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CALL TO ORDER AND APPROVAL OF MINUTES
Chair Mitchell Schwartz called the meeting to order at 9:32 a.m. The minutes of the Oct. 13
Council meeting were reviewed and approved.

MEETING OBJECTIVES
Traci La Valle, MHA senior vice president, Quality & Health Improvement, outlined the meeting
objectives:
•
•
•

Obtain direction on planning for the future of the Maryland Total Cost of Care Model
(Maryland Model) related to ambulatory practices
Reach consensus that the Health Services Cost Review Commission (HSCRC) should
not use data apply penalties or rewards based on 2020
Discuss metrics to track progress on MHA’s Commitment to Racial Equity to present to
MHA’s Executive Committee

FUTURE OF THE MARYLAND MODEL: AMBULATORY CARE
Outcome
To keep small, independent practices involved in transforming primary care, they need support
from a larger organization—a hospital, Clinically Integrated Network or Care Transformation
Organization. The resources expended will not result in a reduction in total spending in the first
few years, and maybe not ever. Transparency about the cost of resources needed to support
advanced primary care, as well as achievable and meaningful performance metrics will
demonstrate the value of the additional resources.
Main Points of Discussion
• Small, independent practices are willing to change how they deliver care. They love the
additional resources for patients that come with participating in an integrated network or
the Maryland Primary Care Program. They are not interested in or able to take financial
risk without support from a larger organization
• The risk bearing entity could, potentially, include a group of small practices, such as in
an Accountable Care Organization, or a hospital, Care Transformation Organization or
Clinically Integrated Network, if there was a way to share some risk with the providers.
• It’s not clear that having downside risk influences performance
MHA Next Steps
MHA will advocate for the following with the Maryland Primary Care Program Advisory
Committee:
• Include cost estimates for the advanced care management services required under the
program
• Create a mechanism to allow small practices to take on manageable risk
• Carefully vet the performance measures to ensure that they drive toward meaningful
goals
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MEASURING QUALITY PERFORMANCE IN CALENDAR 2020
Outcome
Council members unanimously agreed that the HSCRC should use no data from calendar 2020
to penalize Maryland hospitals’ for performance on quality measures. Consensus was that
HSCRC should not apply penalties or rewards based on calendar 2020. If HSCRC believes they
must adjust global budgets, a fraction of adjustments made in a prior year could be applied.
Main Points of Discussion
• The COVID-19 pandemic is having a large and unpredictable impact on hospitals’ mix of
cases, patients’ patterns of underlying illness and resources available to treat them.
Treatment for COVID-19 is still limited, as is understanding of how the virus affects body
systems
• Risk adjustment is based on historic performance, and will be inaccurate
MHA Next Steps
• MHA will advocate for no adjustments based on 2020 at the Performance Measurement
Work Group, with HSCRC quality staff, and at public meetings, as needed.

MHA COMMITMENT TO RACIAL EQUITY
Outcome
Members generally agreed with the selected performance equity measures, particularly as they
align with statewide and organizational priorities. The council expressed concern regarding
accurate capture of patient race and ethnicity data. They acknowledged disparities are still
evident in the data we have and that we should move to address these disparities while
improving data capture.
Main Points of Discussion
• Readmissions disparities are complex and multi-layered, thus challenging to move
• Processes need to be improved to accurately record race and ethnicity data, including
better defining race and ethnicity
o Members are interested in hearing more about the lessons learned from the work
Johns Hopkins has done
• Patient satisfaction and employee engagement correlate with and can impact patient
outcomes. As part of the Commitment to Racial Equity workplan, MHA plans to access
Hospital Consumer Assessment of Healthcare Providers and Systems (HCAHPS) and
employee engagement survey data, and stratify results by race, gender, service line and
job category.
• Luminis Health Anne Arundel Medical Center takes a wholistic approach to its health
equity strategy. Leaders consider the diversity, equity and inclusion factors that may
contribute to health outcomes disparities in their patient population. The organization
embraces culturally customized care, tracks equity of care complaints and fully engages
their employee resource groups.
MHA Next Steps
• MHA will follow up with experts at Johns Hopkins to learn more about the status of their
initiatives to accurately capture race and ethnicity data and share learnings with
members.
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•
•

MHA will share modeling of the readmissions disparity measure and the Prevention
Quality Indicator (PQI) measures by race with members.
MHA will finalize the process for accessing the HCAHPS data from Press Ganey and
update members.

