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Policy Overview 
Policy Objective Policy Solution Effect on Hospitals Effect on Payers/ 

Consumers 
Effect on Health 
Equity 

This 
recommendation 
seeks ways to 
increase access 
and options for 
seniors and dual 
eligible individuals 
through Medicare 
Advantage.  The 
State is committed 
to finding ways to 
improve access to 
care, enhance 
quality and care 
transformation, 
improve health 
outcomes, and 
ultimately lower the 
cost of care for all 
Marylanders.   

A payer differential 
specific to Medicare 
Advantage has the 
potential to better 
align the State’s all-
payer hospital rate 
setting system with 
the Medicare 
Advantage rate setting 
methodology.  This 
change to the payer 
differential is subject 
to CMS approval.     

This 
recommendation is 
revenue neutral to 
hospitals.  

This recommendation 
would change the 
allocation of charges 
across payers and 
would result in lower 
charges for Medicare 
Advantage patients 
and higher charges 
for other payers 
(Medicaid, Medicare 
FFS, Commercial, 
self-pay). 

By strengthening 
the Medicare 
Advantage market 
and increasing 
options for seniors 
and dual eligible 
individuals, this 
recommendation 
affords the 
opportunity to 
increase access to 
care and support 
services for 
Marylanders.   

 

Overview 
Since 2014, Maryland has worked with the Center for Medicare and Medicaid Innovation (CMMI) to reduce 

cost of care in Maryland and improve quality and health outcomes.  The partnership has been successful 

thus far in implementing payment and system delivery reforms, resulting in over $1.4 billion dollars of 

hospital savings and improved hospital quality.  The initiatives benefit not only Medicare fee-for-service 

(FFS) beneficiaries living in Maryland, but also all other patients under our all-payer rate setting system. 

While the Total Cost of Care (TCOC) Model agreement focuses primarily on Medicare FFS targets, the 

HSCRC must also maintain its historic hospital all-payer rate setting system that seeks to provide access, 

equity, and contain costs across all payers. Under this unique system, Maryland is able to fulfill its 

obligations of the TCOC Agreement while at the same time continue its equally important obligation to 

regulate the remaining 60 percent of the market that includes consumers enrolled in payers other than 

Medicare FFS. 

As an all-payer system, we work to align our State programs across all payers, including commercial 

insurers, Medicaid, Medicare FFS and Medicare Advantage, to improve access to care, enhance quality 

and care transformation, improve health outcomes, and ultimately lower the cost of care for all Marylanders.  

The following recommendation seeks to align the goals and infrastructure of the Medicare Advantage 

market under the terms of the all-payer hospital rate setting authority consistent with the Maryland Total 
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Cost of Care Model.  Specifically, the Maryland Health Services Cost Review Commission (HSCRC), 

proposes to temporarily adjust the public payer differential for Medicare Advantage (MA) plans under the 

TCOC Model in order to improve access to MA for seniors and dual eligibles in Maryland. The MA market is 

significantly underperforming in Maryland due in part to interactions between the Maryland rate setting 

model and the MA rate setting methodology. This under-performance leaves consumers with few or no 

options for MA plans, including plans for dual eligibles, in a significant portion of the State.  

This recommendation would align MA with the TCOC Model by adjusting the public payer differential, 

pending approval by the Centers for Medicare & Medicaid Services (CMS).  The proposal would effectively 

adjust MA rates to what they would be but for the impact of the hospital rate setting component of the 

TCOC Model, while ensuring that the State would still meet all required savings targets under the terms of 

the agreement with CMS.  The recommendation does not undermine any of the goals or expectations of the 

TCOC Agreement, nor does it, harm hospitals, other providers, or beneficiaries. 

Since the early years of Maryland’s All-Payer system, government payers have been afforded a differential 

from rates paid by private payers. Currently, government payers (Medicare and Medicaid) pay 92.3 percent 

of HSCRC-approved hospital charges.  All payers are required to pay HSCRC approved rates, less any 

payer class adjustment that has been implemented through Commission law and policy. The majority of the 

rate differences among payers have been effectuated through the payer differential program. Approving a 

differential for a particular class of payer is consistent with the Commission’s mandate of setting rates 

equitably among all purchasers or classes of purchasers without undue discrimination or preference. Under 

the TCOC Model Agreement, the HSCRC has the ability to adjust the public payer differential with CMS 

approval. CMS most recently approved a public payer differential change that took effect in July 20191, 

which resulted in a 1.17 percent rate increase for commercial payers and a savings of $46 million to 

Medicare.  

This recommendation proposes to increase the public payer differential for MA plans from the current 7.7 

percent to about 16.88 percent. This will result in an approximately 0.5 percent rate increase for other 

payers and annual savings of $75 million to MA plans.  Contingent upon CMS approval, the resulting 

differential for MA would be in effect from January 1, 2022 to December 31, 2024. 

