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1.0 EXECUTIVE SUMMARY

Senate Bill 627 (Chapter 575 of the 2009 Laws of Maryland) directs the Maryland Besadth
CommissionMHCC), in consultation with th®epartment of Business and Economic
Development (DBED)to study the feasibility ofnaking state economic development funding
availableto physiciars for developing practices in underserved areas of the atat for adopting
new practicanodels such as the patient centered medical home. This charge results from the
recommendations to the Governor and General Assembly ByatkeForce on Health Care
Access and Reimbursementd theTask Force to Review Physician Shortages in Rural Areas
The paticipantson these two task forcédentified lack of capital and high lewadf education

debt as impediments to establishing practices in underserved areas or in adopting new models of
care.

SB 627 authorizd the MarylancHigher Education CommissidiMHEC) and the Department of

Health and Mental Hygiene (DHMH) to establsimew physician loan repayment program that
becomes part of thexistingJanet L. Hoffman Loan Assistance Repayment Program (which

provides loan assistance to Marylgstdysiciansvho practice in sate or local government or

nonprofit agencieserving residents federallydefined health professional shortage areas

[HPSASg). Physicians practicing in a variety of caetting (private practice, community health

center, hospitabasedpr local governmentare eligible taeceive loan repayment assistance for
practicing in aHPSAdefined by DHMHunder the new program because only state funitibe

used A smallsurcharge otherateshospitas charge for their servicesn d er Mall-y | and 6 s
payerhospital ratesetting systemwill finance the new program

Many states have established loan assistance and repayment prbgtamly, a few states have
established programs to assist in practice developriabgsician loan repaymeassistane
programs provide assistance with medical educationtyepaying a fixed amount of debt for
each year of servicePractice assistance programs provide grants, loans, interest subsidies, and
consulting support for establishing or expanding a prad®i@cticeloan assistancandloan
guarantyprograns could be valuabletools for attracting physicians, particularly primary care
physicianswilling to practice instate defined HPSA3 he authors of thiseport identified a

New York physician loamepayment and practice assistance progmetors Across New

York, as gpossible model foa practice assistanggogramin Maryland However, tinds to
finance a physician loan assistance repayment and practice loan assistance paovgti@iyn
would canefrom special funds ahroughthe hospital rating setting systerather tharfrom
general revenue asdonein New York.

MHCC recommends dierringimplemenation of a practice assistance progr@iven the

current budget challenges and the delays in establishing the new physician loan assistance
repayment program. Although a practice assistance program should not immediately proceed,
steps can be taken to pland begin taleploy an expandedhealthcare workforce to meet the



access issues identified by the two task forcee MHCC proposs four priorities that state
agenciesan undertake to meet curremd future needs of Maryland residents.

1. The new health professional shortage area défons being developed ke Department

of Health and Mental Hygiene[PHMH ) should qualify areas of the state for participation in
the physician loan assistance repayment program and in the practice assistance program, if
establishedThe new health pro&sional shortage area definitions will reflect Maryland, not
national, norms and will address geographicdbfined and incombased access problems.
Using a consistent set of definitions will ensure that assistance is targeted at the areas of
recognizectheed.Devising the new definitions can be completed with existing state resources,
has no fiscal impact, and can be accomplished within the framework established under SB
627.

2. The Stateds second pri or iMaylandlbam asbisfandee t o i
repayment programit wasenvisioned that up to@5 percent surcharge could be applied to
hospital rates via the hospital rate setting system to fund a loan repayment program. The
surcharge has not been applied because CMS believdsdéil law prohibitaiseof Medicare
hospital paymentsom the Medicare Hospital Insurance Trust Fund for usepimyaician loan
repayment program. The State should focus on arranging funding fegwhHean assistance
repayment prograrbny confirming athe highest level that the financing of the loan repayment
programusng hospital payments is not permittéithe new loarrepayment assistanpeogram

with expanded eligibility criterias an essential stap meeting access problenishasbroader
application than a practice loan assistance and subsidy program because loan repayment can
support physicians in a variety of practice settings, including community health centers and
county health departments, as well as in private practice.

3. The third priority is a practice development program focusing on loan assistamzkloan

guaranty programsthat could be useful for attracting physicians, especially primary care

physicians, to health professional shortage areas in Marylamte level ofsupport to attract

practices could be significant. MHCC estimates that family practitioners and pediatricians

require from $132,000 t$255,000 per physician in starp funds above their own equiky

begin a practiceThestatus ofpassage of a final nahal health care reform bill increases the
urgency for expanding the number of Gparantynar y ¢
Loan Fundand Equity Participation Investment Programs could serve as models for a practice

loan assistance amolan guarany program.The Guaranty Loan Fund and Equity Participation
Investment Program could bsedwithout a change in layalthoughcapacity issues could exist.

4. The State should support mupiayer initiatives targeted toward financing practice
innovations, such as implementation of new practice models, including the patient centered
medical homeThe Maryland Health Quality and Cost Council has taken the initiative in
establishing a patient centered medical home pilot. Financing of the initiativie sleolargely
through supplemental payments by health plans to participating practicestelconghis pilot



could lead to improved quality of care for patients at a lower overall cost. Given this objective, it
is prudent to limit the new health care @odl injected into the system. T8&ategic Assistance
Consulting FundSACH) technical assistance program may be a possible vehicle for arranging
consulting support to practices needing helpstablising systemsand processds addresshe
administraitve, clinical, andbusiness operations required of a PCMH.

The pssible passag® health reform bills in the U.S. Congress and signed by the President in
2010increases thargencyfor establishing physician practices that care for populations in
underserved areas. Providing access to newly insured Marylanders may be,djffienlthat

the Marylandhealth care workforce mlreadyjudged inadequate someparts of the Staté\
loanassistancand loanguarantyprogamstructured on the basis of community need and
awardedo practices o0 a competitive basisight be an approach to address the need for
additionalprimary care physiciapractices



2.0 BACKGROUND AND LE®MEVE CHARGE

According to the Association of American Medical Colleges (AAMC), there are ety
assistance programs for physicians in the United Stafesiy of the programs leverage

assistance to physicians as an incentive to practicing in health provider shortage areas or
resourcdimited communities. Funding for these programs comes from a variety of federal, state,
community, and private sources. Mealieducation loan assistance repayment programs
established to provide incentives to pradicethe state oin a particulacommunity are the

most common initiative

Only a few states provide grants, loans, or loan guarantees to establish medicapraeveral
compelling reasons exist for establishing a practice loan assistanlmaagdarantyprogram.
Developing a practice establishes a permanent source of care for a community. Physician loan
assistance repayment programs allow physiciansdioamge medical education loan payments

for a fixed amount of medical service to a community. Once the period of service is complete,
typically two to four years, the physician may have little reason to remain in the community. The
short duration of serveemay not offer sufficient time for a physician to put down roots in a
community.