ADJOURNMENT
There being no further business, the council adjourned at 10:53 a.m.

THESE MINUTES HAVE BEEN APPROVED BY THE
COUNCIL ON CLINICAL & QUALITY ISSUES
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HSCRC Efficiency Policy and Population Health Investments
To discuss the hospital field’s position on population health investments
and HSCRC’s efficiency policy

1. What are your views on capturing population health and care
transformation investments?
2. If hospitals cannot support differentiating population health
investments, what alternative approaches should be suggested?

Per Capita Incentives, Global Budgets, and Efficiency
Beginning in 2014, Maryland’s All-Payer Model and now Total Cost of Care Model (Model),
created powerful incentives to reduce avoidable service use. Global budgeted revenue (GBR)
fixed hospital revenues regardless of service use, with adjustments for moves to unregulated
services, market shift, and population growth. As a result, average regulated hospital profits
rose as volumes declined and associated variable costs fell. Or, some hospitals reinvested in
programs and services outside of the hospital, aiming to reduce hospital use.
The results are not uniform. Many hospitals saw growth in charge per aggregate unit of volume,
as hospital volumes declined or have not risen like historical trends. Other hospitals
experienced continued volume growth but limited revenue growth under GBR. The Health
Services Cost Review Commission (HSCRC) staff, commissioners, other stakeholders, and
hospitals question the retained savings under GBRs as volume growth slows or declines.
HSCRC’s proposed efficiency policy would redistribute revenue among hospitals based on
certain comparisons. In July 2019, the Council “supported the need for an efficiency policy, and
feedback to HSCRC as proposed in the [July 2019] discussion memo. Members agreed the
policy should be revenue neutral and revenues removed from high cost outliers should be
redistributed to other hospitals and not retained as system savings. There is general field
agreement that any redistribution should not result in overall system savings.”
HSCRC’s Inter-hospital Cost Comparison (ICC) methodology, underpinning its efficiency and
full-rate application policies, does not explicitly account for population health and care
transformation investment expenses (population health investments) beyond the regulated
hospital entity. The more population health investments are considered, the less revenue is
likely to be redistributed. HSCRC does attempt to balance the revenue per unit measure by
including both (a) Medicare total cost of care benchmarks in the efficiency policy and (b)
Medicare and commercial total cost of care benchmarks in the full-rate application methodology.

Population Health Investments
HSCRC staff aim to create a fair evaluation of hospital finances. Historically, HSCRC compared
hospital costs and determined what rate modifications, if any, were reasonable. Absent data on
population health investments, HSCRC staff are concerned decisions to increase, decrease, or
otherwise modify rates may be too subjective. HSCRC’s view of population health investments
is limited because many, if not the majority, of investments are outside HSCRC’s reporting
requirements.
HSCRC staff stated hospitals requesting GBR increases or filing rate applications must consider
population health investment needs, particularly those outside the hospital. To align incentives,
HSCRC staff propose to credit hospitals for population health investments outside the hospital
that are in line with the Model. The likely results would improve a hospital’s position on adjusted
revenue per volume unit. In addition to ICC credit, MHA advocated for appropriate update
factors to support funding of population health activities.
For RY 2020, HSCRC staff required hospitals to submit population health investments to gather
more information on these expenses. HSCRC’s goal is to review the RY 2020 submissions,
refine the reporting requirements, and adjust future policies to account for these types of
investments. (2020 data reporting may be delayed because of COVID.)
Hospitals expressed three major concerns about using population health data in the efficiency
policy, including:
•

Accurately and consistently defining population health investments that differ by
hospital and health system

•

HSCRC requiring hospitals to report revenues and expenses for investments that are
beyond the regulatory authority of HSCRC

•

HSCRC subjectively making value judgments on “investments that align with the
Model”

Rate Setting Methodologies Beyond Efficiency
The efficiency methodology is not HSCRC’s only policy lever to address population health
investments, retained revenues, and revenue distribution. Other HSCRC policy tools include:
•

GBR reductions for moving services to less costly, unregulated settings

•

Semi-annual market shift adjustments for geographic plus service line hospital volume
changes

•

The market shift is bound by the aggregate increase and decrease in the market, at 50%
variability

•

Unit price corridors that limit price increases to +/- 5%, or +/- 10% with HSCRC
permission
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•

Medicare Performance Adjustment (MPA) that rewards or penalizes hospitals for
Medicare total spending performance