The aim of this proposal is to adjust MA hospital costs to where the rates would be absent the State’s all-

payer rate setting. We believe that this adjustment will attract more MA investment in the State and 

accomplish significant complementary goals, including strengthening infrastructure to coordinate care for 

Medicare beneficiaries, assuring Maryland beneficiaries the same choice of coverage and benefits as 

                                                      
1 Differential Increase effective July 1, 2019. Memorandum to Hospital CFOs. Available at: 

https://hscrc.maryland.gov/Documents/pdr/PolicyClarification/2019/DifferentialMemo061019.pdf 

https://hscrc.maryland.gov/Documents/pdr/PolicyClarification/2019/DifferentialMemo061019.pdf
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beneficiaries in other states, creating a competitive MA marketplace, and supporting federal and state policy 

goals under the TCOC Model. In CY 2024, HSCRC would evaluate the proposal’s effects and determine a 

path forward to potentially include MA-enrolled beneficiaries in the TCOC Model and examine other ways to 

expand the MA-like benefits to other Maryland beneficiaries.   While this differential will increase charges for 

Medicare FFS, the TCOC Model sets stringent annual savings goals that the State will continue to meet.  

The State is committed to lowering costs for Medicare total cost of care and to transforming the care 

delivery system.  This proposal will better align the Maryland TCOC Model and the Medicare Advantage 

market to provide expanded services and lower total costs while not harming the hospitals or any other 

component of the TCOC demonstration.  

Past Funding 
In February 2020, the Commission approved a grant program to support MA through Maryland hospitals.  

This was intended to be an interim step to increase support for Medicare Advantage access throughout the 

State.  The Medicare Advantage Partnership Grant Program was designed to achieve the following:  

● Encourage partnerships and strategies that result in long term health improvement of Medicare 

Advantage Partnership beneficiaries 

● Improve Medicare Advantage penetration and/or improved services to high cost and high risk 

populations  

● Preserve and/or expand access to the number of 4+ Star Rating Medicare Advantage plans in the 

State to promote competition and access for seniors 

● Develop strategies that improve care coordination and quality of services offered in Medicare 

Advantage Plans 

● Extend healthcare transformation efforts to the Medicare Advantage market.  

The Medicare Advantage Partnership Grant was authorized as a temporary funding mechanism for Fiscal 

Years 2020 and 2021.  Hospitals were able to apply for participation in the grant program by partnering with 

an MA organization to submit a proposed list of activities that would result in increased quality and 

expanded access. 

Grant Program Impact Areas 

The Medicare Advantage Partnership Grants were narrowly focused to foster increased stability for 

Medicare Advantage organizations, expand access, and create more robust plan designs for beneficiaries, 

and/or improved quality ratings. Hospitals agreed to spend grant funds on activities to focus on impacting 

one or more of the following four areas: 
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1) Star Rating Measure Improvement  

Medicare Advantage contracts are rated on up to 45 unique quality and performance measures. Grant 

funds should be used to design and implement strategies that will result in improvement in the Part C/Part D 

measures established by CMS for the Medicare Advantage Program. The MAP Grant Program was 

designed to leverage hospital expertise on quality in an effort to improve star rating measures of Medicare 

Advantage plans. By doing this, the Medicare Advantage Plans will be eligible for higher reimbursement 

from CMS. This additional funding can then be returned to enrollees in the form of enhanced benefits and 

reduced cost-sharing.   

2) Increase in Annual Wellness Visits  

The Annual Wellness Visit provides an annual opportunity for Medicare Advantage beneficiaries to work 

with their providers to create or update their personalized prevention plan. This visit can be particularly 

important for beneficiaries who are high cost or who have high healthcare needs. The Annual Wellness Visit 

creates an opportunity to proactively assess changes in beneficiary health by performing a health risk 

assessment at 12 month intervals. Grant funds are being used to design and implement strategies that 

result in an increase in the number of annual wellness visits per year.   

3) Expansion of Coverage  

Maryland’s current Medicare Advantage Plan penetration and distribution of services do not provide 

adequate coverage and choice for all eligible Marylanders. Plans are concentrated in urban counties while 

rural counties have far fewer choices without the extra benefits Medicare Advantage plans can provide, 

such as vision and dental services. Grant funds are being used to design and implement strategies that 

result in the expansion of coverage and access to these services.    

4) High Cost Beneficiary Penetration  

It has been well documented that a small portion of Medicare patients account for more than half the 

program’s spending in any given year. This is true of Medicare Advantage Plans as well. According to a 

2019 study by the Commonwealth Fund, “37 percent of Medicare Advantage enrollees have chronic 

conditions and functional limitations requiring a range of medical and social services; many also contend 

with low income, low education, and isolation.”   Because of this, the grant program was designed to 

encourage hospitals to collaborate with Medicare Advantage Plans to identify and address the high 

cost/high need beneficiaries. Grant funds are being used to design and implement outreach, education, 

enrollment, prevention, and management strategies that identify and target these beneficiaries with 

appropriate coverage and services.  
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Across these four impact measurement areas, hospitals and their Medicare Advantage Plan partners were 

required to define areas they intend to address and then start working to make progress in these areas.  

While the grant program was intended to be an interim step to increase quality among MA plans, it is not a 

sustainable long-term solution.  To address and mitigate payment inconsistencies, HSCRC believes that a 

change to the underlying MA payment is necessary.  Thus, this recommendation represents an additional 

adjustment that could be made to mitigate the disadvantage that MA plans face in Maryland.    

