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A. Introduction 
The Hospital Care Improvement Program (HCIP) seeks to align Maryland hospitals’ payment incentives 
with that of eligible physicians. The program is intended to improve inpatient medical and surgical 
services delivery, support effective transitions of care, and support effective delivery of care during 
acute care events even beyond hospital walls, with a focus of maintaining and improving the quality of 
care. The program will share cost savings with physicians that manage inpatient resources efficiently. 
Though the program focuses on reducing avoidable utilization, the byproduct is reduced cost per acute 
care event.  
The Hospital Care Improvement Program will also focus on the efficient use of resources. Efficient 
resource management examples include implementing more efficient practice patterns to discharge 
patients in a timely manner, using generic drugs wherever warranted, and using critical care beds (e.g. 
ICU and CCU beds) and operating rooms effectively. Even further, physicians assisting with post 
discharge responsibilities – follow up appointments, coordination with skilled nursing care, use of home 
care – will be more likely to discharge patients efficiently, reducing length of stay, and possibly 
preventing future readmissions and re-encounters. 
The program is designed to: 

 Improve inpatient medical and surgical services delivery 
 Provide effective transitions of care 
 Ensure an effective delivery of care during acute care events even beyond hospital walls 
 Encourages the efficient management of inpatient resources 
 Reduces avoidable utilization with a byproduct of reduced cost per acute care event 

B. Components of the Program 
The Hospital Care Improvement Program consists of two major components: 1) Care Redesign 
Interventions with supporting data and 2) Incentive Payments.  In order to participate in the program, 
and thereby gaining access to the associated waivers and Medicare data, hospitals must develop and 
deploy meaningful Care Redesign Interventions and may also establish provider-specific financial 
incentives, as defined in this Program Template.  

1. Care Redesign Interventions (Required) 
Care Redesign Interventions allows the hospitals to use data as well as best evidence based 
practices to impact the processes being used in the hospital. There are seven approved care 
redesign categories that a hospital may choose to implement interventions under. The hospital 
can choose how many interventions they will enact within some or all categories.  Further detail 
on the interventions is included in Section C.  

2. Incentive Payments paid to Hospital-Based Physicians (Optional) 
Incentive payments are a tool in Maryland’s Care Redesign Model. Hospitals may share cash 
incentive payments based on positive financial results, with eligible hospital based providers 
who are reducing internal costs through a reduction in unnecessary utilization and resources, 
efficient practice patterns, and improved quality.  The Incentive Payments are designed to 
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enhance participation in the implementation of new evidence based care redesign processes 
and programs. No physician will receive any Incentive Payment generated by any cost savings 
unless the physician performs the approved activities and satisfies required quality metrics.  At a 
minimum, the Health Services Cost Review Commission (HSCRC) or its third party designee will 
determine the “Responsible Physician” – i.e. the physician most responsible for inpatient 
resource utilization decisions identified directly from the Uniform Bill – and calculate the 
internal cost savings attributed to admissions overseen by the Responsible Physician. Incentive 
Payments to the Responsible Physician, the Care Partner for the HCIP, will be calculated utilizing 
the AMS PBIS® or similar methodology tool reflecting financial performance.  A uniform 
methodology will be used across all participating providers.  More details on the Hospital Care 
Improvement program Incentive Payments can be found in section G.  

C. Care Redesign Interventions 
Care Redesign Interventions are activities and resources the hospital will develop for implementation in 
hospital based care. Hospitals may select one, multiple or all of the Care Redesign Interventions. 
Allowable Care Redesign Interventions provided by the hospital for this program include, but are not 
limited to, the following: 

Category of Allowable Activity Hospital Interventions 
Care Coordination  Medication reconciliation forms completed per protocol 

 After Hospital Discharge Plans are completed and reviewed with 
the patient and caregivers before discharge 

 Patients with a high risk of readmission are identified, per 
protocols, and subsequently connected with transitions of care 
services 

 Other evidence-based, reliable and valid intervention  
Discharge Planning  Follow-up appointments for high-risk patients are scheduled 

before hospital discharge 
 Bedside delivery of discharge medications (for new or high risk 

medications) 
 Other evidence-based, reliable and valid intervention  

Clinical Care  Core compliance activities are completed, including documenting 
core measures, using evidence-based order sets, and 
documenting the rationale behind diversions. 