•

In the future, Care Transformation Initiatives (CTI) performance will reward and penalize
hospitals for Medicare total spending performance

Policy Options
There are several policy options as we prepare to give HSCRC feedback on population health
investment data. Without strong fieldwide consensus, HSCRC will likely measure and use
population health investments to differentially adjust revenues among hospitals. If the field
agrees that HSCRC should not judge the value of investments, without alternatives, revenue
redistribution from the efficiency policy would continue to reflect regulated performance. This
position may also unfavorably impact requests for revenue adjustments and field arguments
supporting a higher payment update.
Today’s discussion questions ask for guidance on incorporating population health investments,
or if not, alternative proposals. To aid our discussion, the list below reflects potential options as
we consider our feedback to HSCRC.
1. Move forward with the proposed approach: report and use population health investments
for methodology “credit.” Hospitals and MHA would work with HSCRC staff to refine data
reporting and “allowable” investments.
2. To allow some blend of population health investments, propose a targeted margin that is
exempt from efficiency or ICC, like a “standard” adjustment. This is easier to incorporate
in the full rate application build-up phase compared to the efficiency policy. Without
proposed changes, the efficiency policy entails a relative ranking of all hospitals and a
standard adjustment has no effect on the outcome.
3. Oppose using population health investments for ICC credit, resulting in no profit
adjustments or methodological approach to allow for population health investments.
4. Revise the market shift or other HSCRC methodologies to reallocate revenues within the
system. The methodology proposal would likely need CMS “approval” so as not to
violate the population health tenets of the Model.
Prepared by Brett McCone, Senior Vice President, Health Care Payment
Attachment: Efficiency Policy and Population Health Investments
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Rate Year 2022 Annual Payment Update

To recommend arguments for a fair and appropriate rate year 2022
annual payment update
1. What are your views on the positions and arguments for a fair and
appropriate rate year 2022 annual payment update?
2. What other arguments should be considered?

The rate year (RY) 2022 annual payment update will take effect July 1, 2021. The COVID
experience in RY 2020 and 2021 will shape the approved amount. As MHA prepares arguments
for a fair and appropriate payment update, we are asking the Council on Financial Policy and
Executive Committee to help MHA champion the field’s position to the Health Services Cost
Review Commission (HSCRC) staff and commissioners.
In RY 2019 and 2020, the hospital field requested HSCRC’s average payment update to be
raised by 0.5% and 0.33%, respectively. In both years, the commission did not increase the
annual payment above the staff recommended amount, and in fact, cut the amount in 2019.
For RY 2021, we asked HSCRC to raise the update 0.25% by removing the potentially
avoidable utilization (PAU) savings reduction. HSCRC declined, noting that Maryland’s
Medicare spending growth was projected to equal national growth for 2020, and all-payer
hospital spending growth was projected to be above the rolling gross state product (GSP)
experience.
•

From these three years’ experience, HSCRC clearly insists Maryland must remain
below our revenue growth guardrails, specified in the Centers for Medicare & Medicaid
Services contract: annual, Medicare total cost of care growth compared to the nation,
and implied by staff: hospital spending per capita relative to average gross state product
per capita.

To prepare for the RY 2022 annual payment update, MHA staff propose the following positions
and arguments to support fair and appropriate update:
•

Eliminate PAU savings adjustment for RY 2022. As a result of COVID, actual
utilization declined significantly during 2020, resulting in payer savings. It is true that
HSCRC agreed to allow hospitals to carry forward global budgeted revenue (GBR)
undercharges, thus smoothing the revenue trend. However, HSCRC clearly stated
federal provider relief funds will be used to offset lost revenues before raising GBRs and
unit prices, thus guaranteeing savings to payers. Though this may be one-time savings
to payers, compared to the nation, Maryland hospital spending for commercial insurance
is near the bottom.

Maryland hospitals will use this savings to retool and transform care. For example,
hospitals are investing in telehealth, making it permanent practice. For this type of
transformation to succeed, hospitals need public and private payers to buy in – to accept
short-term financial risks of service use growth for long-term financial rewards of
avoiding more expensive services. If successful, both health plans and hospitals should
reap rewards in the future by avoiding expensive hospital service use.
•

Financial certainty is a top priority for hospitals. MHA’s proposal is moderate,
designed to reach an early agreement with HSCRC. Should HSCRC reasonably agree,
we can eliminate months of work group review and data analysis. This will allow
hospitals and staff additional time to manage COVID matters, continue care
transformation and population health investments, and address other HSCRC policy
changes that are shelved during the pandemic.