Proposal to Change Payer Differential for Medicare 
Advantage 
The HSCRC believes that care transformation and delivery system reform can be best achieved when all 

stakeholders, including hospitals, providers, post-acute providers, and payers are engaged.   While the 

TCOC Model is a hospital-based model targeting Medicare FFS cost and quality improvements, staff 

believes that the proposed change to the differential for MA can benefit Marylanders by providing an 

additional support for care coordination, wrap-around services, and non-hospital care alignment for high 

and rising risk Marylanders.  All Marylanders should have access to choice, enhanced benefit offerings, and 

competition that could be offered through a robust MA market.  The recommendation would temporarily 

increase the public payer differential from 7.7 percent to 16.88 percent for MA from January 1, 2022 

until December 31, 2024.  While this recommendation is revenue neutral to hospitals, it does change the 

allocation of charges across payers as the table below depicts. 

 

  

The HSCRC projects that, absent the effects of the TCOC waiver, the average MA benchmark in Maryland 

would be 100.8 percent of fee-for-service spending (4.9 percent above the current level).   The proposed 

increase in the payer differential reflects the additional discount necessary to reduce MA costs by the 

amount of revenue lost due to the 4.9 percent gap.   

The 100.8 percent benchmark was calculated by looking at the average benchmark among the national 

peer counties identified for each Maryland county and blending to a Maryland average based on MA 

enrollment.    Given a national average of 103.6 percent, the HSCRC believes using the lower benchmark 

of 100.8 percent appropriately reflects that, even in the absence of the TCOC model, Maryland would be 

unlikely to fall into the quartiles for the lowest cost counties (107.5 or 115 percent of FFS). 
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At current enrollment levels, the differential change would reduce hospital expenditures for MA plans by $75 

million. This increased differential for MA would not apply to other public payers (Medicare FFS and 

Medicaid). To maintain revenue neutrality for hospitals, hospital rates would need to increase by 0.5 percent 

for other payers resulting in cost increases of $30 million for Medicare FFS, $16 million for Medicaid and 

$29 million for other payers.  The amount of rate increase required varies depending on the Medicare 

Advantage enrollment; therefore, should the State be successful in increasing enrollment, the rate offset 

would also increase proportionally.  For example, doubling the enrollment would double the increase to 1.0 

percent.  The initial analysis in this recommendation was performed on FY 2019 revenue and enrollment.  

Should this recommendation be accepted by the Commission and CMS, a revised analysis would be 

performed with the most recent revenue and enrollment data.   

This proposal is budget neutral and would not change the savings target for the TCOC Model and would not 

require any other Model changes. The current demonstration requires $300 million in savings by CY 2023 

compared to the CY 2013. The HSCRC projects that the Model would still achieve annual savings that 

reach or exceed $300 million in CY 2023 under this proposal.  

In CY 2024, Maryland is scheduled to begin working on the next iteration of the TCOC Model. Before that 

time, staff should complete an analysis of the Medicare Advantage market to determine the best path 

forward, including potentially incorporating MA enrolled beneficiaries into the TCOC Model. 

Including MA in the TCOC Model has the potential to strengthen infrastructure to coordinate care for 

Medicare beneficiaries, assure Maryland beneficiaries the same choice of coverage and benefits as 

beneficiaries in other states, create a competitive MA marketplace, and support federal and state policy 

goals under the TCOC Model.  

Stakeholder Feedback  
Comment letters were received by the Commission through March 25, 2021 by the following organizations: 

Johns Hopkins Health System (JHHS), University of Maryland Medical Systems (UMMS), CareFirst, United 

HealthCare(UHC), Kaiser Permanente, Coalition on Improving Access to Medicare Advantage in Maryland 

(Maryland +Coalition), and Healthcare Affiliates, Inc.  Appendix A includes a copy of all letters received.   

Six of the organizations (JHHS, UMMS, CareFirst, UHC. Kaiser Permanente, and Maryland +Coalition) 

expressed general support for the staff recommendation to increase the differential for MA plans to mitigate 

the disadvantage to MA plans, including an analysis of the impact of the change on the MA market in 

Maryland.  The following specific considerations were mentioned in comment letters: 

 UHC requested that the differential take effect January 1, 2023 “to allow health plans adequate 

time to incorporate the impact of the change in product offerings across Medicare, Medicaid, and 
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commercial lines of business.”  Further, providing a full year advance notice to MA plans would 

allow the opportunity to understand and respond to the policy with a full bid cycle.   

 CareFirst suggested a higher differential increase for Dual Eligible Special Needs Plans (D-SNP), 

up to 24.4%.  CareFirst also advocated for a permanent long-term solution for MA rate setting to be 

incorporated with the next phase of the Waiver, which could take effect as early as January 1, 

2025.  Additionally, they continue to cite the need for rate integrity and examination of the 

overhead and costs distributed between inpatient and outpatient rate centers.   

 JHHS and UMMS expressed support for the proposed change in order to expand the unique 

benefits offered by MA plans, while still delivering total cost of care savings to Medicare FFS per 

the requirements of the TCOC contract.  

