduction for LPNs 1
57% reduction for RNs 14
10 .
12 /\\/\'
10
8
9% reduction for LPNs
4 ’ 22% reduction for RNs
4
2
2
0
2007 2008 2009 2010 2011 2006 2007 2008 2009 2010 2011
Source: MHA Hospital Parsonnel Survey —4=LPN =l=RN Source: MHA Hospital Personnel Survey LPN ——RN

Chart 3 Chart 4

NSP | coordinators attribute the reduction in turnover and vacancy rates to improved nursing
satisfaction. The funding provided by NSP | has enabled hospitals to promote nursing through
enhanced educational opportunities, leadership development, research and joint governance. During
the last 5 years, hospitals have established processes to encourage leadership development in a
variety of areas. Some hospitals, like Bon Secours, have difficulty recruiting and retaining nurses
because of their size or patient mix. Bon Secours invested its NSP | funds in developing an
infrastructure for professional practice and engagement. The nursing leadership instituted councils
that focus on three areas: professional development and improving the practice of nursing;
recruitment, retention and recognition of nurses; and the lead partner’s council. These councils
provide nurses with a forum to communicate and collaborate with other departments. Through these
efforts, Bon Secours have been able to reduce its voluntary turnover rate from 14 percent to 8
percent.

Recognized as Leaders in Nursing Excellence

The Magnet Recognition® program recognizes healthcare organizations for quality patient care,
nursing excellence, and innovation in professional nursing practice. During the last 5 years, 6
hospitals have received Magnet® designation by the American Nurses Credentialing Center. These
hospitals, and when they gained Magnet® status, are listed below:

e Franklin Square Hospital Center (2008)

e University of Maryland Medical Center (2009)
¢ Memorial Hospital of Easton (2009)

e Dorchester General Hospital (2009)

e Sinai Hospital (2009)

e Mercy Medical Center (2011)
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With funding from the NSP | program, 11 more Maryland hospitals are on course to Magnet®
status.

Hospital quality data collected by the HSCRC have shown a link between Magnet® hospitals and
improved patient care, safety, and satisfaction. For FY2011, Maryland Magnet® hospitals had
lower rates of most nursing-sensitive Maryland hospital acquired complications (MHACS) than
non- Magnet® Maryland hospitals.

Nursing Sensitive Hospital-Acquired Complications, FY 2011

Risk Adjusted Complication Rates per 1,000 admission
Source: 3M Potentially Preventable Complications (PPC) Grouper using HSCRC FY2011 Abstract Data

Magnet Non-Magnet

MHAC Measure Hospitals Hospitals Difference

PPC 5: 0
Pneumonia and Other Lung Infections 200 3 B
PO . 2.34 2.76 -15.43%
Aspiration Pneumonia

PPC 22: 0
Urinary Tract Infection [ 6.51 16.71%
PPC 28: 0
In-Hospital Trauma and Fractures* e Uzl BB
PPC 31: 0
Decibutus Ulcer L Loi B
PPC 54 0.58 0.36 61.87%

Infections Due to Central VVenous Catheters
*Statistically Significant

On the Hospital Care Quality Information from the Consumer Perspective (HCAHPS), for CY
2010, Maryland Magnet® hospitals tended to score higher on indicators of patient satisfaction than
non- Magnet® hospitals.

Patient Experience of Care Measures, CY 2010
Source: HCAHPS

HCAHPS Measure H'\gzgir::Its N&T)'S'\Si?glr;et Difference
Communication About Medicines (Q16-Q17)* 61.8% 57.0% 4.81%
Communication With Nurses (Q1-Q3) 78.7% 76.0% 2.72%
Discharge Information (Q19-Q20) 85.3% 80.8% 4.49%
Responsiveness of Hospital Staff (Q4,Q11) 61.2% 56.8% 4.37%
Communication With Doctors (Q5-Q7) 79.7% 77.9% 1.77%
Pain Management (Q13-Q14) 68.8% 67.3% 1.56%
Cleanliness of Hospital Environment 64.8% 64.2% 0.66%
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Patient Experience of Care Measures, CY 2010
Source: HCAHPS
HCAHPS Measure e NOTLE! Difference
Hospitals Hospitals
Quietness of Hospital Environment 53.3% 53.8% -0.47%
Willingness to Recommend this Hospital 71.0% 66.0% 5.03%
Overall Rating of this Hospital 69.7% 64.7% 4.99%
HCAHPS score in QBR for FY2012 Rates 56.8% 37.7% 19.14%

*Statistically Significant

The Future of Nursing: IOM Recommendations

In 2010, the Institute of Medicine (IOM) published a groundbreaking report based on a two year
initiative to respond to the need to assess and transform the nursing profession. The report laid out 8
recommendations to address the increasing demand for high quality and effective health care
service. HSCRC Staff convened a workgroup with nursing leaders representing Sinai, Mt.
Washington, Anne Arundel, and MedStar hospitals, to discuss how to incorporate four of the IOM
recommendations into the scope of NSP I.

IOM Recommendation 3: Implement nurse residency programs. Maryland hospitals have already
engaged in components of residency programs, including mentoring and extended orientations for
new hires and graduates, and by encouraging evidenced based research and competency training for
hard-to fill positions. The workgroup recommended standardizing the definition of residency
programs and defining specific criteria for the components. The NSP | programs should also
support hospitals that desire to pursue accreditation by the Commission on Collegiate Nursing
Education (CCNE), an autonomous accreditation body that ensures the quality and integrity of
baccalaureate, graduate, and residency programs in nursing.