Thefederalphysicianloanrepaymenprogram which currently finances 50 percent of

Maryl anddéds Janet L. Hof f man ,limisaligibilAyscs i st ance R
physicians practicing in neprofit organizations, such as community health centers, public

health clinics, and other public institutions such as state hospitals. Although these positions may

be attractive during the loan program, gositions may not be funded lotgrm. The likelihood

that a physician will remain in the community is small if an attractive-teng position does

not materialize with the organization or in private practice.

Physician loan repayment prograoan onlybe targeted at physicians that have significant
medical education debt. Although most recent medical graduates haveotediay meet loan
repayment obligations through other fursthel others magot have loan obligationsAn
educatiorioan repaymenprogram would not be attractive to this group

Loan assistance repayment prografier advantages to recent graduates but few benefits for
experienced physicians who may have tired of practice in large clinical or research settings,
others that are lookg to change who they treat or how care is delivered, and still others with a
more entrepreneurial spirit.

TheTask Force on Health Care Access and ReimbursefH@RR Task Forcegstablished in
2007was charged with resolvirigsues of access,tandreimbursement gfphysicians and other
health professional The Task Forceds first recommendati or

! For a complete list of programs, see:
http://services.aamc.org/fed loan pub/index.cfim?fuseaction=publcome&CFID=839875& CFTOKEN=713385
34
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addresse expandingaccess to physicians aptbmotingpractice formation ifnealth
professionashortage aredas Maryland? Four adivities wereidentifiedto achieve th
recommendation:

i.  Establish an expanded loan program funded through the hospitaktttey system;

ii.  Establish tuition assistance and admission preference for medicattstwdiing to
work in providershortage areas in the State;

iii.  Provide technical assistance to medical practices willing to serve medically underserved
populations or in provider shortage areas of the Stat;

V. Encourage insurers to provide incentive payments to practices in shodagéa
technology upgrades.

Concurrent withthe HCAR Task Force e Task Force to Review Réigian Shortages in Rural
Areasconvened to review rural health issyearticularlyshortages of primary and specialty care
physiciansin its final report, tis Task Forcealsorecommended expdimg the loan repayment
program Although the Rural Physician Shortages Task Force did not specifically call for using
economic development funds for practice expansion, it endorsed several related initiatives
includinga 6 Gr ow Y o u r, @Biehnvoul enaldercanmunities to provide financing
for a qualifi ed etlucatiom If thenstudent agadiesetsirh to thes cormnusity

to practice’ This Task Forcalsohighlighted the need to establish moreniat coordination
amongMarylandbased agencies and entities such as the Department of Business and Economic
Developmenandthe Maryand Higher Education Commission, the agency charged with
administering the current loan assistance program.

The General Assemblgnacted_oan Assistance Repayment and Practice Assistance for
Physicias, Senate Bill 627(Act 5750f the 2009 Laws of Marylandn response to these Task
Forcesd recommendations

Expanding the physician work force Maryland particulaty health provider shortage areas

was the General As s e mliSenaté Bill 6p7Mhe mibexpgndsgligiality i n p a
forMaryl anddéds Janet L. Hof f man bl authorizinga statest anc e
funded loarassistance an@paymenprogramfor physicians that agree to practicenealth
professionakhortage areaesignatedvy the Departmerof Health and MentaHygiene?

Physicians in primary care are given first priority to the expanded loan assistance funds, but
physicians irother specialties are able to participatgbject to availability of fundS.he

expanded prograis to befinanced hrough a surchargen therates clarged byMaryland

2 Health Care Access And Reimbursement Task Force, Final Report and Recommendations, December 2008
® Task Force To RevieWhysician Shortages Rural AreasFinal Report and RecommendatipMarch 2009

* Physiciansmayreceive between $25,000 and $30,000 per year, depending on the length of their service
commitmentunder thelanet L. Hoffman Loan Assistance Repayment Progidma total awards capped at
$120,000 per recipient. Repayment amounts did not changesslieof passage of SB 627.



hospitalsu nder t he Stateds all payer h oes pyithe a | rati

Health Services Cost Review Commission (HSCR8gkond, the bill requirdbe Maryland
Health Care Commission (MHCC) and the Department of Business and Economic Development
(DBED) to report on:

1 The feasibility of expanding the eligibility critarof State developmeptograms to
include providing assistance to physician practicdsealth préessionakhortageareas
in the State; and

1 The feasibility of making economic development funding availablelgsician
practices evolving to medical hnes.

Figure 1 presents a visualization of the strategy originally endorsed by the HCAR Tesk Fo
and enacted into law by SB®. Changes to the loan assistance replacement program have not
been implemented due to concerns that applying a surchargemtahasesfor financing
physician loan assistance repayment violates federal law.

Thepassage of health reform bills in the U.S. Congress anlikédénood that a bill expanding
access to health camgll be passeand signedy the President in 2018ven in the absence of
broad reformincreases thaeedto establish physician practicesunderserved areaQuestions
exist whether thdarylandhealth care workforce that many (though not all) obsefjuelgeto
beinadequateanprovide medical cartd an additiona650,000 to700,000newly insured
people® A key lessorlearnedfrom the healthinsurance coverage expansiorMassachusetis
thatuni ver sal c aubmeaticallgezuad with sinivérdal acceds a survey of
Massachusetfghysiciansconducted by the Massachusetts Medical Societf18 specialties
reported shortages of doctors. About 40 percefaroily doctors (up from 30 percent in 2007)
and 56 percent of internists (frpm 49 percent in 2007) said they were not ptiog new
patients’ A national insurance coverage expansion coegallt insimilar access problems and
competition for primary care physicianationwide.

Under federal law, the Hospital Insurance Trust Fund can only be used to fund hospital amstsdddedicare

Part A payments. Physician loan repayment is defined by the federal government as Medicare Part B, which is
funded through the Supplemental Medical Insurance Trust Fund.

® Most recent estimates completed by the MHCC using the 2009 CPS put the number of uninsured in Maryland at
715,000.

