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I.

INTRODUCTION

A. Background
June 19, 2017 is the effective date of regulations adopted by the Maryland Health Care
Commission (Commission) regarding freestanding medical facilities (FMFs). These regulations,
COMAR 10.24.19: State Health Plan for Facilities and Services: Freestanding Medical Facilities
(FMF Chapter), govern establishment of a freestanding medical facility through Certificate of
Need (CON) review or, for the conversion of an acute general hospital to an FMF, through an
exemption from CON review. An FMF is a type of health care facility that was first established
in Maryland by a legislatively-approved pilot project in 2005.1 Four FMFs currently exist in
Maryland and the Commission granted an exemption from CON for the establishment of a fifth
FMF in 2019.
A freestanding medical facility is an outpatient health care facility that: (a) provides
medical and health care services; (b) is an administrative part of an acute care general hospital; (c)
is physically separated from the hospital or hospital grounds; (d) operates 24 hours a day, seven
days a week; (e) complies with the provisions of the Emergency Medical Treatment and Active
Labor Act2 and the Medicare Conditions of Participation; (f) has the ability to rapidly transfer
complex cases to an acute care general hospital after the patient has been stabilized; (g) maintains
adequate and appropriate delivery of emergency medical care within the statewide emergency
medical services system as determined by the Maryland State Emergency Medical Services Board;
and (h) may provide observation services. COMAR 10.24.19.05B(8). The FMF model created in
Maryland is commonly called a “freestanding emergency center” in other states.
In 2016, Maryland law was amended to permit an acute general hospital that is part of a
multi-hospital system to transition from a general hospital to an FMF through an exemption from
CON review, a review process that requires approval by the Commission but, unlike CON review,
does not permit interested parties, thereby limiting the possibility for judicial appeal. Transitioning
a hospital campus to an FMF campus is similar in important respects to a concept embodied in
Maryland law decades ago. The first hospital-successor outpatient campus possibility enacted by
the General Assembly was called a “limited service hospital.” No limited service hospitals have
been ever established in Maryland. In contrast, creating an FMF as a rate-regulated facility within
a hospital system to replace a general hospital is an option that has been proposed four times in the
last three years. The Commission approved two of those conversions, one of which, at the former
University of Maryland Laurel Regional Hospital, is in Phase One of its transition. This is the
third proposed conversion before the Commission for final action and the fourth proposed
conversion is still under staff review.

1

For the first ten years following creation of FMFs operated only as pilot projects, subject to study by
MHCC and subsequent legislative action. After legislative changes that became effective in 2015, the
establishment of an FMF required CON review. As later noted, 2016 legislation granted the Commission
authority to issue an exemption from CON for the conversion of an acute general hospital to an FMF.
2
Known as EMTALA, 42 U.S.C. §1395.
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B. The Applicants
The Edward W. McCready Memorial Hospital (McCready Hospital) is a general hospital
with three licensed medical/surgical beds located in Crisfield. It is the only hospital in Somerset
County and was founded in 1919. The McCready Foundation, Inc. (McCready Foundation) owns
and operates the hospital, which shares a campus with the 76-bed Alice B. Tawes Nursing &
Rehabilitation Center, Chesapeake Cove Assisted Living, and an outpatient rehabilitation clinic.
Peninsula Regional Medical Center (PRMC) is a 266-bed acute general hospital, with 225
medical/surgical/gynecological/addictions (MSGA) beds, 20 obstetric beds, eight pediatric beds,
and 13 adult psychiatric beds.3 It is located in Salisbury in Wicomico County, which is
contiguous to Somerset County. PRMC traces its origins to 1897. It is the Eastern Shore’s
largest general hospital and offers a full range of services, including neurosurgery, cardiothoracic
surgery, joint replacement, emergency/trauma care, wound care, and comprehensive cancer care.
PRMC is the tenth largest general hospital in Maryland, based on current licensed acute care bed
capacity and the eleventh largest general hospital, based on global budget revenue for rate year
2019. PRMC is a wholly-owned subsidiary of Peninsula Regional Health System, Inc. (PRHS)
which also operates physician practices and outpatient facilities in PRMC’s service area. Staff
notes that PCHS recently acquired Nanticoke Memorial Hospital, a 139-bed hospital roughly 22
miles away in Seaford, Delaware, and is now a two-hospital system.
PRHS and McCready Foundation entered into an affiliation agreement on June 26, 2019.
Pursuant to that agreement and, dependent on the Commission’s award of the exemption from
CON for the conversion of McCready Hospital to an FMF, Peninsula Regional Health System,
Inc. will become the sole corporate member of the McCready Foundation, and each component of
McCready Foundation will become participants in PRHS’s regional health care delivery system.
PHRS, under this plan, would continue to operate the Alice B. Tawes Nursing & Rehabilitation
Center and the Chesapeake Cove Assisted Living facility. As noted, a condition of the planned
affiliation is that PRMC and McCready Hospital receive all regulatory approvals necessary to
convert McCready Hospital to an FMF, including approval of this request for exemption from
CON review and approval of adequate rate support from the Health Services Cost Review
Commission (“HSCRC”).
C. The Project
Upon approval, FMF operations will commence in the renamed “McCready Health
Pavilion,” which will be located in the existing hospital building, requiring only minor capital
expenditures (Phase 1). Following construction of a new McCready Health Pavilion at 4660
Crisfield Highway, in Crisfield, the FMF will be relocated to this new facility (Phase 2).
In Phase 1, much of the existing hospital space will be vacated as acute inpatient and
surgical services will be terminated. These services will be provided at PRMC or other hospital
facilities. Existing outpatient services will be consolidated on the first floor to facilitate efficient
3

The Commission recently awarded PRMC a CON to establish a 15-bed child and adolescent psychiatric
service.

