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Appendix A.  Potentially Avoidable Utilization (PAU) Savings Methodology 

This year the PAU Savings reduction has been incorporated into the Update Factor recommendation since 

the statewide reduction is now being linked to the update factor inflation and demographic adjustment.  

This appendix provides additional details on the RY 2020 PAU measurement methodology, as well as the 

future direction of PAU measurement. 

RY2020 PAU Hospital-Specific Measurement 

The PAU Savings Policy applies the statewide reduction (as specified in the body of Update Factor 

Recommendation) to each hospital’s total permanent revenue. The statewide reduction is scaled for each 

hospital based on the amount of PAU revenue assigned to that hospital (e.g., hospitals with PAU revenue 

greater than the statewide average receive a higher revenue adjustment than the statewide reduction). For 

RY 2020, PAU revenue is defined as revenue associated with 30-day, all-cause readmissions1 and 

ambulatory-care sensitive condition admissions (measured by AHRQ Prevention Quality Indicators 

(PQIs)). 

Readmissions: In prior years, readmissions were assigned to the hospital that received the readmission 

(i.e., the hospital where the readmission occurred). In response to Commissioner and stakeholder 

feedback, staff has changed the methodology to assign readmissions to the sending or index hospital for 

the RY 2020 adjustment. To calculate the readmission revenue associated with the sending hospital, staff 

vetted with Performance Measurement Workgroup applying the average cost of an intra-hospital 

readmission (i.e., cost of readmissions that occurred to and from the same hospital) to the total number of 

sending readmissions assigned to each hospital. Applying this average cost avoids holding sending 

hospitals accountable for the cost structure at a receiving hospital. 

PQIs: HSCRC will use AHRQ PQI version 2018 for Calendar Year 2018 performance.2 As with previous 

PAU Savings policy, PQI revenue will exclude revenue flagged as both a PQI and a readmission. 

Revenue flagged as both PQI and readmission will be included in the readmissions revenue.  

Protection: As detailed in the Draft RY 2020 Update Factor Recommendation, staff recommends 

discontinuing the additional protection for hospitals with high socioeconomic burden. In prior years, the 

PAU savings reductions were capped at the state average if a hospital served a high proportion of 

disadvantaged populations.3 This policy was initially adopted because hospitals serving areas with higher 

socioeconomic burden may face additional challenges in reducing PAU, such as issues with 

transportation, family and community resources, or health literacy barriers. On the other hand, the 

Commission does not want to excuse poor quality of care or inadequate care coordination for patients in 

disadvantaged communities. Due to these issues, staff indicated a potential future phasing out of the 

protection in the RY 2019 PAU Savings Policy.   

Staff believes ending the additional protection for incremental PAU adjustments ensures that these 

hospitals have the needed resources to serve their communities, while still incentivizing them to reduce 

                                                 
1 30-day, all-cause, all-payer, all-hospital readmissions for inpatient stays and observation stays greater than 23 

hours, excluding planned admissions, same and next day transfers, oncology cases, and newborns.  
2 Starting in 2018, staff will begin to phase out the use of PQI02 perforated appendix. PQI02 data after October 2018 

will NOT be included in determining performance and revenue adjustments due to AHRQ logic issues. 
3 In the RY2019 Policy, this criterion was defined as hospitals in the top quartile in Maryland in terms of the 

percentage of their total inpatient equivalent case-mix adjusted discharges that are Medicaid/Self-Pay/Charity.  
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their PAU percentage below the statewide level to receive a lower reduction. Because PAU savings 

adjustments are built into permanent revenue, hospitals that received the protection continue to benefit 

from prior years of protection. With the policy shift to calculating only incremental PAU savings 

adjustments, this historically protected revenue will remain in permanent revenue. Only new PAU 

Savings adjustments will not have the protection. 

RY2020 Hospital-specific results: Draft and final PAU revenue adjustments by hospital will be posted 

on the HSCRC website (https://hscrc.maryland.gov/Pages/PAU-Savings.aspx) as they are available.  

PAU refinement and expansion 

Based on Commissioner and stakeholder feedback, staff and stakeholders explored approaches to 

modernize the PAU measurement in order to increase measure comprehensiveness, resolve 

methodological concerns with PQI measures, and align with the Total Cost of Care Model. Staff 

discussed potential expansion and refinement of PAU with a PAU subgroup in the summer and fall of 

2018, as well as with the Performance Measurement Workgroup throughout 2018.  

Low Value Care. The subgroup proposed and considered a total of thirty-six potential low value care 

measures, and based on stakeholder input and data availability, the HSCRC calculated three measures for 

consideration. Ultimately, subgroup members felt the tested measures were too narrow and represented 

too small dollar values to be worth implementation. Many subgroup members felt that broader measures 

of utilization represented greater opportunities for making meaningful change and impact on total cost of 

care. However, they also felt that the PAU Savings policy may not be the most appropriate incentive 

mechanism, given that many of these measures are not clearly specified, or may occur outside the 

hospital. Given this feedback, HSCRC is planning on monitoring broad utilization through Medicare data 

to identify outliers and consider taking action on a case-by-case basis. 

New measures. In response to strong consumer and Medicaid support, staff plans on recommending the 

addition of avoidable pediatric admissions to the PAU measurement for RY 2021.4  

Per Capita. For RY2021, HSCRC staff intends to recommend a shift to a per capita PAU performance 

evaluation for PQIs. This approach better aligns with the original population-based intention of PQIs, 

better recognizes hospital accountability in communities, and enables inclusion of avoidable pediatric 

admissions. Working with the PAU subgroup and Performance Measurement Work Group, HSCRC plans 

to propose a methodology for attributing avoidable admissions to hospitals that incorporates the Medicare 

Performance Adjustment (MPA) attribution process for applicable Medicare beneficiaries, followed by a 

geographic attribution approach for other patients. Currently, the staff and stakeholders have not made a 

decision on whether or how to measure readmissions under a per capita model, but starting in 2019 PQI 

admissions will be flagged prior to readmissions (i.e., if both a PQI and a readmission, then will count as 

PQI).  HSCRC is working with CRISP to produce per-capita performance reports for CY 2019 on PQIs 

and PDIs as data becomes available. With the incorporation of the MPA attribution in per-capita PQI 

calculation5, HSCRC anticipates that CRISP reports for per-capita PQI performance results will be 

available approximately three to four months following the encounter.  A detailed memo on the overall 

                                                 
4 AHRQ pediatric quality indicators (PDIs) and PQI 09 Low Birthweight Newborns 
5 MPA relies on Medicare billing data that has longer data lags compared to hospital case-mix data. In addition, the 

first reports of the year may have an additional delay due to loading of new algorithm information. 

https://hscrc.maryland.gov/Pages/PAU-Savings.aspx
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PQI per capita attribution and readmission measurement will be available as details are vetted by 

stakeholders and moved into production for CY 2019 performance measurement.  

 

 

 

 