" MMS physician workforce stud§ 2009. Waltham: Massachusetts Medical SociSgptember 14, 2009.
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Figure 1 --Evolution Of A Physician Assistance Strategy Post-National Health Reform
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Threetypes of possible practice assistance progreould be established in Marylarithese

programs are described in descending order of costliness per reciprienibanassistance

program the State serves as alternativéender for practices unable to obtain credit through

normal sourcesTypically, these practices would be tleast creditworthyThe assistance could
beprovidedeitherunder a loan oon agrant basigin which case repayment would not be

expected. A loan guarantee prograwould requirethe Stateo committo repaying thdinancial
institutionif the borrowerdefaults.The federal Small Business Administration often backs loans

to small businesses undesimilararrangementAn interest subsidy prograis alimited variant

of theloan assistancggrogramin whichth e St at e woul d Abuyradowno t he
conventional loan from a financial institutionThe programs are not mutually exclusive. It

would be feasible to offer different programs based on practice characteristics and the level of
need in the community where the practice plans to lodaterest subsidy programs have not

been used recently in Maryland because loan assistance and loan guaranty programs offer more
targeted and more efficient means to assist small and miovited businessés.

8 January 28, 2010, communications between MHCC and DBED staff.
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3.0 RELEVANT PROGRAMIH¥DEPARTMENT BEISINESS AND ECONOMI
DEVELOPMENT

The Maryland Department of Business and Economic Developid&iD) was established to
foster job creation, assist existing businesses in expanding, facilitate developmemt of
businesss and promote economic developmietatewide The Department manages numerous
economic developmemprograms and works closelith local governmerstand the private

sector.

DBED has identified th two most relevardrograms for practice loassistancandtechnical
support While curentfunding levels are not adequate to finance a significant expasidrihe
legal authorityfor lendng to physician practices requires clarificatidine programs may provide
a framework for considering how practices might be promotegostnational health reform
period. Each of these programs is briefly discussed below.

Maryland Small Business Development Financing Authority (MSBDFA

The Maryland Small Business Development Financing Authority (MSBOgrévides financing
for businesseswned by economically and socially disadvantaged entrepreneurs and small
employers that do not meet established credit criteria of financial instituttdSBDFA
considers theommercial and investmebanks venture capitalistsandother privatdending
institutionsas normal financing channelBhe four main programs in MSBTA are shown in
Tablel.

Table 1
Programs Currently Funded through the Maryland Small Business Development Financing Authority

Name Purpose Limitsto any recipient
Contract Financing Program | Directloans for working capital and the $2 Million,at interest rates
acquisition of equipmento companies with from Prime to Fme +2%

contracts with the federal, state, local
governmens, or public utilities

Guaranty Fund Program Loan guaranties and interest rate subsidies fo| Guarantyup to 80% of loan
loanswritten by financial institutionsintereg or $2 Million
subsidies are not currentlyffered.

Surety Bond Program Surety Bonds to participate gontracting Guaraneesupto $2.5
opportunitieswith government agencies million
Equity Participation Financial assistance (loans, lognarantiesor Maximum assistance upo
Investment Program equity invesments) for thepurposeof $2 million. The applicant is
acquiringan existing business, developing a | required to make an equity
technologybased business, atartingor investment
expandng a franchise or other type afmall
businesses
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Conventional wisdom hasld that physicians are abledbtain loangrom traditional lending
sources. The view that physicians generally have access to capital through traditional sources
seems to be supported by the lack of physician interest in loan assistance and intdgst sub
programs historically. DBED analysts have noted that physician practices are not precluded from
seeking assistance through the MSBDFA Program or consulting support thine®jrategic
Assistance Consulting Fu8ACPH.?

Strategic Assistanc€onsulting Fund

The Strategic Assistance Consulting Fymnadvides up to $5,000 in expert private sector
consulting services in specialized areas to Maryland small, minority, and-emt@gprise
businesseslhe fund extends the resourcegablic andprivate consultantthat are part ofe
MarylandSmall Business Development Cen@®iDSBDC) networkby providingconsulting

services and training programs to current and prospective small business owners in Maryland
The following academic institutions plagrfje consultative roles the MDSBDC.: the

University of Maryland, Salisbury Staténiversity, Towson University, and College of Southern
Maryland.The SACF has not been used to provide consulting services to pactice past.

The program is quite flexible, additional consultants under contract to the academic institutions
or private practice consultants directly under contract to DBED could provide consulting support
if additional funding is available.

4.0 ESTABLISHING A MEAI®PRACTICE

The success & medical practicstartup cepends on a variety of factors, but the most important
aregainingaccess to capitalactoringin the impact otompetition, angnanaging practice costs

in the face of thg@ayer nix in the area where the practice will be located. Any organization
considering financing the practice will also give carefutsideration to each of these three
factors.

1 Capital requirements: Includesthestatt p f undi ng from all sourc
equity, private capital, and lendingjenerallyinternists, pediatricians, family
practitionersand some medical subspecialisé&s’e low starup costompared to
surgical specialistdue togreaterequipmentequirementsHigher costs are typically not
a significant additional impediment to launching a practice as the higheotssasting
a surgical practicareoffset byhigher feefor-servicepayments per unit of car@.

® DBED programs have assisted a limited number of health care businesses in the past, including several medical
practices and dental offices.

19 Recent MHCC practitioneeports have documented that many private plans in Maryland reimburse evaluation

and management services at or below Medicare levels, while procedures are reimbursed above Medicare levels. See
the report 20062007 Practitioner Utilization, Trends Among Reately Insured Patientsaccessible at
http://mhcc.maryland.gov/health_care_expenditures/exputil2009/report.pdf
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1 Competition: Starting a practice in many areasMarylandmay be difficultbecause
physicianpractices ee already welkestablished, and starting a practice in an area with a
high concentration of similarly specialized physicians can be especially challenging.
Practices supported through a state economic development program would likely be
situated in areas of the state that are not currentlyseelied by existing practitioners.
Language ir6B 627 direcd DHMH to establishing a stagpecific method for defing
underservedreas thatlesignatesreas or populations in the state where unmet patient
needs are greatestThesecriteria could be used mloan assistance guarantyprogram
aimed to further practice development.

1 Payer mix: HealthProfessionaBhortageAreaswith significantunmet health caneeed
in Marylandwill have patientpopulations composed ahinsuredndividuals and
MedicaidenrolleesRemupinghealth care cosgiven these populations will be more
challengingas outof-pocket payments and Medicgtysician reimbursement ratae
less likely to cover costThis last factarin particulay mayeitherdiscourage private
lendersor requirealender to impose conditions @physician that malsestablishing a
practice difficult or even untenable.