Healthcare Affiliates, Inc. expressed opposition to the staff recommendation without further proof that MA 

plans would adhere to all Medicare regulations and guidelines and improved compliance with the Medicare 

Encounter Database to submit data in a timely manner.   

Staff response:  Staff believes that the differential should be allowed to take effect as early as January 1, 

2022 in order to give plans three full years to utilize a higher differential to increase options to more 

beneficiaries in as many counties as possible.  This will provide the State an opportunity to examine the 

effect of the change before negotiations on the next phase of the Model.  While the State understands the 

need to improve access to D-SNP plans in Maryland, staff ultimately recommended a single differential for 

Medicare Advantage plans.  In the analysis of the change after three years, staff will consider how D-SNP 

plans fared compared to other MA plans and will include that nuance in the recommendation.    

Recommendation 
Pending federal approval of the differential change, the recommendation would do the following: 

1. Temporarily increase the public payer differential from 7.7 percent to 16.88 percent for MA from 

January 1, 2022 until December 31, 2024.  

2. Prepare a report to be submitted to the Commission in July 2024 that compares penetration levels 

across the State, by county, to assess the effectiveness of the differential change on access and 

options to MA plans in Maryland, including a separate analysis of D-SNP plan access and 

penetration.  

3. Nothing in this recommendation shall change the State’s commitment to achieve TCOC savings 

under the terms of the contract with CMS.   
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Appendix A 
Comment letters enclosed. 
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Maria Harris Tildon 

Executive Vice President 

Public Policy & Government Affairs   

 
 

CareFirst BlueCross BlueShield 

1501 S. Clinton Street, Suite 700 

Baltimore, MD 21224-5744 

Tel.   410-605-2591 

Fax   410-505-2855 
  
 

 
March 24, 2021 
 
Adam Kane, Chairman 
Health Services Cost Review Commission 
4160 Patterson Avenue 
Baltimore, Maryland 21215 
 
Dear Chairman Kane: 
 
We have reviewed the HSCRC Staff’s recommendation on the Medicare Advantage (MA) Payer 
Differential carefully and appreciate the opportunity to provide our comments.   
 
We submitted a letter to you and the MA Coalition dated August 25, 2020 outlining our position 
on HSCRC’s and others’ efforts to improve MA options for seniors in Maryland.  Our position 
today remains consistent – we are still supportive of solving this matter “in a way that is equitable 
and sustainable for the market as a whole, and that prioritizes the needs of the most vulnerable 
residents in the State.”  At that time, we also articulated that we sought not to disproportionately 
impact businesses and households in Maryland through a substantial differential shift, as we have 
historically opposed differential shifts of any kind, but that under specific circumstances, we could 
support addressing the MA payment issue in this manner. 
 
We appreciate the HSCRC’s consideration of our outlined parameters, which included: 
 

- Dual Eligible Special Needs Plans (D-SNP) would be assigned a 24.4% differential, 
beginning January 1, 2022, and all payers, including governmental, would absorb that 
impact. 

- Other MA Plans would be assigned a 16% differential, beginning January 1, 2022, and 
all payers, including governmental, would absorb that impact. 

- HSCRC should commit to unwinding the 25% temporary room and board cost shift to other 
rate centers.  

 
The Staff’s recommendation does not differentiate between D-SNP and MA plans and 
recommends a 16.88% differential for both.  Staff also recommends an effective date of January 
1, 2022 with an end date of December 31, 2024.  Staff did not address the temporary room and 
board cost shift in their recommendation. 
 
We understand that seniors in Maryland deserve access to supplemental benefits and zero-
premium plans that are offered more broadly in other states by high quality MA plans.  We also 
agree that the Medicare FFS’ high payment rates across Maryland make it difficult for MA plans 
to flourish and temporary intervention is needed.  We believe long-term, permanent solutions 
should be seriously pursued with CMS to acknowledge the impact of Maryland’s All-Payer system.  
In the meantime, we are supportive of this modest adjustment to the payer differential, so long as 
it is approved with adequate time to be incorporated in MA plan bids.   
 



CareFirst BlueCross BlueShield is an independent licensee of the Blue Cross and Blue Shield Association. ® Registered trademark of the  
Blue Cross and Blue Shield Association. ®´ Registered trademark of CareFirst of Maryland, Inc.  

We urge the HSCRC to pursue long-term, permanent solutions that would take effect with the 
next phase of the Waiver, which would take effect January 1, 2025.  By then, a new set of terms 
will have been agreed upon with CMS and the goal should be to have a permanent solution to 
MA incorporated therein.   
 
Finally, also in the interest of rate integrity, we request a detailed plan from HSCRC on how the 
25% room and board cost shift that has increased outpatient hospital rates for eight years will be 
addressed.      
 
Again, we thank you for this opportunity to share our thoughts regarding the MA Payment 
Differential.  We look forward to continued collaboration as this evolves. 
     
 
Sincerely, 

 
Maria Harris Tildon 
 
 
Attachment 
 
 
Cc: Joseph Antos, Ph.D., Vice Chairman 
 Victoria Bayless 
 Stacia Cohen, R.N. 
 John Colmers 
 James N. Elliott, M.D. 
 Sam Malhotra 
 Katie Wunderlich, Executive Director 
  



 
March 24, 2021 

 

 

Adam Kane, Esq. 