 Heart failure activities are completed, such as giving heart failure 
patients ACE Inhibitor or ARB for Left Ventricular Systolic 
Dysfunction (LVSD) and documenting evaluation of LV systolic 
function. 

 Surgical improvement activities are completed, including 
compliance with requirements for surgery registry and compliance 
with pre-surgery safety checklists, including surgical markings. 

 Other evidence-based, reliable and valid intervention  
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Category of Allowable Activity Hospital Interventions 
Patient Safety 
 

 Medication error prevention and general harm prevention 
activities are completed, including self-reporting adverse events 
to appropriate departments in a timely manner, using appropriate 
risk assessment tools to identify patients at-risk for falling, and 
implementing appropriate interventions for the at-risk patients.  

 Infection and sepsis prevention activities are completed, including 
adhering to sepsis treatment protocols and checklists and 
complying with universal infection prevention protocols, including 
hand hygiene.  

 Other evidence-based, reliable and valid intervention 
Patient and Caregiver 
Experience 
 

 Advanced directives obtained per protocol 
 Maryland MOLST compliance documented per protocol 
 Interdisciplinary palliative care consults and interventions 

completed per protocol 
 Comprehensive, individualized patient/family education 

(considering health literacy, preferred method of education), use 
of Teach Back 

 Other evidence-based, reliable and valid intervention  
Population Health  High blood pressure counseling and treatment are completed. 

 Obesity counseling and treatment are completed.  
 Vaccination status is addressed and needed vaccinations are 

administered to patients.  
 Other evidence-based, reliable and valid intervention  

Efficiency and Cost Reduction 
 

 Procedures and patient flow activities are completed in a timely 
manner, including writing discharge orders by the hospital goal 
time (e.g. noon), and reducing median time from Emergency 
Department arrival to departure or admission to a bed. 

D. Additional Hospital Requirements 
i. Hospital Responsibility - Health information technology (HIT) 

The hospital must support a health information technology system to track quality measures. This may 
be done at the hospital or through use of CRISP.  The hospital must use the HCIP methodology to track 
internal costs, quality performance, and changes in care that can be attributed to actions taken by 
practitioners that will be used to inform incentive payment decisions. The methodology relies on 
inpatient hospital discharge claims data for all inpatient cases, including observation cases greater than 
24 hours. The system used to track changes in payment, cost, and quality has the capacity to identify the 
cost savings achieved per beneficiary; identify the providers furnishing care to beneficiaries and the 
quality of that care; and compare the costs and quality of that care to benchmarks, established baselines 
and best practices norms.  
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ii. Hospital Responsibility – Physician Identification  
A Responsible Physician (RP) is defined as the physician most responsible for resource utilization while 
the patient is hospitalized.  The identity of the RP is determined from the two physician fields on the 
Medicare claims form: 

Attending Physician     UB-04 Form Locator 76 
Operating Physician     UB-04 Form Locator 77 

iii. Hospital Responsibility – Monitoring and Program Status Reporting 
Hospitals are responsible for the overall operations of the program. Participant hospitals will be required 
to collect and submit the following metrics on a regular basis and at the end of each Performance Year. 
This report, the “Hospital Annual Report” (outlined in the Participation Agreement), will be submitted to 
the HSCRC for its annual evaluation of the HCIP. 