There are two main categories of stgptcosts that might be considered for a medical practice:
(1) initial fixed costs; and (2) an allowance for working capital to cover operating costg duri
the first year of opation, such as theost of purchasingninitial inventoryof vaccines and
drugs that are prescribed to the patient.

Initial fixed costs include expenses involved in organizing and licensing the practice; initial costs
of securing and outfitting theffice; and costs of purchasing medical and business equipment
needed to get starteldeasing office and medical equipment can greatly reduce the initial fixed
costs, but that is not always possible. In addition to the initial fixed ¢befglHCC assumea

medical practice will need enough initial Wwarg capital to cover the firgtear of operating

costs, such as utilities, insurance, salaries, medical and office sufgitiglspnesand similar
recurring expenses needed to stay in busit@ssh flow n the early months of a new practice is
limited both because patient referrals build gradually and because credentialing by carriers and
hospitals takes weeks to months. Even in establistestical practices, payments from third

party payers typically ane from two weeks to six months after services have been delitered.

To account for the timing of reimbursement, practices typically need working capital to cover the

Y“This report does not address how underlying need affects practice location. We note that the general lack of
agreement oourrent and projeéed physician requirementsdsie,in part to conceptual disagreeme@itsuch as

whether physician requirements should be based on a clinical definition of need, based on what societyt willing
pay for, or based on some other benchmark. Disagreemsatexist regarding the size and impact of trends

affecting future supply and demand.

12 physician practices report a significant time lapse in obtaining credentials from health plans. MHCC assumes that
this has improved, given changes in Maryland law ith@bse penalties on plans that fail to meet credentialing

timeline windows. Remaining delays are hard to quantify, but are implicitly reflected as part of the working capital
needs.
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cost of employing the practice stgffaying the lease, and purchasing supphesnotedabove
both initial capitarequirementsnd revenue projectionsry by type of practice specialization.

5.0 ESTIMATES OMECOSTOFOPERATING PHYSICARRACTICE

A variety of resources are used to produce health care seises.d e f r om bwne physi
time, nost costs associated with physician services are fixed tloatss theyare not dependent

on thevolume of services performed at the practice. Even new practices with lower patient

volumes would haveperating cost that aresimilarto a practice that is at full capacityhis

assumption meara/erage operating cosise a reasonabjgoxy for the cost of starting a

practice.

Studies of physician practice costs categorize expense intooée dategories shown frable

2. Using CMS data for practice experipased ortalendar yea2000 weights adjusted by
changes inlte Medicare Economic Inde& 2008, about 70 percent of overall expense is related
to labor. Costs vary by specialty, but the average percerdaagesnted for by each category
show that most costs associated with operating a practice are related to the work of the physician
and norphysician compensation for the staftcording to these datphysician compensation
accounted for ahd 44 percent btotal expense@ 2008. Pacticeexpenses, including the costs

of staff, the facility, and supplies, accounted for 51 percent of total costs, but of thatbbate
half & 27 percent of total experdeas nonphysician compensationréfessional liability

expenses account for aboup&rcentof costs Professional liability expenselkffer by

specialties, with liability expense for surgical specialties being considerably higher.

Table 2¢ Estimated Costs Per Physician
Using CMS Practice Expense Estimates
For a Typical Practicglerived from 2008 Expenses)

Percentage of

Expense Category Expenses

Physician Work Component 44%
Wages & Salaries* 35%
Benefits* -- Fringe benefits and deferred compensation 9%

Practice Expenses 51%

Non-physicianCompensation-- wages and benefits for milvel clinical and
administrative staff 27%

Other Practice Expensesspace, medical equipment, office furniture and
supplies (typically incurred through direct purchase or lease) 24%

Prof. Liability Insurance -- the malpractice insurance premium as well as any
contributions to state insurance funds or other expenses associated with insuran
for malpractice incurred by the physician 5%

*Productivity adjusted using Bureau of Labor Statisticsfiaom multifactor productivity, 2000 Weights
adjusted to 2008, Quarter 3Source: Centers for Medicare & Medicaid Services, Office of the Actuary
National Health Statistics Groupww.cms.hhs.gov/statistics/healtmdicators/t13.asp
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The CMS information is an important starting point for the analysis of costs needed to establish a
practice because it determines hinelargest paye(Medicare)for many physicians values

practice inputs. These data a sufficiently precise to derive costs for Maryland primary care
practicesThe MHCC found that dta on cost and revenue for Maryland practices are scarce or
nonexistent ira form from which generalizations or inferences for policy purposes can be drawn.
In fact, data on national physician practice costs are not as current or plentiful as might be
expected?

A limited number of other surveys on cost and revenue are aeaitaitthe information must be
qualified, especially at the individual specialty lex@éspitesmall samples sizespecialty

specific costs arsuperiorfor purposes of analysigecause of variation in revenue and expenses
across specialtyPrimary care practices, the principal focus of the HCAR Task Force
recommendations, generate lestsil revenueper physiciarand have higher nephysician labor
coststo total revenue ratiahanmedical subspecialists and surgispécialiss.

Using reent survey data supplied by the Medical Group Management Association (MGMA), the
MHCC estimated expenses for pediatrics and family medicine, two specialties likely to be
included in any medical economic development program launched by the State. Trse expen
allocation estimated by MGMA for the two specialties is smowTable3. Revenue and
expenses are for ndrospital owned practices that submitted sumesponseto MGMA. The
data includes responses from practices throughout the United Statessasphefrom

Maryland was extremely limited. The national sample refldetexperience of practices in the
membership of the MGMA larger, private, physiciaowned organizations and hospitatned
practices. For these estimates, only the expense dataysitianowned practices are used.
MHCC assumes that the practices eligible for a program would be in theustainase, and
thatexpected revenue would be no higher than that reported at"tpefd@ntile of practices
that responded to the survéy.

The MGMA survey results show that pediatric practices at thepgfcentile produce
approximately $430,000 in revenue per-tithe physician, about $30,000 more in revenue than
a startup family medicine practice. Almost all of the additional reveiswtributable to higher
practice expenses from pediatriciadministered vaccines and medications. However, higher
expenses translate into higher stgstcosts to maintain a significant inventory of vaccines and
drugs to launch the practice.

3n 2003, the American Medical Association abandoned its Socioeconoamitdving Survey because of an

inability to collect accurate cost and revenue information from AMA members.