2

FMF operations. The emergency department and behavioral health clinic will remain in their
current locations on the first floor. Other clinic services, including physical therapy, speech
therapy, and primary care will be consolidated, again on the first floor.
The applicants estimate that it will cost $133,346 to implement Phase 1 of FMF operations,
if the request is approved, in order to create an airborne infection isolation room and modify toilet
facilities to remove barriers and ensure compliance with ADA standards.
In their exemption request, the applicants detail Phase 2, which involves the construction
of a 23,990 square foot (SF) on a site located three miles from the existing hospital that will house
the FMF. The FMF will contain seven emergency treatment spaces, a triage space, and two
observation rooms. Non-emergent outpatient services planned for delivery on the new campus
include: clinics for primary care; behavioral health services; rehabilitation medicine; diagnostic
imaging; and laboratory services.4 The applicants state that the proposed FMF will maintain the
same level of emergency and observation services currently provided at the Crisfield hospital and
will be staffed in accordance with regulations issued by the Department of Health’s Office of
Health Care Quality (i.e., be staffed at all times by a physician trained in emergency medicine , a
sufficient number of registered nurses and other professionals to provide advanced life support, a
radiology technologist, and a laboratory technician).5 It will also have a full time Administrative
Director, who will act as a liaison with PRMC, and a Medical Director, who will provide clinical
oversight of McCready Health Pavilion. (DI #8, p.4).
Patients requiring acute inpatient services will be transferred from McCready Health
Pavilion to PRMC or other hospitals, as needed, while those requiring observation stays would be
transferred only in the event that McCready Health Pavilion’s two-bed observation unit is full or
the patient’s condition deteriorates and warrants transfer to a hospital for admission. Inter-facility
transfers will be supported by a dedicated commercial ambulance service.
Phase 2 of the project is projected to take 33 months to complete at an estimated cost of
$25,589,254. Funds for the project will be borrowed, with the sale of bonds by PRMC as the
anticipated funding mechanism.
Table I-1 Proposed McCready Health Pavilion Service Capabilities
Phase 1 - 2020-2023 and Phase 2- Beginning in 2023
McCready Health Pavilion
McCready Health Pavilion
operating in McCready Hospital
operating in new facility
Phase 1
Phase 2

FMF Emergency Unit

FMF Observation Unit
4
5

An emergency treatment unit with
six treatment spaces including
three treatment rooms, an airborne
infection isolation room, resuscitation
room, and a human decontamination
room

An emergency treatment unit with
seven treatment spaces including
one triage room, three treatment
rooms, one resuscitation room, two
secure holding rooms, and a
decontamination area

Two-bed observation unit adjacent to
the emergency department

Two-bed observation unit adjacent to
the emergency department

See table below.
COMAR 10.07.081D.
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Diagnostic Imaging

A diagnostic imaging suite with Xray, CT, ultrasound, and a PACS
reading room

A diagnostic imaging suite with x-ray
and CT

Behavioral Health
Outpatient Services

An outpatient behavioral health
facility with one group therapy room
and three consultation rooms

An outpatient behavioral health area
with one group therapy room and
two consultation rooms

Outpatient Primary
Care Clinic

A clinic with four exam rooms

A clinic with eight exam rooms

Laboratory/Pharmacy
Services

A laboratory with specimen collection
areas for blood and urine as well as
space for selected analyzers

Rehabilitation
Medicine

Outpatient Rehabilitation Medicine
with gym space and two
exam/private treatment rooms

A laboratory with specimen
collection areas for blood and urine
as well as space for selected
analyzers and automated
medication dispensing system
Outpatient Rehabilitation Medicine
with gym space and two
exam/private treatment rooms

Administrative and
Staff Support

Administrative staff and support
spaces

Administrative staff and support
spaces

D. Staff Recommendation
MHCC staff recommends that the Commission approve the request for an exemption from
Certificate of Need review to convert the Edward W. McCready Memorial Hospital to a
freestanding medical facility that will provide rate-regulated outpatient services including the
emergency services required of an FMF and observation services. The basis for this
recommendation is the request’s compliance with the applicable criteria and standards established
for such conversions, as discussed in the body of this report. Commission staff recommends the
following conditions:
1. Within 120 days of this exemption approving the request for exemption from
Certificate of Need filed by Edward W. McCready Memorial Hospital and
Peninsula Regional Medical Center for the conversion of Edward W. McCready
Memorial Hospital to a freestanding medical facility, Peninsula Regional Health
System, Inc. shall become the sole member of the McCready Foundation, Inc.; and
2.
Any future change to the financing of this project involving adjustments in
rates set by the Health Services Cost Review Commission must exclude
$1,374,274. This figure includes the estimated new construction costs that exceed
the Marshall Valuation Service guideline cost and portions of the contingency
allowance and inflation allowance that are based on the excess construction cost.

4

II.

PROCEDURAL HISTORY
Docket
Item #

1
2

Description

Date

13
14

Exemption Request
Request to publish notice of Exemption Request in the
Crisfield Times
Request to publish notice of Exemption Request in the
Maryland Register
Email Correspondence – McDonald to Buck
MHCC staff requests additional information
Notice of Public Informational Hearing
PRMC’s response to request for additional information
questions of 8/22/19
PRMC files Modified Exemption request
Second MHCC staff request for additional completeness
information
MIEMSS’s comments and recommendation on proposed
exemption
PRMC’s response to request for additional information
questions of 8/7/19
PRMC’s addition to response to request for additional
information questions of 8/7/19
MHCC staff request to HSCRC
HSCRC Opinion

III.