•

Regardless of 2020 performance, our risk of exceeding the Medicare total cost of
care guardrail has diminished greatly. 2020 data through August show Maryland’s
total cost of care growth below the nation. For the first time in many years, hospital
spending was above the nation while non-hospital spending was not. This is likely the
result of Maryland’s higher incidence of COVID during this period and HSCRC’s decision
to allow hospitals to charge well beyond the unit price corridors.
Per the contract with CMS, Maryland’s Medicare total cost of care growth cannot exceed
the nation by 1% in any year or exceed the nation two years in a row. Maryland’s grew
more slowly than the nation last year, therefore we can exceed the nation by up to 1%
this year. The RY 2022 update will affect the second half of CY 2021. Ignoring the
unknown difference in utilization between Maryland and the nation for the remainder of
CY 2021, relaxing the price corridors from July through September will result in a
favorable base period for next year’s calculation.

•

There are no mechanisms comparable to MPA and benchmarking to reward
hospitals for favorable commercial spending performance. HSCRC approved the
benchmarking adjustment for hospital-specific Medicare targets in the Medicare
Performance Adjustment (MPA). If an MPA-like adjustment were to exist for commercial
spending, Maryland’s results would be favorable as reflected in the commercial
benchmarking calculation. We are held to a specific Medicare target because of our test,
yet we cannot offset this with favorable commercial performance. This is another reason
HSCRC should forgo the PAU savings adjustment. If needed, HSCRC could apply its
MPA savings adjustment if Medicare-only savings are needed to meet the Model test.

•

Gross State Product and other related measures are lagging indicators. HSCRC
will likely complete its historical GSP analysis. The data are pre-2020, and the trend may
vary widely from newer information. The financial impact of COVID, even with federal
provider relief funds and HSCRC support, will cause aftershocks as hospitals eventually
return to normal operations.

Using these positions and arguments, the pro forma, RY 2022 expected revenue growth is
2.88%. This assumes quality policies are revenue neutral and there are no changes in other
hospital-specific spending items.
Prepared by Brett McCone, Senior Vice President, Health Care Payment
Attachment: Pro forma rate year 2022 annual update framework

2

Council on Financial
Policy

January 12, 2021

Topic

CareFirst’s Proposed Bill on Value-Based Care Arrangements

Objective

To provide input on the hospital field’s position on the proposed bill

Discussion
Questions

1. What is your opinion of the proposed bill?
2. What are implications for hospitals that enter such arrangements?

CareFirst will propose legislation in the 2021 Maryland legislative session to allow commercial
insurance carriers—including carriers serving as third-party administrators for self-insured
employer plans—to enter value-based care arrangements with health care providers. These
arrangements may include incentive plans having downside risk as well as full-risk capitation
payments.
Currently, Maryland law strictly limits such arrangements. The Model itself offers provider
participation through care redesign programs (CRPs) regulated by the Health Services Cost
Review Commission (HSCRC) and administered by hospitals. These have been largely, if not
solely, Medicare focused.
CRPs are reward only – no downside risk. Hospitals have the option, but are not required, to
offer incentive payments to care partners. Under these programs, hospitals are subject to total
cost of care performance risk under the provisions of the Model. If spending per Medicare
beneficiary improves relative to an average or target, physician practices can earn an award.
The Maryland Primary Care Program (MDPCP) will incorporate downside risk under an
additional third track beginning in 2022 or 2023.
Private insurers’ value-based arrangements have been limited. For example, CareFirst’s Patient
Centered Medical Home incentivizes providers for cost-efficient, quality care, but does not offer
downside risk or penalize participants for poor performance.
Bill Summary
The proposed bill would allow private insurers, nonprofit health plans, health maintenance
organizations, dental plan organizations, and other state regulated insurance entities to create
value-based arrangements directly with health care providers. Providers in this instance may
range from individual practitioners to clinically integrated networks (CIN).
Previously, the Office of Attorney General (OAG) and Maryland Insurance Administration (MIA)
considered such arrangements insurance plans under state law because they posed “insurance
risk” if providers agreed to offer a certain benefit or service to covered beneficiaries. As a key