A report by MHCC estimated that private fee levels in Maryland were in the lowest quartile of fees among the 50
states. That report is often citad evidence that physician incomes in Maryland are in the lowest 25 percentile.
However, physician income is also affected by the volume and mix of services provided and by the payer mix
(private, Medicare, Medicaid, and uninsured).
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Table 3
Pediatric and Family Medicine
Revenue and Expenseer Fulltime Physician
In 2008 Dollars

Expense Category Pediatrics Family Medicine
Allocation of | Practice Expensel Allocation | Practice Expense
Index Levels: costs of costs
Total Revenue 100% $429,364 100% $401,710
Physician Compensation 30% $129,250 35% $139,055
Wages & Salaries 28% $119,100 32% $129,324
Benefits 2% $10,150 2% $9,731
Practice Expenses 63% $271,999 62% $248,646
Norrphysician 26% $110,808|  31% $123,411
Compensation
0
Other Practic&Expenses 38% $161,191 31% $125,235
Prof. Liability Insirance 1% $5,974 2% $6,857

"Expense categories do not sum to total revenue beeafisnissing data for some of the categories in the MGMA
survey Source: Medical Group Management Association, ZR@8ort Based on 2008 Data. Cost data are for non
hospital owned practices. Practices include respondents across the US that responded to the MGMA survey.

Table4 presentsoughestimate®f startup costs for pediatric and family medicine practices.
Two separate assumptions are made regarding the lesglib§ provided by the physiciats
the practiceUnder the first assumptionhpsiciarsinvest 10 percent of stamp costs. A 10
percentminimum equity investment is commualace in loan assistance progratmnsthe second
assumptionp wn e r 0 s set &6 petcgnt of ssaip costs. The 10 percent equity
requirement is consistent with a young physician just starting out in praéti2z&.percent
equity share could be a reasonable expectation for practicing phgsi@astart a new practice
andalready havgreater personal savindgnder bothassumptionsMHCC expects tht
physician compensation tisflected as part aftartup coss.

Estimatingthe level ofworking capital needed to sustain the practice is a more challenging task.
The amount of working capital needed to sustain a business is often expressed as a percent of
accounts receivabl®/orking capital was estimated froexpected revenue in accounts

receivable for a welestablished practice at theth@ercentile of the distribution on revenue per
physician for each specialty. MHCC allowdrtievel of working capital needéal sustain the
startup to varybetweera mininum ofthreemonths toa maximumof six months These
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assumptiongre consistent with billing and paymemacticegoday Two to six months elapse
between the delivery of a service and the receipt of payment from Medicare, Medicaid, or a
commercial plan. New practices often have low patient volumes and little expected revenue in
accounts receivable. The MHCC assumes a new practice could generate less revenue during the
startup period when patient volume is low. Credentialing and other administrativedones
required of new practices can slow patient scheduling and produce delays in payments.
Nonet heless, practicesd6 expenses woul d
be paid.

accumu

Table4
Potential Startup Costs for Formation of a #iatric or Family MedicinePractice
Costs Per Fullime Physician in 2008 Dollars

Pediatrics Family Medicine

3 months of 6 months of[ 3 months of[ 6 months of

Expected AR Expected AR Expected AR Expected AR

in Working in Working in Working in Working

Capital Capital Capital Capital

Total Annual Expected Revenue $429,364 $429,364 $401,710 $401,710

TOTAL Stastip Costs 147,639 254,980 131,736 232,164

Initial Fixed Costs 40,298 40,298 31,309 31,309

Working Capital 107,341 214,682 100,428 200,855
Assumptionl Total Startup Costs

Less10% Owner's Equity 132,875 229,482 118,563 208,947
Assumption2 Total Startup Costs

Dependingom s sumpti ons for ownerdéds equitattyp and wor ki

expenses for a pediatric practice would range from approximately $148,000 to $255,000 and for
a family medicine practice from $1%00 to $32,000 Of those totalsapproximately $3,000 to
$40,000 would be allocated to costs directly associated with starting a business, including costs
of re-location, deposits on office space and equipment, buginedial licenses, the costs of
consultantsand advertising. Theseeacosts that most analysts readily define as-sfadosts.

Total startup funds for pediatric and family medicine practiaes of a similar magnitude and
pattern but dsolute levels for pediatric practicese slightlyhigherdue tothe greatevaccne

and drug inventory expenses.
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A physiciar® access toapital is a crucial step towasshsuring succesthe MHCC assumes

thatmany youngephysiciars likely to start a practice would already carry a significant amount

of personal debt associated withdizal school costs. In 2008, the average educational debt

carried by recent medical school graduates was approximately $152@®@@n the level of

per sonal i ndebtedness, a physiTheMHGOassumesn e qui
that a physiciaicould take froma 10 to 25 percent equity position in the practice. This leaves
approximately $11,000 to $29,000 in additional capital to be raised for establishing the

practice Mostphysiciansvould turn to lending institutions for this amountoaipital.

TheMHCC asgs®dif physiciansface significant unmet capital neagleen launching
practice.Generally physicians have good access to capital markets or other sources of capital.
TheMHCCG6 s anal ytsatthis cantingeg te Isettresen in a period of tighter lending
standards. Large commercial banks court physicians through their business or personal finance
product lines® However, acess varieby market and the lack of incenta® practice in

underserved areas coupled with geeaifficulty in arranging credit probably deters practice
placement in those areas informal survey identified a number of established sources for

credit

Normal Surcesof Capitd through Lendingnstitutions

Most physicians starting a practice would turn to lending institutions as a source of financing.
Physicians starting a medical practice can access small business loans as well as personal loans
from banks or other financial institutions. These loans &rat at ed b as edirreatn phys
financial capital and their future anticipated earnings. For most physicians, particularly

specialists, earning potential can be both high and quite stable. Thuss&aed loans are

traditionally accessible to phygms, particularly those beginning a specialty practice.

Generally, physicians would be viewed favorably when approaching lending institutions,

particularly if those institutions operate in the same community where the physician intends to
practice.

As stted earlier, physician practices generally have access to capital through normal financing
arrangementfkecent tightening in the credit markets may pose challenges for physician
borrowersIn the current business environment, gaining access to cagstptdnen more
challenging for all small businessgdysicianpracticeghat havdong beenviewed as safe
enterprises with predictable and stable cash fioayg face challengeExternal factors such as

®American Associatio of Medical Colleges2008 Graduation Questionnairaccessed at
http://www.aamc.org/newsroom/reporter/dec08/graduates.htm

% Bank of America, SunTrust, and Citibank offer practice financing programs for physicians. The Bank of America
financial analysts contacted by MHCC pointed to a web portal specifically aimed at physician practices
http://www.bankofamerica.com/small_business/practicesolutions/indeasiwidence of their interest in the

physician sector.
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an unfavorable payer mix may further complicate ss®ent of creditworthiness and make
gaining access to capital through tradiitbmeans difficult

Financial Arrangements with Hospitals.