REQUIREMENTS FOR AN EXEMPTION FROM CON REVIEW

3
4
5
6
7
8
9
10
11
12

July 30, 2019
Aug. 2, 2019
Aug. 2, 2019
August 16, 2019
August 22, 2019
September 4, 2019
September 11, 2019
October 24. 2019
November 7, 2019
November 15, 2019
December 4, 2019
December 11, 2019
January 9, 2020
January 10, 2020

Applicants seeking conversion of an acute general hospital to an FMF must satisfy the
following requirements in the FMF Chapter of the State Health Plan, at COMAR 10.24.19.04C:
(1)
A freestanding medical facility created through conversion from a general
hospital shall only retain patients overnight for observation stays.
The applicants state that the proposed freestanding medical facility, McCready Medical
Pavilion, will not have the capability to admit or retain patients for overnight hospitalization but
will only retain patients for overnight observation stays. (DI #8, p.8). Staff concludes that the
applicants have met this requirement.
(2)
Each notice, documentation, or other information regarding a proposed
conversion of a general hospital to a freestanding medical facility that is required by
Section C of this regulation or by COMAR 30.08.15.03 shall be provided
simultaneously to the Commission and to the Maryland Institute for Emergency
Medical Services Systems.
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The notice of the proposed conversion of McCready Hospital was provided to both the
Commission and MIEMSS on July 30, 2019. Staff concludes that the applicants have satisfied
this requirement.
(3)
A notice of intent to seek an exemption from Certificate of Need review to
convert a general hospital to an FMF shall:
(a)
Be filed in the form and manner specified by the Commission, which
may require a pre-filing meeting with Commission staff to discuss the proposed
project, publication requirements, and plans for a public informational hearing.
(b)
applicants;

Be filed with the converting hospital and its parent hospital as joint

A notice to seek an exemption from CON review to convert the Edward W. McCready
Memorial Hospital from a general hospital to an FMF was filed in a form and manner specified by
the Commission. Staff concludes that the applicants have satisfied the requirements of Paragraphs
(3)(a) and (b) above.
(c)

Only be accepted by the Commission for filing after:

(i)
The converting hospital publishes on its website and otherwise
makes available to the general public and community stakeholders, at least 14 days
before holding a public informational hearing, the hospital’s proposed transition
plan that addresses, at a minimum, job retraining and placement for employees
displaced by the hospital conversion, plans for transitioning acute care services
previously provided on the hospital campus to residents of the hospital service area,
and plans for the hospital’s physical plant and site.
The applicants published notice of the hearing date, time, and location on McCready
Hospital’s website home page and in the print and electronic versions of The Daily Times for no
fewer than fifteen days prior to the public hearing. (DI #7, Exh. 13). PRMC also purchased
advertisements in the County Times, a Somerset County newspaper, which circulates weekly,
announcing the date and location of the public hearing. Staff concludes that the applicants have
met this requirement.
(ii)
The converting hospital, in consultation with the Commission,
and after providing at least 14 days’ notice on the homepage of its website and in a
newspaper of daily circulation in the jurisdiction where the hospital is located, holds
a public informational hearing that addresses the reasons for the conversion, plans
for transitioning acute care services previously provided by the hospital to residents
of the hospital service area, plans for addressing the health care needs of residents of
the hospital service area, plans of the hospital or the merged asset system that owns
or controls the hospital for retraining and placement of displaced employees, plans
for the hospital’s physical plant and site, and the proposed timeline for the conversion.
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The applicants held a public informational hearing on August 20, 2019 at the Alice B.
Tawes Nursing and Rehabilitation Center, located at 201 Hall Highway in Crisfield. The formal
hearing lasted approximately 1 hour and 15 minutes. Staff concludes that the applicant has met
this requirement.
(iii)
Within ten working days after the public informational hearing,
the converting hospital provides a written summary of the hearing and all written
feedback provided by the general public and from community stakeholders to the
Governor, Secretary of DHMH, the governing body of the jurisdiction in which the
hospital is located, the local health department and local board of health for the
jurisdiction in which the hospital is located, the Commission, and the Senate Finance
Committee, House Health and Government Operations Committee, and members of
the General Assembly who represent the district in which the hospital is located;
The applicants provided a written summary of the informational meeting to all required
recipients on September 4, 2019. (DI #7, Exh. 12). The written summary can be accessed at:
https://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_con/documents/Exemptions/con_exemption_m
ccready_fmf_ex010_public_hearing_summary_20190904.pdf. Staff concludes that the applicant
has met this requirement.
(iv)
The State Emergency Medical Services Board has determined
that the proposed conversion of the general hospital to an FMF will maintain
adequate and appropriate delivery of emergency care within the statewide emergency
medical services system;
The applicants submitted a letter from MIEMSS, dated November 12, 2019, documenting
that the State EMS Board “unanimously determined that the proposed conversion of the Edward
W. McCready Memorial Hospital to a freestanding medical facility will maintain adequate and
appropriate delivery of emergency care within the statewide emergency medical services system.”
That letter is attached as Appendix 1. Staff concludes that this action satisfies Subparagraph (c)(iv)
of the standard.
(v)
The applicants receive a determination from HSCRC, issued
pursuant to COMAR 10.37.10.07-2D, regarding each outpatient service to be
provided at the proposed FMF for which the applicants seek rate regulation.
The applicants attached a draft rate order from HSCRC staff rates for the following
services:
 Primary care clinic
 Behavioral Health Clinic
 Emergency Department Services and Supporting Ancillaries
 Observation Services and Supporting Ancillaries
 Infusion
 Imaging (including Radiography, Computed Tomography, and Ultrasound)
(DI #7, p. 2).
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Attached as Appendix 2 is a written determination from HSCRC staff issuing The staff
concludes that the applicants have met this requirement.
(vi)
The applicants receive approved rates from HSCRC for each
rate-regulated outpatient service at the proposed FMF; and
The applicants documented that HSCRC has approved rates for the initial FMF operation
in Phase 1, and state that they do not expect that the HSCRC will approve rates for each rate
regulated service to be provided at McCready Health Pavilion in Phase 2 until construction of the
facility is complete or nearly complete. The Applicants commit to complying with this standard.
(DI #1, p. 9). See Appendix 2. The staff concludes that the applicants have met this requirement.
(vii) The applicants provide any additional information determined
by Commission staff as necessary for the notice of intent to seek an exemption to
convert to an FMF to be complete.
The applicants complied with all staff requests for information and met this requirement.
https://mhcc.maryland.gov/mhcc/pages/hcfs/hcfs_con/hcfs_con_merger_consolidation.aspx (DI
#7,11,12).
(4)
The Commission shall require that a freestanding medical facility created
through the conversion of a general hospital remain on the site of, or on a site adjacent
to, the converting general hospital unless:
(a)
The converting general hospital is the only general hospital in the
jurisdiction or is one of only two general hospitals in the jurisdiction and both belong
to the same merged asset system; and
(b)
The site is within a five-mile radius and in the primary service area of
the converting general hospital.
McCready Hospital is the only general hospital in Somerset County, a jurisdiction with an
estimated 2018 population of approximately 26,000. In Phase 1, McCready Health Pavilion will
commence FMF operations on the existing hospital campus. The proposed site for Phase 2 is
approximately three miles from the existing hospital and within McCready Hospital’s primary
service area. The staff concludes that the applicants have met this requirement.
(5) The parent hospital shall demonstrate compliance with applicable general
standards in COMAR 10.24.10.04A.
There are three applicable general standards in COMAR 10.24.10.04A, (1) Information
Regarding Charges, (2) Charity Care Policy, and (3) Quality of Care.
Information Regarding Charges
Information regarding hospital charges shall be available to the public. After July 1,
2010, each hospital shall have a written policy for the provision of information to the
public concerning charges for its services. At a minimum, this policy shall include:
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(a)
Maintenance of a Representative List of Services and Charges that is
readily available to the public in written form at the hospital and on the hospital’s
internet web site;
(b)
Procedures for promptly responding to individual requests for current
charges for specific services/procedures; and
(c)
Requirements for staff training to ensure that inquiries regarding
charges for its services are appropriately handled.
This standard is intended to ensure that information regarding the average cost for common
inpatient and outpatient procedures is readily available to the public and that policies are in place
and employees are trained to address charge-related inquiries. The policy must include
requirements to post a current list of charges for common inpatient and outpatient services,
procedures for responding to requests and inquiries, and requirements for staff training.
The applicants submitted PRMC’s Policy and Procedure on Public Disclosure of Charges.
The document provides: for the provision of information on charges for hospital services to the
public and on hospital internet sites; that it be updated quarterly; that financial counselors are
responsible to provide this information to consumers; and that the Patient Financial Services
department is responsible to orient and train individuals who will handle this function.
The policy states that “PRMC will provide staff training to ensure that inquiries for its
services are appropriately handled.” (DI #1, Exh. 3). Charges can be found on PRMC’s website
at https://www.peninsula.org/sites/default/files/july-19-price-per-unit-published.xlsx.
Staff concludes that the applicants have met this standard.
Charity Care Policy
Each hospital shall have a written policy for the provision of charity care for
indigent patients to ensure access to services regardless of an individual’s
ability to pay. COMAR 10.24.10 10
(a)
The policy shall provide:
(i)
Determination of Probable Eligibility. Within two
business days following a patient's request for charity care services,
application for medical assistance, or both, the hospital must make a
determination of probable eligibility.
(ii) Minimum Required Notice of Charity Care Policy.
1.
Public notice of information regarding the
hospital’s charity care policy shall be distributed through methods designed
to best reach the target population and in a format understandable by the
target population on an annual basis;
2.
Notices regarding the hospital’s charity care
policy shall be posted in the admissions office, business office, and emergency
department areas within the hospital; and
3.
Individual notice regarding the hospital’s charity
care policy shall be provided at the time of preadmission or admission to each
person who seeks services in the hospital.
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The applicants provided PRMC’s charity care policy, which provides that a determination
of probable eligibility will be made within two days of a request for charity care services. Staff
notes that PRMC’s policy provides that it will take information needed to make a determination
of probable eligibility over the telephone. The policy also states that it will publish notice of the
availability of financial assistance on a yearly basis in their local newspapers; post notices of its
availability at appropriate intake locations as well as in the billing office; and insert a plain
language summary in the patient’s admissions packet. The applicants also provided a copy of
PRMC’s plain language summary, which staff verified has the required attributes. (DI #8, Exh. 4).
PRMC states that notices regarding the availability of financial assistance are posted in all
registration areas and are available in English and Spanish. (DI #8, Exh. 4). The applicants state
that written documentation of financial need is only requested after preliminary determination of
eligibility is made. (DI #11, p.1).
Staff concludes that the applicants have met this standard.
(b)
A hospital with a level of charity care, defined as the percentage of
total operating expenses that falls within the bottom quartile of all hospitals, as
reported in the most recent Health Service Cost Review Commission Community
Benefit Report, shall demonstrate that its level of charity care is appropriate to the
needs of its service area population.
According to HSCRC’s FY 2017 Community Benefit Report, both PRMC and McCready
Hospital placed in the 2nd quartile for provision of charity care. PRMC reported provision of
charity care valued at $8.3 million (1.92% of total operating expenses) and McCready Hospital
reported provision of charity care valued at $307,205 (1.85%). The average for all general
hospitals in Maryland was 1.8%. (DI #8, pp. 16-18). Staff concludes that the applicants have met
this standard.
Quality of Care
An acute care hospital shall provide high quality care.
(a) Each hospital shall document that it is:
(i) Licensed, in good standing, by the Maryland Department of Health
and Mental Hygiene;
(ii) Accredited by the Joint Commission; and
(iii) In compliance with the conditions of participation of the Medicare
and Medicaid programs.
The applicants provided documentation that PRMC is: (i) licensed in good standing with
the Maryland Department of Health; (ii) accredited by the Joint Commission; and (iii) is in
compliance with the conditions of participation of the Medicare and Medicaid programs. (DI #7,
Exh. 14). Staff concludes that the applicants have met this standard
(b)
A hospital with a measure value for a Quality Measure included in the
most recent update of the Maryland Hospital Performance Evaluation Guide that
falls within the bottom quartile of all hospitals’ reported performance measured for
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that Quality Measure and also falls below a 90% level of compliance with the Quality
Measure, shall document each action it is taking to improve performance for that
Quality Measure.
Staff notes that Paragraph (b) of this standard has become outdated in recent years, as
currently written. There is still a Maryland Hospital Performance Evaluation Guide (HPEG),
which is the hospital consumer guide component of the MHCC website. Quality measures are
included as a component of that guide. However, since this standard was adopted, the HPEG has
been substantially expanded to include many more measures of hospital quality and performance.
Moreover, the specific format of the quality measure component of the HPEG no longer consists
of a set of measure values that conform with the format of this standard in which each measure is
scored as a compliance percentage that can be ranked by quartile. The performance for most of
the expanded number of quality measures is now in a comparative context, expressed as “Below
Average,” “Average,” or “Better than Average”.
The applicants state that McCready Health Pavilion will be a provider-based department
of PRMC. Commission staff examined the latest results for PRMC as reported on the
Commission’s website and found that there are currently 72 quality measures for which
comparisons among Maryland hospitals can be drawn. Staff found that PRMC rated above average
on 22 measures, average on 31 measures, and below average on 12 measures. There were also
nine measures for which there was insufficient data to produce a meaningful value. Each measure
for which PRMC was rated as less than average was addressed with a corrective action plan. (DI
#1, pp. 14-17; DI #11, pp.2-3).
Staff concludes that PRMC has demonstrated substantial compliance with Paragraph (b)
of the quality standard by identifying quality measures for which it scored worse than average
compared to the other Maryland hospitals and documenting actions being taken to improve
performance in those areas.
(6)
The applicants shall document that the proposed FMF will meet licensure
standards established by DHMH.
The applicants state that McCready Health Pavilion will meet or exceed licensure standards
established by the Department of Health. (DI #8, p.22). Staff notes that, in addition to their
commitment, each of the applicants currently meets the licensure standards established for
hospitals. Staff concludes that the applicants have met this standard.
(7)
The applicants shall establish and maintain financial assistance and charity
care policies at the proposed freestanding medical facility that match the parent
hospital’s policies and that are in compliance with COMAR 10.24.10.
The applicants confirmed that they will implement the same financial assistance and
charity care policies at the proposed freestanding medical facility that are in effect at PRMC. The
compliance of PRMC, the proposed parent hospital, with the charity care standard was discussed
under compliance with COMAR 10.24.10.04A(2) of the Acute Hospital Services Chapter, supra,
at pages 8-9.
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(8)
Applicants seeking to convert a general hospital to a freestanding medical
facility, in addition to meeting the applicable requirements in 10.24.01.04, shall:
(a)
Provide the number of emergency department visits and FMF visits
by residents in the converting hospital’s service area for at least the most recent five
years;
The applicants identified four zip code areas in Somerset County that contributed 85% of
the converting hospital’s emergency department (“ED”) visits in FY 2018, and thus made up the
facility’s primary service area. The applicants stated that there were 12,585 visits to Maryland
hospital emergency departments by residents of this ED service area in FY 2018, a 5.7% increase
over FY 2014. (DI #8, p.24). Visits to McCready Hospital’s emergency department by residents
of its service area over this period declined from 4,506 visits to 4,432 visits (-1.6%).
Table III-1: Emergency Department Visits by Residents of McCready Hospital’s Service Area
FY2014 – FY2018
FY 2014FY 2018
FY2018
Hospital
FY 2014 FY 2015 FY 2016 FY 2017 FY 2018
Market
Volume
Share
Change
PRMC
4,989
7,761
7,985
8,063
7,717
61.3%
10.4%
McCready
4,506
4,795
4,654
4.652
4,432
35.2%
(1.6%)
Atlantic General
175
137
164
202
171
1.4%
(2.3%)
Johns Hopkins
44
47
26
42
47
0.4%
6.8%
UMSMC at Easton
14
11
33
25
31
0.3%
121.4%
UMSMC at Dorchester
12
35
21
21
22
0.2%
83.3%
UMMC
15
14
21
21
19
0.2%
26.7%
Other
156
139
136
146
146
1.2%
(6.4%)
Total Service Area
ED Visits
11,911
12,939
13,040
13,172
12,585
100%
5.66%
Source: DI #8, p. 24.