Chairman 

Health Services Cost Review Commission 

4160 Patterson Avenue 

Baltimore, Maryland 21215 

 

Dear Chairman Kane,  

 

On behalf of the Johns Hopkins Health System (JHHS), thank you for the opportunity to provide 

input on the draft recommendation on the payer differential for Medicare Advantage. JHHS 

supports the recommendation proposed by the Health Services Cost Review Commission (HSCRC), 

which would increase the public payer differential for Medicare Advantage (MA) plans in Maryland 

from January 1, 2022 until December 31, 2024. In doing so, the State would better align the MA 

rate-setting methodology with Maryland’s all-payer hospital rate-setting system, and would increase 

both access and options for seniors and dual eligible individuals.  

 

Johns Hopkins HealthCare (JHHC) was established in 1995 as the managed care and health services 

business of Johns Hopkins Medicine. JHHC is now a $3 billion business serving over 700,000 lives, 

including 330,000 Medicaid and 21,000 Medicare Advantage beneficiaries in the state of Maryland. 

JHHS appreciates the efforts of the HSCRC to design a solution that is both budget neutral and 

improves access to care for high-risk Marylanders through Medicare Advantage. As the HSCRC has 

highlighted, this recommendation would likely attract more MA investment in the State, creating 

more affordable and coordinated care for beneficiaries. JHHS would like to note the following in 

support of this proposal: 

The Affordable Care Act (ACA) mandated revisions to the MA methodology that did not 

account for the unique differences in Maryland’s rate-setting, and MA plans face a 

disadvantage in the market as a result. Due to these challenges, seniors and dual-eligible 

Marylanders disproportionately lack access to MA plans and affordable care. 

As JHHS frequently notes, the foundation and uniqueness of the Maryland model is its All-Payor 

nature. When the ACA methodology was implemented in 2017, there was no adjustment for the 

misalignment between how MA benchmarks are set and how Maryland rates are set. Nationally, MA 

options are becoming an increasingly popular and affordable option, with nearly a 40% penetration 

rate. However, at only 13%, Maryland’s MA penetration rate is the third lowest in the country. As 

several MA plans have either exited the market or reduced their product offerings, twelve Maryland 

https://www.google.com/url?sa=i&url=http://photography.jhu.edu/index.php/hopkins-logos/&psig=AOvVaw3Vtus3W5EG_NbzF5R-SfVo&ust=1582322058042000&source=images&cd=vfe&ved=0CAIQjRxqFwoTCIjO2JaP4ecCFQAAAAAdAAAAABAD
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counties find themselves with only one or no MA options for beneficiaries. Without intervention, 

JHHS is concerned that these trends towards decreased access and MA options will continue. 

 

Recognizing the challenges that Maryland MA plans face, the HSCRC has implemented 

short-term solutions through grants made available to hospitals in partnership with MA 

plans. While this is an important step in the right direction, there is a need for a more 

sustainable, longer-term solution. 

Beginning in March 2020, the HSCRC began the two-year Medicare Advantage Partnership (MAP) 

Grant Program to provide $100 million over FY20 and FY21. Hospitals and MA plans partnered to 

apply for funding and create activities to maintain and improve access and quality in the MA market. 

While the MAP grant was hugely important as an interim strategy, JHHS believes a more sustainable 

solution that considers the methodology misalignment and payment inconsistencies is necessary. 

 

This proposal would allow for greater access to care for high-risk populations while 

remaining budget-neutral and allowing the State to remain on track to maintain or exceed 

the TCOC savings target. 

JHHS values the HSCRC’s continued efforts and active collaboration as the State strives to meet or 

exceed savings of $300 million in CY 2023 under the TCOC model. The HSCRC’s projections 

demonstrate that under this proposal, the Model would still achieve these savings, and because the 

recommendation is budget-neutral, the proposal would not change the savings target. As mentioned 

above, a longer-term solution is needed as more MA plans exit the market and access for seniors and 

dual-eligibles decreases; this proposal would allow the State to examine the results of this approach 

and determine whether this might be a sustainable solution in the next phase of the TCOC model 

beginning in 2024.   

 

The HSCRC should be applauded for their diligent work to create this proposal that ultimately 

supports the overall goals of the TCOC Model by limiting cost, improving population health, and 

providing greater access and choice to beneficiaries in Maryland. JHHS strongly supports this 

recommendation, and hopes that this proposal can be quickly approved to allow plans enough time 

for benefit design and MA bids. We look forward to continued engagement and collaboration on 

this important issue. 