Hospitals aresource of financing for manghysicianpractices. Over the past decade, financial
arrangementbetween physicians and hospitals have blossomed. Forms of assistance include
loan repayment and relocation assistance. Some hospitals have become more involved in direct
support for startip medical practices by launching incubator projects for physiwidisg to

migrate. A host of other hospital/physician initiatives also exist, although these are mainly aimed
at further integrating economic and clinical activities of existing practicédaryland a

number of hospitals hawatheracquired physiciapractices or hold significant equity positions

in practice. One concern whenever physicians and hospitals collaborate is the pdtential

antitrust or Stark law violations.

Lending through theSmall Business Administration

In some instances, the federal Small Business Administration (SBA) guarantees a loan made by a
lending institution to a small busineSBA loans ae designed for businesses that lacking a

lot of equityor a large dowmpaymentYet, SBA loans have a ique set of rules to help assure
repayment. These rules include: isnesses must operate for profit and have reasooailer

equity investmentand, ii) lorrowess must demonstrate that alternative financial resources,

including personal assetsave atobeen accessed prior to the loan application.

Medical facilities including clinics and medical practicese among the businesthat woutl

be eligible for participation f t hey reaeotf itttbe alfdorowner equi ty
common SBAprogram is the 7(a) Loan Guaranty Program. The SBA reduces risk to the lender

by guaranteeing a major portion of the loan made to the small business. This enables lenders to
provide financing to small businessasreasonable termghen funding is otherwes

unavailableThe 7(a) Loan Guaranty Program can be useddnous types of physician practice
startup costsjncludingthe purchase of an existing practice, facility improvements, medical
equipment financingandgainingaccess to working capital. The loan guarantee from the SBA

may provide the necessary assurance to the lendetsthatds are recoverable.

Funding of Health Information Technolodgfrough the HITECH Programtime American
Recovery and ReinvestmeAid

The recent American Recovery and Reinvestment Act (ARRA) througheakh Information
Technology for Economic and Clinical HealtHITECH) program providesubstantial funding

"The Federal Trade Commission (FT&@ncludedhatvertical alignments of hospitalsi@ physicians often lead to
negotiating prices witkarriersand employers collectivelyithout developing the requisite economic or clinical
integration to meet antitrust guidelindhe Stark law prohibits physicians from making a referral to an enitity w

which the physician (or a family member) has a financial relationship for the furnishing of certain designated health
services (DHS) that are reimbursable under federal government programs. Ambulatory surgical services are not
DHS and therefore do natise Stark issues.
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for physician practices that adogmdd make meaningful use of electronicltieeecords. The

HI TECH program funds the initial costs and
health record system fdive years.Physicians are eligible for adoption incentive payments from
either the Medicare program or the Medicaid progrhut not bothTo be eligible to receive
incentive payments from Medicaid, eligible professionals must demonstratanti@mum of

30 percentof their patientgpediatricians must demonstrate 20 percarg)covered by Medicaid.
Table 5 presents the subsidy leyalssuming the practice began implementing in 2011 or before.

Table 5¢ Payments to Practices for EHR Implementation
(Meetingthe Meaningful Use Definition)

Medicare Medicaid

2011 18,000 $25,000
2012 12,000 $10,000
2013 8,000 $10,000
2014 4,000 $10,000
2015 2,000 $10,000
2016 0 $0
Total 44,000 $65,000
10% additional payment For Health 4,400 $0
Professional Shortage Areas

Total $48,400 $65,000

These fundsaddress many of the challenges #laphysician practices face in covering the

initial upfront acquisition costs and operating expenses of electronic health record systems.
House Bill 706 passed in the 2009 session of the Maryland General Assembly requires that
private health plans thatfef health benefits in Maryland establish incentive programs for health
providers for meaning use of EHfgstems'® Health plans will be able to meet this requirement
in a variety of ways, anthe incentives may be targeted by the carrier to specificgeovi

groups, such as participants in a patient centered medical home prBggutations defining

the types of health plan support that are permitted under the law will be promulgated in 2010.
Any Marylandspecific practicédoan assistance amolan guarant program should require that
practices first obtain financial assistance for EHR acquisition through the Federal program and
from private payers as required under HB 706.

6.0 DESIGNING A PRACTASSISTANCE PROGRANR MARYLAND
New York State developed practice assistance progrdon physicians willing to work in
underserved areashe programpPoctorsAcross New Yorkprovides physician loan repayment

18 Seltinsured private employers protected by the federal Employer Retirement Insurance Security Act of 1974 are
not covered under any of the current EHR funding requirements under Maryland law.
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andpractice supporgrantsto physicians willing to work imealth provider shortageeas of the
Stae for five years? Fundingfor practice development frothe prograntakes one of two

forms: (1) physicians may receive fundingesiablish or join practices in an underserved area,;
or (2) general hospitals, other health da®lities, and physician picices may receive funds to
recruit new physicians to provide servicesinderserved communities by offering sigm
bonuses, income guaranteesother financiaincentives provided directly to the physicidine
200809 New Yorkbudget set aside $4illion to fund the program Applicants selectedni a
competitive process are eligibier up to $100,000 per year.

To develop gracticeassistance programith similar aims to the New York programdaryland

would first need to define the goasd the sopeof the programFinancing practice

development could be a costly operatibiHCC estimates that as much as $243,000 per

physician might be needed to establish a pra¢siee Table 4 abovelf any portion otthe

support was offered via a grant arrarmgent, a competitive process for grants would be dictated.