 Required Metrics 
Physician Enrollment and Activities   Number of physicians participating in the program, including number of cases 

 Total incentives paid per 6 month performance period  
Hospital Utilization, Efficiency and Care Redesign Impact  

 30 day readmission rates  
 30 day emergency room visit rates post discharge  
 Average LOS  
 Total Internal Cost Savings  

Patient Safety and Patient Satisfaction   Mortality Rates 
 Potentially Preventable Complications  
 HCAHPS Scores –Communication with Physicians, Discharge Instructions, and Care Transitions   

 
The third party administrator, designated by the HSCRC, provides detailed physician dashboards semi-
annually which will compare physician-specific resource utilization compared to Best Practice Norms as 
well as calculate incentive information based on financial performance and identify where there are 
opportunities for improvement. In addition to the dashboard, a detailed physician report will be 
provided semi-annually to include summary information as well as detailed case information. See 
example dashboard and physician report below. The hospital will be responsible for generating quality 
reports on care redesign as well as physician-specific quality performance on the activities that are used 
as conditions of Incentive Payments on a semi-annual basis. The Oversight Committee will review 
hospital performance to track care activity against the goals. Preliminary calculations of the incentive 
pool should also be included. All participating hospitals, to the extent practicable, will use a standard 
reporting template.   
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SAMPLE DASHBOARD 
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SAMPLE PHYSICIAN REPORT 
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SAMPLE QUALITY REPORT 

 
E. Responsible Physician Requirements  

i. Responsible Physician – Eligibility to Participate  
The program is open to all hospital-based physicians on a voluntary basis who satisfy the following 
eligibility requirements.  Physicians must be on staff for a minimum of twelve (12) months to be eligible 
for participation; Physicians must maintain their credentials in good standing at the participating 
hospital.  Physicians must have at least 10 cases to the hospital during the 12-month period immediately 
preceding the date of election to participate in HCIP.  They must participate in the hospital’s quality 
program.   
Physicians who admit patients exclusively to the hospital are eligible to receive the full Incentive 
Payment. A physician may participate in multiple hospital’s HCIP; however, physicians with dual 
admitting privileges will be capped at their prior year patient volume at the hospital for incentives they 
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are able to receive. Dual privileged physicians that increase their total volume of admissions during the 
payment period may receive incentives up to the proportion of admissions at the hospital in the 
previous year. Eligibility requirements and the physician enrollment form, are included in the physician 
handbook which will serve as the HCIP Care Partner Agreement. 
Each Hospital-based Physician must meet, at a minimum, the following requirements:   

1. The physician must have a National Provider Identifier and not be a Regulated Maryland 
Hospital; 

2. The physician must have privileges to provide professional services at the Regulated Maryland 
Hospital; and 

3. The physician must participate in the Medicare program, or if not applicable for the provider’s 
specialty, in the Medicaid program 

F. Incentive Methodology:  Hospital Based Physician Incentives, Incentive Pool Development and Total Cost of Care Guardrails 
Participating hospital providers must complete a set of activities in order for Incentive Payments to be 
paid. These could include: 

 Discharge planning aimed at reducing readmission 
 Performing clinical care according to evidence-based practices 
 Participating in patient safety programs such as self-reporting errors 
 Completing activities to promote patient experience and population health improvement 
 Improved use of resources such as ICU beds and certain supplies or medications  

The incentive pool from which the hospital-based physicians are paid must be funded by actual 
reductions in avoidable utilization and savings in costs related to the above activities.  It is derived from 
the savings driven by reduced costs for acute care events including the efficiency of admissions, 
reductions in readmissions and reduced costs by other providers involved in the acute care event.  The 
money comes from the hospital budget.  
A Total Cost of Care “Guardrail” (TCOC Guardrail) must be met in order for incentives to be paid. This 
ensures that reductions in potentially avoidable utilization are not achieved by shifting care/costs to 
other settings such as post-acute care and internal cost savings are not compromising quality of care. If 
a hospital’s care redesign programs increase the TCOC beyond the benchmark or do not meet the 
quality standards, Incentive Payments to physicians will be limited or may not be allowed at all.  
This TCOC Guardrail will ensure that the Medicare Trust Fund and other insurers in Maryland do not 
support inappropriate cost shifting but instead incentivize providers to engage in activities that benefit 
patient health, increase quality, and improve outcomes.  