 

 

Sincerely,  

Nicki Sandusky McCann, Esq 

Vice President, Provider/Payer Transformation 

Johns Hopkins Health System 

 

cc:  Joseph Antos, Ph.D., Vice Chairman John M. Colmers  
Victoria W. Bayless James Elliott, MD 
Stacia Cohen, RN Sam Maholtra 
Katie Wunderlich, Executive Director  
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Kaiser Foundation Health Plan of the Mid-Atlantic States, Inc 
2101 East Jefferson Street 
Rockville, Maryland 20852

March 24, 2021 

Katie Wunderlich 
Executive Director 
Health Services Cost Review Commission 
750 E. Pratt Street 
Baltimore, MD 21202 

Submitted electronically via latonya.hamilton@maryland.gov

RE: Draft Recommendation on Payer Differential for Medicare Advantage

Dear Ms. Wunderlich: 

Kaiser Permanente appreciates the opportunity to comment on the HSCRC’s draft 
recommendation on a payer differential for Medicare Advantage.  

Kaiser Permanente is the largest private integrated health care delivery system in the 
United States, delivering health care to over 12 million members in eight states and the 
District of Columbia.1 Kaiser Permanente of the Mid-Atlantic States, which operates in 
Maryland, provides and coordinates complete health care services for approximately 
775,000 members. In Maryland, we deliver care to over 450,000 members. KP’s Mid-
Atlantic Medicare Advantage plan, which serves over 46,000 Maryland residents in 11 
counties, has a 5-star rating and was one of 21 plans (out of 818 nationwide) that 
received CMS’ High Performing Indicator for 2021.2

Kaiser Permanente agrees that a payer differential specific to Medicare Advantage has 
the potential to better align the State’s all-payer hospital rate setting system with the 
Medicare Advantage rate setting methodology.  Eligible Marylanders may benefit from 
possible enhancements in the market such as access to choice, enhanced benefit 
offerings, and competition that could be created through a more robust MA market. 
However, we are cognizant that the proposal shifts costs to other parts of the market 
and want to ensure that any proposal does not materially impact the ability of 
Marylanders with other health care coverage to receive high quality, affordable care.  

The draft recommendation notes that in CY 2024, Maryland is scheduled to begin 
working on the next iteration of the Total Cost of Care Model, and before that time, 
HSCRC staff should complete an analysis of the Medicare Advantage market to 

1 Kaiser Permanente comprises Kaiser Foundation Health Plan, Inc., the nation’s largest not-for-profit health plan, 
and its health plan subsidiaries outside California and Hawaii; the not-for-profit Kaiser Foundation Hospitals, which 
operates 39 hospitals and over 650 other clinical facilities; and the Permanente Medical Groups, self-governed 
physician group practices that exclusively contract with Kaiser Foundation Health Plan and its health plan subsidiaries 
to meet the health needs of Kaiser Permanente’s members.  
2 CMS Star Ratings Fact Sheet, https://www.cms.gov/files/document/2021starratingsfactsheet-10-13-2020.pdf
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consider potentially incorporating MA-enrolled beneficiaries into the TCOC Model. 
Kaiser Permanente supports exploring this option and would appreciate the opportunity 
to work with the HSCRC on the analysis.  

Thank you for the opportunity to comment. Please feel free to contact Allison Taylor at 
Allison.W.Taylor@kp.org or (202) 924-7496 with questions. 

Sincerely,  

Ruth Williams-Brinkley 
Regional President 
Kaiser Foundation Health Plan of Mid-Atlantic States, Inc. 



  

 

 
March 23, 2021 
 
Katie Wunderlich, Executive Director 
Health Services Cost Review Commission (HSCRC)  
The State of Maryland  
4160 Patterson Avenue  
Baltimore, Maryland 21215 
 
cc:  John M. Colmers, Chairman, HSCRC  

Chris Konsowski, Chief, Hospital Rate Regulation, HSCRC  
 
Dear Director Wunderlich:  
 
UnitedHealth Group is a highly diversified health and well-being company dedicated to helping people 
live healthier lives and helping make the health system work better for everyone.  In Maryland, 
UnitedHealth Group employs more than 3,200 people and serves over 810,000 members across our 
Medicare Advantage, Medicare Supplement, Part D, Medicaid and individual and group commercial 
insurance products.  We support HSCRC’s interest in adjusting the payer differential for Medicare 
Advantage (MA) plans from 7.7% to 16.88% to promote increased access to MA plans for Medicare-
eligible Marylanders.  We also suggest a January 1, 2023 implementation date for the proposed change, 
to allow health plans adequate time to incorporate the impact of the change in product offerings across 
Medicare, Medicaid and commercial lines of business.   
 
Medicare Advantage provides beneficiaries with high-quality care, financial savings and security, and 
more robust benefits than traditional Medicare fee-for-service (FFS).  Nationally, MA members had a 
40% lower rate of avoidable hospitalizations for chronic conditions than FFS beneficiaries due to the 
engagement of members in tailored disease management programs, service coordination, and 
increased in-home resources.  Across the industry, MA has a 10% higher preventive screening rate than 
FFS Medicare for health conditions like depression, breast cancer, prostate cancer, and fall risk.   
 
As the HSCRC is aware, nationally, 41% of Medicare beneficiaries choose MA plans for their coverage.  In 
Maryland, only 15% of total Medicare-eligible individuals participate in MA.   Historically, the Maryland 
hospital rate setting model combined with CMS’ MA pricing methodology, have stalled development of 
a strong MA marketplace.  By expanding the differential between commercial and MA plans from 7.7% 
to 16.88%, MA plans would have greater opportunity to serve the market and offer Maryland Medicare 
beneficiaries a more robust set of benefits and services.  
 