IOM Recommendation 4: Increase the proportion of nurses with a baccalaureate degree to 80
percent by 2020. As reported above, Maryland hospitals are supporting nurses who are pursuing
advanced degrees, but data are not consistently reported. The workgroup suggested that statewide
targets be set for the number of nurses graduating with advanced degrees and that metrics be
defined to track progress.

IOM Recommendation 6: Ensure that nurses engage in lifelong learning. Maryland hospitals
are already sponsoring continuing education opportunities for their nursing staff. Examples of NSP
| funded activities include: sending their nurses to national conferences, specialty training, and
establishing simulation labs to improve the competency of their nursing staff. The NSP | program
will continue to support these activities that will prepare Maryland’s nursing workforce to provide
“care for diverse populations across the lifespan.”’

IOM Recommendation 7: Prepare and enable nurses to lead change to advance health. Data
from the Wage and Salary survey show a slight increase in the number of nurse managers during
this NSP I cycle. With an impending nurse shortage forecasted, and as the current nursing leaders

" Institute of Medicine of the National Academies. The Future of Nursing: Leading Change, Advancing Health. (2010)
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retire, growing a new generation of nursing leaders is an important step in a hospitals succession
planning. However, nurse management is not the only area in which staff nurses can be leaders.
Hospitals currently support many avenues for leadership. These include, clinical ladders, nurse
champions in specialty areas, such as wound care, mentors, preceptors and educators, as well as
management training. The NSP | program will continue to support programs that provide
opportunities for nurses to develop leadership skills.

Staff Recommendations: Moving Toward Nursing Excellence

In preparing for this recommendation, HSCRC staff convened two NSP | Coordinator meetings to
obtain feedback about NSP I, particularly regarding modifications to the program that will enable
hospitals and staff to clearly demonstrate the value of the program. Based on these discussions,
HSCRC staff recommends renewing the NSP | program for an additional 5 year cycle, with the
modifications described in the following recommendations.

Revise focus of NSP | Program

Evidence has shown that nursing excellence is linked to improved patient outcomes, low nursing
turnover, and increased satisfaction among nursing staff. Incorporating the IOM recommendations
into the scope of the NSP | program provides guidance to move all hospitals toward nursing
excellence.

Recommendation 1: In an effort to raise the bar for Maryland nurses, the NSP | program
should focus on three areas to achieve nursing excellence for all hospitals in Maryland:

e Education and career advancement. The NSP | program aim to increase the number of
advance degree nurses, collect standardized metrics for educational attainment, define
and standardize criteria for nursing residency programs, and define and collect data on
leadership initiatives and succession planning.

e Patient quality and satisfaction. The NSP | program will utilize existing nursing
sensitive metrics to demonstrate the link between improved nursing competency and
better patient outcomes.

e Advancing the practice of nursing. The NSP | program will continue to support
activities that advance the practice of nursing, such as staff driven evidenced-based
research in nursing, attendance at symposiums and research conferences, as well as
achieving or maintaining Magnet status.

Improve Application Process
Since the NSP | program is non-competitive, it is unnecessary to have a formal application process.

Recommendation 2: Instead of a formal application, hospitals will submit Letters of
Commitment that describe their program and how they would report metrics to demonstrate
program progress and outcomes. HSCRC staff, with input from hospital industry, will develop
guidelines for the letters that outline reporting and compliance expectations. If hospitals need to
revise their programs, there will be a process for submitting changes for review and approval.
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Revise Annual Report and Budget Form

In an effort to move away from qualitative data, HSCRC developed a quantitative data collection
tool that was capable of capturing outcomes from the varying programs implemented by hospitals.
Unfortunately, this created a different problem; HSCRC staff received a large amount of data that
still did not capture outcomes of the programs in a consistent way. There were a few metrics that
could demonstrate outcome, such as vacancy and turnover rates; however, hospitals did not
complete the data consistently, and the data could not be verified by other sources. In addition,
tracking how NSP | funds were spent continued to be a challenging task. HSCRC review found
several instances where hospitals had unfilled staff positions, but reported spending all the budgeted
funds without indication of where the hospital redirected the funds budgeted for the unfilled
positions. Hospitals did not report expenditures consistently, making it difficult for HSCRC staff to
track and audit hospitals’ use of NSP | funds. For FY 2011, hospitals spent 14 percent of their
budgeted funds on “Other Expenses” that ranged from NCLEX Preparation courses to travel costs
for staff.

Recommendation 3: HSCRC staff will revise the annual report to contain 5-10 focused metrics
that are well-defined and can be consistently reported by hospitals. Staff will also use datasets
that hospitals are already reporting to the HSCRC, such as the Wage and Salary survey, as well
as quality metrics such as the MHACs and HCAHPS. HSCRC staff will revise the budget form
to better track hospitals expenditures related to the NSP | program.

Improve Monitoring and Oversight
As stated above, monitoring the NSP | program has been challenging.

Recommendation 4: HSCRC staff will improve oversight and monitoring of the NSP |
program through:

e Routine site visits at hospitals (began already in FY 2012)
e Include NSP | budgets with the special audits

HSCRC staff convened the first NSP | Steering Committee on June 29, 2012. The Steering
Committee consists of HSCRC staff, nursing and finance staff from the hospitals, as well as
representatives from the Board of Nursing and Department of Health and Mental Hygiene
Healthcare Workforce. The Steering Committee is tasked with developing concise metrics,
developing guidelines for commitment letters, and revising data submission forms. During this first
meeting, the committee recommended minor changes to the budget form and discussed potential
metrics.
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