i. Methodology for Physician Incentive   
The HCIP program will, on a semi-annual basis, reward physicians who reduce internal costs through a 
reduction in unnecessary utilization and resources, efficient practice patterns, and improved quality. At 
a minimum, the State will determine the “Responsible Physician” – i.e. the physician most responsible 
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for inpatient resource utilization decisions identified directly from the Uniform Bill – and calculate the 
internal cost savings attributed to admissions overseen by the Responsible Physician. Incentive 
Payments to the Responsible Physician for the HCIP will be calculated by the State utilizing the AMS 
PBIS® or similar methodology tool reflecting financial performance.  
Determining Total Available Incentive 
The opportunity for savings (Best Practice Variance) is determined by computing the difference between 
the Best Practice Norm and the actual costs for each admission. The total available incentive (Total 
Available Incentive) is computed by taking 10% of the Best Practice Variance across all hospitals in the 
region for each APR DRG (and for each severity level within the APR DRG) for which a Best Practice Norm 
is established. The resulting amount by APR DRG is the Maximum Physician Incentive (Maximum 
Physician Incentive or MPI). The Hospital may elect to have these amounts adjusted so that the MPI is 
never less than $100 per case or more than $3,000 per case. This and other payment decisions will be 
independently established by the Hospital, subject to the overall constraints of the Incentive Program. 
Apportioning the Maximum Physician Incentive between Performance and Improvement 
The calculated Incentive Payment includes two components – performance and improvement.  
Performance is defined as each physician’s cost per case, adjusted for case mix and severity of illness 
(SOI), compared to the Best Practice Norm. Improvement is defined as each physician’s Prior Year 
performance compared to his or her actual performance during the relevant Performance Year (i.e., the 
Current Year). The two incentive formulae were developed to balance two objectives: encourage 
Improvement while, at the same time, recognize the achievement of physicians (and institutions) that 
enter the Program already performing efficiently.  An overarching goal was to implement a system of 
incentives that would encourage good Performance, while promoting continued improvement for the 
institution.  The savings is equal in value whether it comes from a physician that improves, or one that is 
already efficient. 
The Improvement Incentive is transitional; the objective of the Program is to reach 100% Performance.  
Rather than continuing to pay inefficient physicians to improve, the most desirable result is for each 
physician to reach the Best Practice Norm, and to maintain that level of Performance.  (As a practical 
matter, the Performance Incentive is designed to continue to encourage Improvement since attaining 
perfection, however desirable, is unlikely.) However, it is understood that Improvement is the higher 
priority in the initial year(s) of the Program.  Accordingly, the allocation between Improvement and 
Performance for each Hospital is weighted initially 2/3 Improvement, 1/3 Performance.  The Oversight 
Committee at each institution has the flexibility to change this allocation.  This enables each institution 
to respond to the progress and the conditions unique to its own situation.  Generally change is not 
recommended until data is received and analyzed following the conclusion of the first year of the 
Program – i.e., two Incentive Payment periods. The methodology was designed to be flexible; but it also 
assures that regardless of the allocation, incentives are paid only on cases that either compare favorably 
to the Best Practice Norm, or have improved since the Prior Year.  Incentives are only paid on cases that 
have savings. 
The Oversight Committee may also impose other conditions to balance the objectives of the Incentive 
Program in light of unique circumstances at the Hospital. 
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Performance Incentive Formula 
The Performance Incentive is intended to provide a positive example by rewarding demonstrated levels 
of performance. Accordingly, RPs will receive Incentive Payments in proportion to the relationship 
between their individual performance and the Best Practice Norm. A non-linear distribution formula is 
used to assure that the relationship to the Best Practice Norm among physicians is both fair and 
proportionate. This computation is the same for surgical and medical cases. An equation illustrating the 
computation of Performance Incentives for individual RPs is as follows: 
 75th Percentile Cost - Physician's Actual Cost 