While we are very supportive of the HSCRC’s proposed policy change to increase Medicare Advantage 
competition and participation in Maryland, we recommend that HSCRC consider delaying 
implementation until January 1, 2023.  Currently, MA plans are in the process of filing bids to CMS for 
the 2022 plan year.  The HSCRC’s policy change will likely not be finalized before the MA deadline to 
submit bids to CMS.  This proposal, while welcome, would impact plans’ bid strategies , and the benefits 
available to beneficiaries, introducing uncertainty in the market in 2022.  The HSCRC will realize the full 
benefit of this policy change if they allow plans the opportunity to understand and respond to the policy 
with a full bid cycle. This is particularly important given that HSCRC has proposed that differential 
increase will only be in effect for a three-year period.    
 



This proposal is not without impact to commercial and Medicaid plans. The HSCRC calculates this 
proposal would increase commercial and Medicaid rates by 0.5%.  As a participant in the commercial 
market across group and individual products in Maryland, our request delaying implementation to 
January 1, 2023 will allow for planning for the increased differential in our business strategy.    
 
UnitedHealthcare is also a participant in the HealthChoice program.  Delaying implementation to 
January 1, 2023 will allow for planning in collaboration with the Maryland Department of Health to 
assure that the increased differential will be incorporated in the Medicaid MCO capitation rate setting 
process to ensure actuarial soundness and support sustainability and stability of the HealthChoice 
Program.  
 
We welcome opportunity for additional dialogue with you to encourage a more robust Medicare 
Advantage marketplace for Marylanders.  Thank you for the opportunity to provide feedback to this 
proposal.  
 
Sincerely,  
 
 
 
 

 
Kathlyn Wee    
CEO, UnitedHealthcare  
Community Plan of Maryland 

Joseph Ochipinti     
CEO, UnitedHealthcare of the Mid-Atlantic 

 



 

 

March 24, 2021  

 

VIA ELECTRONIC SUBMISSION  

 

Adam Kane 

Chairman  

Health Services Cost Review Commission 

4160 Patterson Avenue   

Baltimore, MD 21215 

 

Dear Chairman Kane: 

On behalf of the Coalition on Improving Access to Medicare Advantage in Maryland (Maryland 

+Coalition), we support the Health Services Cost Review Commission (HSCRC) proposal to 

increase the public payer differential for Medicare Advantage (MA). The proposal would address 

unintended interactions between Maryland’s unique Total Cost of Care (TCOC) Model and the 

national MA benchmark-setting methodology. We encourage the HSCRC to approve the proposal 

during the April 14, 2021 meeting.    

The Maryland+Coalition represents Maryland-based MA plans, including provider-sponsored 

plans offered by John Hopkins. The HSCRC has identified concerns based on Maryland’s low MA 

penetration rate relative to other states. Hovering around 16 percent, Maryland’s MA penetration 

rate is  the fifth lowest in the country and lags far behind the nearly 40 percent average national 

penetration rate.1 Nationally, more Medicare beneficiaries are choosing MA plans, whereas several 

MA plans in Maryland have exited the market or reduced product offerings. Lack of access to MA 

options in Maryland cuts seniors off from high-value coverage choices that are increasingly 

popular in other states as seniors seek out affordable care.      

Low-income Marylanders are also disadvantaged. Based on projections conducted by the 

Maryland+Coalition, if MA penetration in Maryland increases to 22 percent – approximately half 

of the national average – dual eligible MA enrollment would increase from 12 to 31 percent. This 

represents over 16,000 dual eligible individuals moving from traditional Medicare FFS to MA in 

Maryland, allowing more vulnerable, low-income seniors to have access to valuable extra benefits 

and lower costs. Our projections also show this shift would provide $11 million in additional 

savings for the TCOC Model. Further, only eight percent of individuals in Maryland are enrolled 

in zero premium MA plans, whereas approximately 53 percent of individuals are enrolled in zero 

premium plans across the country.   

The decline in MA and in beneficiary coverage choice is largely due to the phase in of MA payment 

methodology changes mandated by the Affordable Care Act (ACA), completed in 2017, which did 

not account for the unique circumstances created by Maryland’s TCOC Model. The ACA required 

 
1 Meredith Freed, Anthony Damico, and Tricia Neuman. A Dozen Facts About Medicare Advantage in 2020. January 
13, 2021. Accessible here: https://www.kff.org/medicare/issue-brief/a-dozen-facts-about-medicare-advantage-in-
2020/#:~:text=In%202020%2C%20nearly%20four%20in,time%20since%20the%20early%202000s.  



 

 

MA benchmarks to be calculated as a variable percentage of Medicare fee-for-service (FFS) 

spending such that plans are incentivized to negotiate lower prices where FFS spending is 

relatively high, including in Maryland. Under the TCOC Model, however, plans are unable to 

negotiate for savings with hospitals because the HSCRC sets payment rates for all payers, 

including Medicare FFS and MA. This unique situation makes it difficult to operate an MA plan 

in Maryland.  