The applicants state that McCready Hospital’s 4,432 emergency department visits by
residents of the service area represented 35.2% of the total service area emergency department
visits in FY 2018. In total, McCready Hospital had 4,924 emergency department visits in FY 2018
and averaged 5,157 total emergency department visits between fiscal years 2014 and 2018. The
applicants also note that PRMC had 7,717 visits from individuals in McCready Hospital’s service
area in FY 2018, 61% of the total for the service area residents and a 10.4% increase over FY
2014.
Staff concludes that the applicant has met this requirement.
(b)
Assess the availability and accessibility of emergent, urgent, and
primary care services otherwise available to the population to be served, including
information on the number and location of other hospital emergency departments,
FMFs, and urgent care centers in the service area of the converting hospital or within
five miles of any zip code area in the service area of the converting hospital.
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McCready Hospital currently provides emergent, urgent, and primary care services to the
residents of Somerset County. (DI #7, p. 1). There are no other general hospitals or FMFs
providing emergency medical care in Somerset County. Residents frequently seek care at hospitals
or other types of health care facility outside of the county, primarily at PRMC and Atlantic General
Hospital.
There are currently two urgent care centers located approximately twenty miles from
McCready Hospital. See Table III-2, below. The applicants state that a third urgent care facility,
McCready Health Intermediate Care Facility, previously operated by McCready Foundation and
located in Princess Anne, closed in 2019 because it was not financially viable. (DI #8, p. 25). The
applicants note that the lack of transportation infrastructure in Somerset County compounds the
lack of access to emergency care for residents within five miles of zip code areas in the service
area of McCready Hospital.
Other primary care providers in the service area include Chesapeake Health Care, which
provides adult medicine, pediatric medicine, mental health, and Ob/Gyn services, and Princess
Anne Family Medicine, which employs two physicians, both of which are located in Princess
Anne. (DI #8, p.26).
Table III-2. Urgent Care Centers in McCready Health Pavilion Service Area
Distance from
Facility
Type
Location
McCready
PRMC
Hospital
Salisbury
31.7 miles
Atlantic General
Hospital
Berlin
49.1 miles
Lower Shore Immediate Care
Your Doc's In