75th Percentile Cost - Best Practice Cost 
X 

Maximum Performance Incentive 
This computation is performed at the case level for each admission. Payment for the Performance 
Incentive is made to all physicians except the 25% of physicians with the highest cost. 
Improvement Incentive Formula 
The Improvement Incentive is intended to encourage change in behavior that results in more efficient 
performance while improving the quality of care delivered. For surgery and medicine, Improvement 
Incentive Payments are made unless an individual physician does not demonstrate measurable 
improvement in operational performance. However, because physicians who admit medical cases may 
be forced to sacrifice professional income to achieve Program objectives, the methodology for the 
Improvement Incentive is slightly different. 
The Improvement Incentive formulae for medical and surgical RPs are as follows: 
For Medical RPs: 

Prior Year Case-Mix Adjusted ALOS—Current  
Year Case-Mix Adjusted ALOS1 

X 
Per Diem 

X 
Current Year Admissions 

 
  

                                                           
1 Because an individual physician or surgeon is unlikely to treat patients with the identical case-mix and levels of severity in the Prior Year and in the Current Year, the adjustment made to facilitate the comparison are a physician-specific case-mix/SOI index for the Prior Year and the Current Year. 
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For Surgical RPs: 
Prior Year Case-Mix Adjusted Cost—Current  

Year Case-Mix Adjusted Cost 
 

Xth Percentile Base Year Cost2—Best Practice  
Cost  

X 
Case Mix Adjusted Maximum 

Improvement Incentive 
X 

Current Year Admissions 
 

 This methodology will be uniform across all participating hospitals. For each APR DRG there is a 
maximum physician incentive established. Payments to individual physicians may not exceed 25% (or 
lower percentage depending on program and limits approved by the Oversight Committee of the total 
Medicare approved amounts under the Physician Fee Schedule (PFS) for services furnished to the 
participant hospital’s Medicare beneficiaries by that participating physician. Incentives related to 
individual cases may not be paid for exceeding BPN established by the program. The resulting calculated 
incentive may be adjusted based on the performance on specific quality measures selected by the 
Oversight Committee. Prior to the start of the performance period the Oversight Committee will 
determine the weights for conditions of payment which must equal 100%. 
No physician will receive any Incentive Payment generated by any cost savings unless the physician 
performs the approved activities and satisfies required quality metrics.  
  

                                                           
2 Percentile will be set to eliminate the outlier effect caused by high-utilizing physicians. 
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Example  
An illustrative example for APR DRG 165 – Coronary Bypass with Cardiac Cath or Percutaneous Cardiac 
Procedure (SOI Level 3): 

Overview of HCIP Savings Pool and Physician Opportunities 

 
The Oversight Committee will review the State’s report of potential incentives based on financial 
performance and adjust the incentive payout, as necessary, for the quality measure selected under the 
HCIP. Hospitals may adjust the calculated incentives based on the approved outcomes and quality 
measures. The amount paid cannot exceed the calculated incentive amount. Data files will be made 
available to the State including the calculated incentives, adjustments to calculated amounts, and final 
amounts to be paid. Data will also be provided regarding the hospital internal cost savings.  
Beginning in year two of program participation, the total amount of money that may be distributed may 
not exceed the cumulative cost reductions achieved due to internal cost savings, net the 
apportionments of incentives and interventions that may be included in another program.  
The calculation compares costs from current period to a prior period adjusted for case mix and severity 
using APR DRGs with outliers excluded (over three standard deviations) and hospital-specific cost 

Prior Year 
Actual Cost

Current Year Actual 
Cost

Best Practice 
Norm @ Hospital 

Mix (25th 
Percentile)

Variable 
Cost Factor Potential Savings

N/A 80,000,000$             60,000,000$     50.00% 10,000,000$        

2) Specific Physician/APRSOI Financial Pool
Prior Year 

Actual 
Cost

Current Year Actual 
Cost

Best Practice 
Norm @ 

Hospital Mix 
(25th Percentile)