The HSCRC’s proposal leverages existing tools under the TCOC Model to improve access to MA 

coverage. The TCOC Model allows government payers to be afforded a lower payment rate. 

HSCRC’s proposal would increase the public payer differential for MA plans, which would result 

in $75 million in annual savings to MA plans, funded by all other payers. The MA differential 

under HSCRC’s proposal would be approximately 16.88 percent (increased from the current 7.7 

percent) from January 1, 2022 to December 31, 2024. This would effectively adjust MA rates to 

what they would be but for the effect of the hospital rates set under the TCOC Model (as opposed 

to Medicare FFS rates outside of the model). Importantly, this proposal would maintain the TCOC 

spending targets under the State’s agreement with the Centers for Medicare & Medicaid Services 

(CMS). It also provides a bridge for the state to identify a more elegant solution to this issue in the 

context of the next phase of the waiver. 

In addition to expanding coverage choices for seniors, we believe an increased MA presence would 

drive efficiencies into the state’s health care system. By delivering care through a capitated 

payment system, MA plans are incentivized to provide the highest quality care while maintaining 

low costs. Greater managed care penetration can improve care coordination, provide wrap around 

services, and align care for high-risk seniors throughout health care systems. Increased Medicare 

managed care penetration has also been shown to drive down hospital utilization costs.2  

In 2024, Maryland and CMS are scheduled to begin working on the newest iteration of the TCOC 

Model. Increasing the MA differential during 2022-2024 as proposed will create the opportunity 

for data collection on the effects of improved access to MA, which will inform Maryland’s work 

with CMS to determine the best path forward to incorporate MA into the TCOC Model 

permanently.  

We hope the HSCRC Commissioners and CMS will approve the proposal in order to allow 

Maryland MA plans to account for the new proposal in decision making for the 2022 MA plan 

year. Our member companies are currently working on developing plans for 2022 and need 

adequate time to account for the differential change before filing MA bids in early June.  

Thank you for the opportunity to provide comments for the HSCRC’s proposal. It leverages the 

tools provided under the TCOC Model to increase MA options that will benefit Maryland seniors 

and the dual eligible population without threatening TCOC Model savings targets. We appreciate 

the HSCRC’s work and offer any assistance we can provide to the HSCRC Commissioners.     

 
2 Katherine Baicker, Michael Chernew, Jacob Robbins. The Spillover Effects of Medicare Managed Care: Medicare 
Advantage and Hospital Utilization. May 2013. Available at 
https://www.nber.org/system/files/working_papers/w19070/w19070.pdf  



 

 

Sincerely,  

 

                                               
                                              

Tom Kowalczyk                                                  Michelle Lee                                                                  

Cigna HealthSpring                                             University of Maryland Medical System      

 

 

                               
James P. Holland                                                Maria Harris Tildon                                       

Johns Hopkins HealthCare                                 CareFirst BlueCross BlueShield  

 

 

 

 

 

 

    



   

 

900 Elkridge Landing Road                        Finance Shared Services 
4th Floor East 
Linthicum Heights, Maryland  21090 
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March 24, 2021 

 

RE:   Staff Recommendation on Payer Differential for Medicare Advantage 

Katie Wunderlich 

Executive Director 

Health Services Cost Review Commission 

4160 Patterson Avenue 

Baltimore, MD 21215 

 

Dear Katie: 

On behalf of the University of Maryland Medical System (UMMS), representing 15 

acute care hospitals and health care facilities, we are submitting comments in 

response to the Health Services Cost Review Commission's (“HSCRC”) Draft 

Recommendation on Payer Differential for Medicare Advantage. 

UMMS agrees with the draft recommendation to increase the payer differential for 

Medicare Advantage payers from 7.7% to 16.88%.  We believe Medicare 

Advantage plans offer unique benefits and it is important for the citizens of 

Maryland to have the same access to these benefits as do the citizens of other states.  

In addition, we believe Maryland’s unique system should not be a hindrance but 

instead, should encourage the growth of these plans in the state. 

UMMS believes it will be important to monitor and understand the impact of this 

change in the payer differential in order to assess the success of this initiative as we 

move forward into the next iteration of the Total Cost of Care (TCOC) model.  

UMMS, therefore, agrees with the staff’s plan to analyze the Medicare market 

toward the end of this initiative in order to determine the best path forward from 

that point. 

 

http://www.umms.org/
http://www.umms.org/


Katie Wunderlich 
March 24, 2021 
Page 2 
 
 
 
 
 

 
 

We appreciate the HSCRC’s work and thank you for the opportunity to provide 

feedback.   

Sincerely, 

 

Alicia Cunningham 

Senior Vice President, Corporate Finance & Revenue Advisory Services 

 

 

 

 

 

 

 

cc:  
Adam Kane, Chairman Stacia Cohen, RN, MBA, Commissioner 
Joseph Antos, PhD, Commissioner Sam Malhotra, Commissioner 
Victoria Bayless, Commissioner Mohan Suntha, MD, UMMS CEO 
James Elliott, MD, Commissioner Michelle Lee, UMMS CFO 
John Colmers, Commissioner  
  
  

ACUNNING
Darker signature
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