Urgent Care
Urgent Care

Princess Anne
Pocomoke

20.1 miles
22.3 miles

Source: DI #8, p. 25.

The applicants state that the limited hours of operation of the urgent care centers in the
service area preclude them as an alternative for patients experiencing emergency medical
conditions when those facilities are closed, and that approximately 33% of McCready Hospital’s
emergency department visits take place between the hours of 8 p.m. and 8 a.m., when neither of
the two urgent care centers in the service area are open. (DI #8, p. 26). The applicants believe that
neither of the urgent care facilities could financially absorb the volume of non-emergent cases
currently seen at McCready Hospital given that 54% of ED and outpatient visits to McCready
Hospital in 2018 were Medicaid or self-pay patients (DI #8, p. 42).
Staff concludes that the applicants satisfy the information requirements of Paragraph (b) of
the standard.
(c)
Demonstrate that the proposed conversion is consistent with the
converting hospital’s most recent community health needs assessment;
The applicants provided the 2017 community health assessment completed by McCready
in conjunction with the Business Economic and Community Outreach Network (“BEACON”) at
Salisbury University and with assistance from the Somerset County Health Department. The
assessment identified the following priority community health needs: access to health care; health
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care affordability; behavioral health; alcohol and substance abuse; Alzheimer’s/dementia; chronic
conditions (such as obesity, diabetes, heart disease); and cancer. (DI #1, Exh. 5).
Staff’s review suggests that the proposed project is consistent with the community health
needs assessment developed for Somerset County. The applicants’ plans to convert McCready
Hospital to an FMF include plans to address access to care, behavioral health and chronic disease.
Co-located in the McCready Health Pavilion will be a primary care clinic, a behavioral health
clinic, a laboratory, an imaging facility and a rehabilitation medicine facility. Staff recommends
that the Commission find that the proposed FMF complies with this standard.
(d)
Demonstrate that the number of treatment spaces and the size of the
FMF proposed by the applicant are consistent with the applicable guidance included
in the most current edition of Emergency Department Design: A Practical Guide to
Planning for the Future, published by the American College of Emergency Physicians,
based on reasonably projected levels of visit volume.
(i)
Demonstrate that the proposed number of treatment spaces is
consistent with the low range guidance, unless, based on the particular characteristics
of the population to be served, the applicant demonstrates the need for a greater
number of treatment spaces.
(ii)
Demonstrate that the building gross square footage is consistent
with the low range guidance, unless, based on the particular characteristics of the
population to be served, the applicant demonstrates the need for additional building
gross square footage.
Subparagraphs (d)(i) and (ii) of this standard require that the number of emergency
treatment spaces and space proposed for an FMF be consistent with the guidance set forth in
Emergency Department Design: A Practical Guide to Planning for the Future, published by the
American College of Emergency Physicians (ACEP) and commonly referred to as the “ACEP
Guidelines.” Its two iterations have been incorporated by reference in chapters of the State Health
Plan since 2009. The Commission incorporated these ED planning guidelines in the FMF Chapter
in order to provide a basis for evaluating the appropriate space and service capacity needs for an
FMF, even though the guidelines were specifically developed for hospital ED planning and not for
freestanding emergency centers.
The ACEP Guidelines set forth estimates of the number of treatment spaces for a range of
projected annual ED visit volumes for emergency departments with low to high range operating
characteristics. The position of an ED on the low to high range operational spectrum is determined
on the basis of 16 factors such as percentage of admitted patients, length of stay in the ED, location
of observation space, percentage of behavioral health patients, percentage of non-urgent patients,
and age of patients, as well as the presence of specialty units within the ED. If an ED ranks high
on more of the factors, space and treatment capacity should be planned for the number of treatment
spaces and square footage called for in the high range estimate for a given volume. If an ED ranks
on the low range for more factors, the low range guidance should apply. The ACEP Guidelines
also identify medium measures for each factor but not space and the number of treatment spaces.
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If the facility ranks in the mid-range for more factors the number of treatment space and the amount
of space should fall in between the low and high range.
Table III-3: ACEP Guide Recommendations: Number of ED Treatment Spaces Needed
at Various Visit Volume Levels
Annual
Low Range ED
High Range ED
Emergency
Annual Visits
Total
Annual Visits
Total Treatment
Department
per Treatment
Treatment
per Treatment
Spaces
Visits
Space
Spaces
Space
10,000
8
1,250
11
909
15,000
11
1,364
13
1,154
20,000
14
1,429
16
1,250
25,000
18
1,389
20
1,250
Source: Emergency Department Design - A Practical Guide to Planning for the Future (2nd edition)
pp.116-117