75th 
Percentile Maximum Incentive

APR DRG 165 / SOI 3 - Average performance 29,031$   25,054$                    21,077$            40,962$   1,000$                 Improvement
500                      Performance (Attainment)

1,500$                 Total

Improvement Incentive Performance Incentive

Cost Improvement 3,977$                      75th Percentile - Actual performance 15,908$               
Interquartile range 19,885                      Interquartile range 19,885                 

Cost Improvement 20.0%   Performance percentage 80.0%
Improvement Incentive (max pool) 1,000                        Performance Incentive (max pool) 500                      

Improvement incentive 200$                            Performance Incentive 400$                    
Total Incentive 600$                         

3) Activities required to earn incentive
Total financial incentive available 600$                         Weight: Complete?

Activity 1:  Complication (MHAC) rate below x % 25% Y
Scores Activity 2:  Readmission rate below x% 25% N

Activity 1 150                           Activity 3:  Timely Chart Completion 10% Y
Activity 1 -                           Activity 4:  Care coordination plan followed 40% Y
Activity 1 60                                Total 100%
Activity 1 240                           
Final incentive payment 450$                         

1) Total Hospital Pool - All eligible discharges/participating physicians

This example of a surgical incentive is for illustration purposes only. Actual computations utilize a non-linear distribution formula to assure the 
relationship to the Best Practice Norm is both fair and proportionate. This example also assumes Year One: Improvement Incentive = 2/3; Performance 
Incentive = 1/3.



 12/14/2016   

14 | Page 

adjustments as determined by the State (IME, DSH, labor market, markup, etc.).  In order to compute 
supply and drug costs a separate methodology to measure improvement. 
The actual internal cost savings will be calculated by the State semi-annually based on hospital cost 
reports and claims data using AMS PBIS® or similar tool.  

ii. Methodology for Incentive Pool Development 
Hospitals will be allowed to make Incentive Payments to participating Hospital-Based Physicians. In 
order to satisfy CMS’ Program Integrity requirements, Incentive Payments must come solely from 
internal cost savings in order to ensure that the State will be able to track to whom Incentive Payments 
are made and the amount the physicians are paid. To further ensure that Incentive Payments are related 
to the purposes of the model, the total amount of monies that may be distributed in Incentive 
Payments, beginning in year 2, may not exceed the cumulative cost reductions achieved due to internal 
cost savings, net the apportionments to interventions that may be included in another program.  
The incentive pool is funded by realized savings when comparing costs from the current period to a prior 
period (or base year) adjusted for case mix and severity. To ensure physician performance is fairly 
evaluated, cases are classified into APR DRGs, which adjust for the patients’ severity of illness (SOI). Cost 
outliers, defined as the mean plus three standard deviations, are excluded. Charge data on each patient 
record will be the base year cost. The base year cost is adjusted for hospital specific cost adjustments as 
determined by the State (e.g. IME, DSH, labor market, markup, etc.). Supply and drug costs will be 
evaluated using a separate methodology measuring improvement. Savings are limited to utilization 
changes only.  
In order to quantify the internal cost savings, the State will calculate the internal cost savings for each 
hospital semi-annually based on the hospital cost reports and claims data using the AMS PBIS® or similar 
methodology tool.  
Additional detail on the methodology can be found below: 
Methodology 
Calculating Cost Reduction - Common APR DRG Method 
A method called Common APR DRG is used to calculate the cost reduction.  This method uses discharges 
classified to APRs that have discharges in both the time periods being compared.  The average cost for 
each APR DRG is inflated to the current year and applied to a common set of discharges to develop 
expected cost per admission.  A comparison of expected to actual cost per admission enables us to 
identify savings. 
In this method cost reductions are computed across APRs that have discharges in common across the 
two time periods being compared.  This method is illustrated in the table below: 
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APR 2015 Average Cost 
2016 Count 2015 Cost 2016 Average Cost 