A loanguarantyprogramwould allow the distribution of benefits across a greater number of
practiceparticipants, but may attrafgwer applicants.These programareless costlyper
practiceandareconsistent with other economic development programs launched by the State,
but maybe inadequate to meet the needs of practicdsemeed of fundingln tough economic

times, it may be desirable to structure incentives roughly in accordance avldvéh of need in

a given community. In communities with the greatest unmet health care needs, a combination of
loan assistance and loan guarantee programs would be desirable. In comnvheittesnmet

health needs are lower, a loan guaraateeemightfirst be considered to develop a new

practice. For other communities and for certain types of more profitable specialty practices (if
included in a program) technical assistance grants might be an attractive incentive to encourage
practice placemenKey design issuethatneedto be answerenhclude

1 Should the program be limitedio primary care physiciansr could a physician irany
specialtywho iswilling to establish a practice inmunderservedyeographic arear a
specificunderserved patierpopulationqualify? SB 627 directed DHMH to develop
statespecific healttprofessionakhortage areas that would more accurately reflect
Maryland needsThese new definitions, as they will based on Maryland norms, would be
an ideal basis for setting ugeactice development initiativ8y contrast, only about a
dozen Maryland jurisdictions meet federal HPSA definitions because local physician to
population ratios are higher than in many rural states. The other approach under the
federal rules iso demongrate thata defined population group haemethealth care
needsor facesbarriers to accessirgxistinghealth careservices

¥See Doctors Across New York Program, Néark Dept of Health. The program is a stfeded initiative

enacted in 2008 to help train and place physicians in underserved communities in a variety of settings and specialties
to care for New Yorkds popul ation.
http://www.health.state.ny.us/professionals/doctors/graduate _medical_education/doctors_across_ny/
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1 Should the assistance program(s) be limited to nacticerecipients or could hospitals
and communities also qualify and then distribupgogram fund¥ Under the New York
program, community hospitals may qualify for funds to attract physicians. Allowing
communities to obtain funds would encourage local groudsvelop community
initiatives that combine local and state resources. Allowing a community to obtain State
funds as a last resort to attract a physigieattice woulcencourage use of local
resources to the fullest extent possible.

1 Should practice deuepment assistance be linked to demonstrated community
commitment? A physician practice requires community support to maintain viability.
The communityprovidesthe patient base and withcar adequate patient panel,
physician practice will not survivdhemedia often documetthe extento which
communitieswill go to attract a primary care physician or an obstetriéi@ammunity
commitmens, as measured lgapitalinvestmentsin-kind contributions such as a rent
free facility, favorable lease condins,or waiversof local taxlevies could be used as
one criteron for establishing eligibility. Other considerations make imposing a
community contribution commitment less attractive. If the commitment is basptys
on financial measures, physiciam#l ing to practice in thgpoorest communitiewith the
greatest needwight have the madglifficulty qualifying for assistancprograns. Any
community commitments that would be used should enconmpasssthan financial
measures and any financial meastinas are used should be scakgth underlying
resources of theommunity.

1 How much fundingshould be committed to argne practice? Two approaches have
been identified. If a grant, loan, or loan guarantee program is implemented, capital could
be madevailable up to the difference betweentotalatag c ost s and t he
(physici ands) apbhygician toynmifted 85ipérdert of the totdl stgrt
coststhe loanassistance or a loan guarantee could cover up to 75 percent of the total
startup costs Under the equity position approat¢he underlying principdbr the loanor
guaranteeould be limited to 50 percent or less of the total siprtosts.If funds were
avail abl e, assisBaic®dnd loah guaranty progrartls $2 million statutory
lendingceilingswould appear sufficient to meet capital needs of most praciibes.
practical ceiling on loans and loan guarantees to any applicant is muchAswaetl be
discussed below, the current capital base of tb&feD programs cannot sustain
significant increasein volume of loans or in the size of the typical loan.

1 What is the source of the new fundingRlentifying a source of funds for a physician
startup will be most challenging as the State faces ateng structural deficit. Even as
the State climbs out of the woestonomic turbulence since the Great Depression, new

20 Philip Rucker The only doctor in towrWashington PosSaturday, December, 2009.
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general funding opportunities appear limited. Unless federal funding beewaiksble

or some of th&B 627State-only physicianloanassistanceepayment program funadsin
be allocated to practice assistarm@spectgor launching a program in any form through
loars, loanguaranges, or interestsubsidies appedmited.

Given the current fiscal climaté is practicalto consideffirst if existing DBED programs could
be expanded to meet the needs of an assistance prddrareasibility of using the existing
DBED programs as a starting point is briefly analyzed next.

Establish a Practice Development Prograinmough DBER Blaryland Small Business
Development Financing Authority (MSBDF®Ane possible option would be éapandche

existing assistangarogram in MSBDFAThe MSBDFA has existed since 18and has an
establi®ied track recordf success in assisting small busiresss the State. MSBDFA is already
structured to support small businesses thraugariety of products loan assistance, loan
guarantee, ananequity participation progranit is already welled targeted at smatiinority,

and womerowned businessdblat do not meet the criteria for normal lending from financial
institutions.

CurrentMSBDFA programs are wefpositioned to support eligible businesda®tighout the
State. Statutory ceilings on loaassistance and loan guaeed are currently set at $2 million
dollars, but the current capital base of the program will realistically only support loans in the
$50,0001 $150,000 range per applicant. Loan ceilings in this loaege could be sufficient to
finance the establishment of @l® practiceor a small group practice, but would not meet capital
requirements ofingleor multispecialty group practicedf physician practices are to be
includedwithout compromising currémprogram clientsthe capital base afiSBDFA would

need to be expandedeoable loans or loan guarantees ®rbwclient group Biggerloans to
single or multispecialty practices with greater capigdswill require a substantiadapital
infusion tothe financial base of MSBDFA.

Establisha Medical Practice Technical SuppdttogramUsing TheStrategic Assistance
Consulting FundSACY: This DBED-monitored fund provides basic consultative support to
small businesses throughout Maryland. SADFRently lacks specialists to assist physicians in
conducting the business and practice planning that should occur prior to practiop.Sthe
SACF regional centers are supported by Maryland institsttbhigher education in the
jurisdictions, so ogr time these organizations should be able to provide staff with particular
expertise in practice development. In the short term, DBED could consider establishing
contractual arrangements with business organizations with expertise in practice development.
One major limitation of the current program is a cap of $5,000 on consulting for any
organization. This threshold would likely be too lewenfor smaller practicesomposed of one
or two physicians
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7.0 FEASIBILITY OF USRRACTICAESSISTANGEUNDS O YPPORT THE ADOPTION
PATIENT CENTEREBPIMCAL HOMES

SenateBill 627 charged the MHCC with considerinddBED fundscould be used to finance
expenses associated witansitioninga primary care practid® anew model of advanced
primary care called Batient Centered Medical HonfeCMH). Converting a primary care
practice to #£CMH involves significant changdaacludingpractice management redesign,
medical staftransformationclinician and patient behaviarodification communication
enhancementrd electronic medical record system implementafidrese changes are thought
to lower the totatostsof care improve clinical care processes, increase patient access, enhance
patientexperience of care, and improsg&aff work satisfactionMany ofthe costs for achieving
PCMH recognition are akin to the stagt costs for a practice.