Although this table shows both low range and high range values, staff notes that the FMF
Chapter specifies that FMFs be outfitted according to the ACEP Guidelines for low range unless,
based on the particular characteristics of the population to be served, the applicant demonstrates
the need for a greater number of treatment spaces or the need for additional building space.
Between fiscal years 2014 and 2018, McCready Hospital experienced an average of 4,608
emergency department visits per year from its primary service area, and 5,157 total emergency
department visits per year. ACEP Guidelines estimate the number of treatment spaces needed to
accommodate emergency department visits starting at 10,000 per year. At a level of 10,000 visits
per year, the ACEP Guidelines project a “low range” need for eight treatment spaces. With
emergency department visits at roughly half the minimum low range guidance level provided, four
to five treatment spaces could be imputed as appropriate. McCready Health Pavilion has been
designed to have a total of seven emergency department treatment spaces, including one triage
room at 140 square feet, three treatment rooms, each at 140 square feet, one resuscitation room at
250 square feet, two secure holding rooms, each being 80 square feet. (DI #8, pp. 31-32).
Need for ED Treatment Spaces
In order to project the number of treatment spaces that would be required, the applicants
provided historic and projected ED visit volume for the existing hospital in Crisfield, and projected
volume for both Phases 1 and 2 of the FMF. See Table III-4, below. The applicants note that their
projections include an expected decline in ED use after implementation of the project. Current
guidelines allow for patients of all acuity levels to be taken to McCready Hospital’s emergency
department. After conversion, MIEMSS protocols will only permit EMS providers to transport
the following classifications of patients to the FMF: (1) priority 1 patients who are in extremis;
(2) stable priority 2 patients; (3) all priority 3 patients; and (4) all priority 4 patients. Patients at
the highest acuity levels not in need of stabilization will go directly to PRMC.
Table III-4: Actual and Projected ED Visits, McCready Hospital and McCready Health Pavilion
Actual
Projected for
Projected for
McCready Hospital
McCready Phase 1
McCready Phase 2
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
Total Visits 5,062 5,405 5,169 5,227 4,924 4,709 4,709 4,709 4,709 4,709 4,709
Source: (DI #1, p. 19 and DI #8, p.34).
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The applicants state that:
while a purely mathematical calculation under the ACEP Guide’s may result in a
slightly fewer number of emergency department treatment spaces, a certain number
of treatment spaces is still required for McCready Health Pavilion to function as an
emergency department. To this end, the ACEP Guide states that for ‘extremely
small emergency departments’ the ‘patients/examination space is low compared to
a larger facility because the few rooms in a very small emergency department allow
for little surge capacity or flexibility across the department.’ (ACEP Guide p. 114).
Further, there is little additional cost associated with developing three additional
treatment spaces and no additional staffing costs.
(DI #7, p. 11)
Emergency Treatment Space
The applicants state that the space allotted for emergency services is 5,107 SF, which
includes the 540 SF allocated to the emergency department waiting area. Excluded from this
calculation are administrative space, imaging, laboratory, and observation services. Also excluded
are other components of McCready Health Pavilion not contemplated by the ACEP Guidelines for
an emergency department, including the family medicine primary care clinic, physical therapy
services, and outpatient behavioral health services. The ACEP Guidelines do not suggest gross
square footage for emergency departments with less than 10,000 visits per year. The size of the
McCready Health Pavilion ED is below the low range of what is prescribed for an ED with 10,000
visits per year, and the size of each of the individual components of the ED is in keeping with
ACEP Guidelines.
Staff Analysis
ACEP Guidelines outline a number of different types of treatment spaces that should be
part of an Emergency department design, including care initiation spaces (triage rooms), general
spaces (treatment rooms), isolation rooms, resuscitation rooms, and, depending on the population
served, behavioral health secure rooms. Therefore, the realistic minimum number of rooms that an
emergency department could have and meet these standards is five, more than the four rooms that
would result from a strict adherence to a calculation using ACEP Guidelines for either high or lowrange use. The McCready Health Pavilion plans to have three general spaces, which may be
necessary to accommodate patients at peak operating hours.
While a strict interpretation of ACEP Guidelines through extrapolation of guideline values
(Table III-5) would recommend a low range estimate of 3,108 square feet for an ED with 4,709
patient visits per year, this calculation does not adequately address the space needs of extremely
small Emergency Departments. Additionally, the size of individual treatment rooms and service
spaces proposed for the McCready Health Pavilion ED fall within ACEP Guidelines.
Table III-5: ACEP Guidelines Recommendations: Number of ED Treatment Spaces Needed
at Various Visit Volume Levels
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Annual Emergency Department Visits

Low Range ED
Total
Departmental
Treatment
Gross SF
Spaces
8
6,600
11
9,075
14
11,550
18
14,850

High Range ED
Total
Departmental
Treatment
Gross SF
Spaces
11
9,265
13
11,375
16
14,000
20
17,500

10,000
15,000
20,000
25,000
ED treatment spaces and building gross
square feet needed, according to ACEP
Guidelines, for the number of visits
projected for the FMF (4,709 by 2024).
4
3,108
11
4,362
Source: Emergency Department Design - A Practical Guide to Planning for the Future (2nd edition) pp.116-117
and Modified Exemption Request. (DI #8).