% Change 
2015 Cost @ 2016 Volume 

Cost Reduction 
A $23,564.95  20 $388,950  $19,447.51  -21% $471,299  $82,348.79  B $7,963.12  62 $558,594  $9,009.58  13% $493,713  ($64,880.40) C $9,228.01  54 $443,269  $8,208.68  -11% $498,312  $55,043.48  D $8,411.80  23 $202,004  $8,782.77  4% $193,471  ($8,532.21) E $7,654.37  55 $436,597  $7,938.13  4% $420,990  ($15,606.47) F $21,454.91  78 $1,462,661  $18,752.06  -13% $1,673,483  $210,821.93  

Total $12,830.25  292 $3,492,074  $11,959.16      $259,195.14  
 
However, this method has a limitation in that it is unable to account for the “savings” in APRs that are 
not common across the two time periods being compared. In order to evaluate the significance of this 
limitation, the coverage of the common APRs in a small sample provider’s dataset was measured.  The 
results are set forth in the table below: 

APR Flag APRs  APR % Discharges Discharge % Total Cost Cost % 
Common APRs 383 82.72% 2,928 95.72% $27,316,991  93.76% Other APRs 80 17.28% 131 4.28% $1,818,217  6.24% 

 
The results indicate that the limitation of this method may not be significant. While the common APRs 
do not include 17% of the total APR count, these APRs that are not included represent less than 5% of 
the cases and just over 6% of the costs. It is reasonable to say that savings observed on 94% of the cases 
is representative of the total savings. 
Outlier Exclusion 
In order to be able to compute a stable savings estimate, savings outliers need to be identified and 
excluded. In order to identify these outliers, the average savings for each APR DRG is computed and 
then normalized using the calculated AMS weights. (AMS weights are calculated as the ratio of APR DRG 
level average cost to overall average cost.) 
The adjusted average savings after normalization is shown in the following histogram for the entire set 
of common APRs. The distribution is normal allowing the standard method of identifying outliers using 
the mean +/- 3 standard deviations to be applied. The APRs with an adjusted average savings out of this 
range or trim points can be considered as outliers. Once the outliers have been identified, they can be 
excluded and the savings can be re-computed. 
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iii. Methodology for Total Cost of Care Guardrails  
Total Cost of Care Guardrails must be met in order for incentives to be paid. Participant Hospitals will be 
limited or precluded from paying Incentive to PDPs if the actual Total Cost of Care calculated at the 
hospital level does not meet the hospital-level Total Cost of Care target.  Total Cost of Care Guardrails 
are calculated at the hospital level.  
Calculating Hospital-specific TCOC 
Assume for Hospital A, the primary service area is PSA1. The methodology will use the same area 
assumptions as the State GBR calculations.  

1. Part A Calculation 
a. Determine Medicare Part-A FFS beneficiaries that reside in PSA1 = BenesA 
b. Determine Part A spending for BenesA 
c. Calculate Part A Medicare spending per beneficiary = b/a 

2. Part B Calculation 
a. Determine Medicare Part-B FFS beneficiaries that reside in PSA1 = BenesB 
b. Determine Part B spending for BenesB 
c. Calculate Part B Medicare spending per Beneficiary = b/a 

3. Calculate Hospital TCOC for PSA1 = Part A Calculation + Part B Calculation =1+2 
4. Repeat for each performance year 
5. National medical trend will be used as a guardrail for increases in total medical costs.  An 

increase in expenses over the national medical trend number for the defined measurement 
period will result in no Incentive Payments.  

Excluded from total spending and total beneficiaries pool – costs associated with patients receiving 
tertiary services such as transplants, research cases, burn cases and trauma cases.  
The TCOC Guardrail methodology is still under development and will be finalized by the TCOC 
Workgroup. TCOC Workgroup meetings start in December 2016 and are open to the public. 
 