Estimates on the cost of converting a primary care practice to a PCMH diverge widely depending

on the assumptions made regarding the starting faiatprimary carepracice and whether the

endpointis achiewng PCMH recognition through national accreditatioantity or operahg as a

PCMH. One of theirst andmost systematic studies conducted for the American Academy of
Family Medicineds Fut uinAssaiates Foanthihdbéycoskiféeheé i ci ne b
transition toa PCMH model, referred to #se New Modein the study, wasstimated to range

from $23,442 to $90,650 pphysician, depending on the assumed magnitude of productivity

loss associated wiimplementng an electronic health recoftiBased on their estimates of the

costs ofimplementation and operation aitsl effect on outcomesewin concluded that under

current payment policiesghysicianin a five-physician family practice could earn the same net

income under theCMH modelby working 12 percent fewer hoyi® could earn 26 percent

more income by working the same hoassunder the current systeime wi n6s concl usi o
adoption of the mdel could lead to higher reimbursement does raise a question onwhethe

scare state funds should be used when private financing might be accessible.

Pennsylvaniaone of the first stagto attempt to implement this new advanced primary care
mode| has aveloped estimatesifimplementing and operating?CMH. The Chronic Care
Commissionthe organization charged with implementing the program, establishes subsidy
levels for practicgin the programThe Pennsylvania experience is especially relevant gisen
proximity to Maryland and substantial evidence that primary care practices in Pennsylvania find
these funding levels acceptalds, evidenced bthe participation levels the progranior these
practicesSolo practicesare eligible forapproximately$21,000 in initial infrastructure fundintp
thecover cost of the recognition tools, disease registry, and the clinician/practice training on the
PCMH care delivery approacRractices that achieve PCMH recognition receive a lump sum
payment that reflestthe ongoing operating costs associated with furiatyeas a PCMHThis

lump sum payment translates into approximasebg per member per month pagnt (PMPM)
assuming 1,250 patients participate in the PCMiftastructure and operating costs associated

% Stephen Spam, MD, MBA, Task Force Report 6. Report on Financing the New Model of Family Medicine,
Annuals of Family Medicine2004 Dec 2; 2, Suppient3: S1-21.
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with the PCMHdecrease as practice size increa$able 6 presentgHCCO sstimate®f start
up and operating cosés a function of practice sizgsing Pennsylvania costs assumptions.
Under the Pennsylvania program, the private payers fund thesdordbs initial three years of
the program in rough proportion to each péyenarket share.

Table 6¢ Estimated Infrastructure and Operating Cestssociated with a PCMH

1 FTE Practicd 4 FTEPractice 9 FTEs Practice

Infrastructure costs includesl12K per

o o $21,000 $14,500 $13,000
clinician in training expenses

Annud incremental costs per clinician for
operating as a PCMH at NCQA PPC PCMH $60,000 $54,000 $48,000
Level 1l functionality

Total per FTE clinician $81,000 $68,500 $61,000

SourceLi ss Donald, MD ATransforming Primary Care Pt
to the Maryland Health Quality and Cost Council PCMH Vgookip, May 20, 2009

A more recent study conducted by a team of researchers from thelbsbarie on behalf of the
Commonwealth Fund found relatively small incrementalsassociated with the transition to a
PCMH 2 The authorgound no evidence of additional costs associated with higher levels of
PCMH achievementwith the exception of higher information technology costese authors
suggest that given their finding ofageak relationship between costs and PCMH levels,
becoming a PCMHay only require @ustments tdhow existingpractice inputs are usedather
than ggnificant additional expenditure$his study focuses on achieving NCQAEPGPCMH
recognition, not operating as a PCMH practice. Some ongoing costs of serving as a PCMH could
not be included in the recognition programncouldnotbefully captured The authorgsaution
that their estimates may not fully capture expenditures of a phy&oam time that may be
needed tomprowe patentcenterednessf the practiceThis warningonly partially undercuts the
chief findingthat EHRcosts are the laegt incremental cost of adoption. These costs are now
subsidized by the new federal avarylandprograns. Residual costs of implementing the
PCMH might be lower than first thought.

Current approaches for financing the introduction of a PCMH model bayely been absorbed
by payers through member per month payments for patients treated by PCMH practices. As
noted for Pennsylvania, a lump sum payment is mabieh roughly equates to $4 per member
per month. This financing mechanism should be encouraged to the extent possible. One

2 7uckermarStephen MerrellKatie, BerensorRobert GansDavid, UnderwoodWilliam, Williams Aimee,
EricksonShari andHammonsTerry, Incremental Cost Estimates For The Pati€&ntered Medical Home
Commonwealth Fund, December 2009
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outstanding challenge faced by many of these pilot projects is assisting practices in obtaining the
consulting expertise neededrtake the transformation. Only a handful of firms across the US

are currently equipped to assist in these efforts. A low cost approach that Maryland may wish to
consider is making consulting expertise from these firms available through the SACF
administeed by DBED. Consulting assistance is limited to $5,000, but if those funds could used
for consulting with firms having expertise in PCMH implementation, the funds would be well
targeted and useful.

8.0 RECOMMENDATIONS

A practice assistangrogramfocusing orloan assistance and interest subsidiesnsrthwhile
tool for attractng physiciansparticularlyprimary care physiciango Marylandand especiallyo
health préessionakhortageareas of the state. One possible mdaeh future program may be
NewYor k 6 s p h yepayneeneadhprattioeassistance progrén. ven t he St at eod
budget crisisanyfunds to finance a physician loan assistance repayment and practice loan
assistancerogrammustlikely come fromeitherspecial funds or the hoisgl rate-setting system.
A ranking by priority of need is necessanyd some elements of a program will needeo
deferred until the economic outlook improvEgure 2 presents a visualization of the elements
of the program anthe sequence for implemiation. A discussion of the four recommendations
then follows.
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1. The new healthprofessionalshortage area definitiondeingdeveloped by DHMH should
gualify areas of the state for participation in the physician loan assistance repayment program
andin the practice assistance prograni establishe. The new health professional shortage
area definitions will reflect Maryland, haationa) normsand will address geographically

defined and incombased access problems. Using a consistent set of definitions will &émesture
assistance is targeted at the areas of recognizedDeading the new definitions can be
completed with eisting state resources, has no fiscal impact, and can be accomplished within
the framework established under SB 627.

2.T h e Sseeohderiordy should be to identify funding for the Statenly loan assistance
repayment programSenate Bill 627 estalslhes a new Statenly Loan Assistance and
Repayment progranwork is underway in the Office of Primary Care at DHMH to devise new
healthprofessionakhortages areas specific to the Staselescribedabove It is envisioned that
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