provision of the bill, insurers and providers who participate in these value-based arrangements
would not be subject to regulation by MIA since they accept risk based on performance.
Insurance carriers, acting for both fully insured and self-funded customers, could offer providers
upfront capitated payments, bundled payments, and two-sided risk deals. The intent is to enable
health care practitioners to manage the care of select patient populations using methods that
promote care coordination across settings that are typically not reimbursed. The arrangements
further incentivize providers through additional reward or penalty payments based on agreed
upon performance measures, often aligned with the goal of enhancing care coordination.
Downside risk would be agreed upon by the insurance plan and provider entity, capped at 50%
of the total cost of care for managed populations. The maximum recoupment is limited to 10% of
the annual payments from the insurance carrier to the health care provider.
The bill also states that nothing it allows may hinder the functioning of the Model.
Consideration 1: Are health care providers subject to insurance risk?
Under existing statute, insurance risk is defined as “a contract whereby one undertakes to
indemnity another or pay or provide a specified or determinable amount or benefit upon
determinable contingencies.” Any entity falling under this definition is subject to regulation by the
Maryland Insurance Agency (MIA).
The proposed legislation would not deem providers receiving capitated payments from selfinsured plans to be in the business of insurance as long as they are accepting payments for a
set of services directly delivered. If a provider accepts capitated payments for a set of services
delivered by other providers, it is engaging in insurance risk. A CIN could accept capitated
payments and be subject to risk from a set of services delivered by a wider group of providers
within the same network.
This provision likely has the same goal to allow two-sided risk arrangements. However, the
removal of providers providing services for self-funded plans and CINS defined as providers
may raise concerns.
Consideration 2: Are providers eligible to accept downside risk from insurers?
Downside risk would not be considered insurance risk under the arrangements, as it is limited to
performance on agreed upon measures, not a particular good or service delivered. The financial
impacts are rewards and penalties for performance versus a standard.
The performance risk is akin to the Model’s Medicare Performance Adjustment (MPA) which
rewards or penalizes hospitals based on total cost of care reduction or growth “performance” for
attributed beneficiaries. The Maryland Primary Care Program also is moving to a similar model
beginning in program year 2022 or 2023, when it will incorporate a third track. Under this model,
providers accept greater risk for their performance on a set of quality and outcome measures.
Consideration 3: What are the implications under hospital rate setting?
Maryland’s all-payer rate setting system does not allow discounts on hospital payments, which
limits the extent to which hospitals and hospital-based providers can participate in the types of
2

arrangements specified within the bill. The bill specifically notes that health care payers must
pay HSCRC approved rates. CareFirst and others could negotiate a difference in prices for nonhospital services, the largest being post-acute care. The overall objective of the arrangements is
to lower unnecessary utilization in all care settings—controlling spend per beneficiary.
Under Maryland’s Model, providers are incentivized to create savings by managing patients
effectively, including pre-and post-acute services, which improve Medicare total cost of care
performance when successful. Hospitals and other providers can produce savings under the
Model by reducing unnecessary hospital utilization. As a result, Maryland’s statewide nonhospital spending has historically grown faster than the nation but at a lower price point. Further
reductions in total cost of care will hinge on the performance of additional care partners.
Consideration 3: How will value-based arrangements impact total cost of care spending
and what are the Model implications?
Evaluation studies typically show an increase in total spending for attributed beneficiaries in
early years resulting from improved care coordination for previously unmanaged patient
populations. Thus, the value-based arrangements proposed in the bill may have the unintended
consequence of raising non-Medicare beneficiary spending in the near term.
The Maryland Model does not hold hospitals accountable for total cost of care performance
beyond Medicare. Longer-term implications may exist for hospitals if the Model moves toward
greater all-payer accountability. However, two-sided risk arrangements enhance provider
accountability to reduce per beneficiary spending.
Consideration 4: How might the arrangements impact long-term network participation?
A consequence of downside risk is providers who consistently underperform may be subject to
large financial penalties. So, providers who need help with care management may elect not to
participate in value-based arrangements, or possibly even CareFirst’s provider network.
The amount of risk is capped at 10% of a provider’s fee-for-service payments, which is intended
to prevent substantial losses. Beyond this bill provision, participating providers should consider
proposing arrangements that are open to all, and scale downside risks based on contract year
or network size.
Prepared by Brett McCone, Senior Vice President, Health Care Payment; Laura Russell, Director, Health
Care Payment; and Nicole Stallings, Senior Vice President, Government Affairs & Policy
Attachment: CareFirst Proposed Legislation
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