Summary
Staff has evaluated the methods and results of the applicants’ approach to demonstrating
consistency with the ACEP guidelines in terms of the number of treatment spaces and building
space. Staff’s assessment is that both the number of treatment spaces and square footage planned
for the FMF exceed the ACEP planning guidance. The standard permits justification of treatment
capacity that exceeds the low range guidance “based on the particular characteristics of the
population to be served.” The applicants state that they have designed the size of the emergency
department to accommodate the service area population based on historic utilization trends and
operations. They point out that the ACEP Guidelines are described lines as a “starting point” and
state that “[t]here’s no ‘if you see X number of patients in a year, your department should be Y
square feet with Z number of patient care spaces. There are too many variables to consider.’” (DI
p32, quoting ACEP Guidelines, p. 106).
Despite the simple mathematical calculations that would indicate that the project has been
planned with excess capacity when strictly measured against the standards that are based on the
ACEP guidelines, staff recommends approval of the proposed conversion. This is a unique
situation. First, the scale of this proposed project is so small that the usual planning methodologies,
yardsticks, and benchmarks do not necessarily fit well. For example, with such a small number of
treatment rooms, a higher proportion of rooms to visits is necessary to accommodate peak usage.
Similarly, the low volumes projected for this FMF make it difficult to plan a facility that fits the
prescribed building space formula. Second, the proposed FMF conversion. If approved, will be the
only available health care for an isolated and economically challenged region with few
alternatives. There are no other emergency departments in Somerset County; the closest
emergency departments are located at PRMC and Atlantic General Hospital, approximately 30 and
40 miles away, respectively.
Finally, unlike inpatient bed capacity, there is no concern that potential excess FMF
emergency treatment capacity would produce overutilization of services, because under
Maryland’s All-Payer Model, there are no financial incentives for a hospital and its affiliated FMF
to increase ED or FMF utilization. Thus, more capacity at the FMF would not induce additional
emergency visits, but rather improve throughput at peak times.
Thus, despite the fact that a strict reading of the standard may lead to the conclusion that
the proposal includes excess ED treatment spaces and overall ED space, staff recommends that the
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Commission find that the proposed FMF is consistent with each of these parts of the standard,
based on a judgment that the small scale of the project requires a flexible interpretation of the
appropriate building size and number of treatment spaces.

(e)
Demonstrate that the proposed number and size of observation spaces
for the FMF are consistent with applicable guidance included in the most current
edition of Emergency Department Design: A Practical Guide to Planning for the Future,
published by the American College of Emergency Physicians, based on reasonably
projected levels of visit volume and average patient time in observation spaces.
(i)
Demonstrate that the FMF will achieve at least 1,100 visits per
year per observation space, unless, based on the particular characteristics of the
population to be served, the applicant demonstrates the need for a greater number of
observation spaces;
In fiscal year 2018, McCready Hospital had 131 observation cases. The average
observation length of stay was 22.7 hours, for a total of 124 observation days. At a projected
occupancy rate of 70% consistent with COMAR 10.24.11, the Acute Hospital Services Chapter,
for a facility with fewer than 50 beds, the applicants project a need for one observation bed at
McCready Health Pavilion. See Table III-6, below.
Table III-6. McCready Memorial Hospital Observation Utilization and Bed Need
FY 2018 Observation Cases
131
FY 2018 Observation Hours
2,978
Average Hours per Case
22.73
Observation Days
Observation Daily Census
Occupancy Target
Projected Observation Bed Need
Source: DI #8, p. 33.

124
0.34
70%
0.49

Although the applicants project a need for only one observation bed, they propose to
maintain two observation beds at McCready Health Pavilion. They state that not having an
additional observation bed could result in unnecessary transfers of patients requiring observation
services to PRMC approximately 30 miles away or other hospitals even further away in the event
that only a single observation bed at McCready Health Pavilion was occupied. In addition, they
state that because the FMF will already have the requisite staff and resources in place there will be
no additional operating costs, and minimal initial construction costs.
Staff Analysis
Staff concludes despite the fact that two observation rooms exceeds the ACEP Guidelines,
having two observation rooms at the FMF is eminently reasonable because it will prevent
unnecessary transfers to PRMC and will involve only minimal initial cost. Staff recommends that
the Commission find that the proposed FMF meets the requirements of Paragraph (e) and
Subparagraph (i).
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(ii)
Demonstrate that the size of each observation space does not
exceed 140 square feet, exclusive of any toilet or bathing area incorporated into an
individual observation space, unless, based on the particular characteristics of the
population to be served, the applicant demonstrates the need for larger observation
spaces.
Each of the two proposed observation rooms are 120 square feet in size. (DI #8, p. 34).
Staff concludes that the applicants have met this requirement.
(f)
Provide utilization, revenue, and expense projections for the FMF,
along with a comprehensive statement of the assumptions used to develop the
projections, and demonstrate that:
(i)
The utilization projections are consistent with observed historic
trends in ED use by the population in the FMF’s projected service area;
The applicants presented the data shown in Table III-7, below, projecting that usage at the
emergency department would remain steady at 2019 levels through FY 2025.
Table III-7: Actual and Projected ED Patient Volume, McCready Memorial Hospital and McCready
Health Pavilion FMF

ED visits
Estimated service area
population
Use rate/1,000 population

2017
2018
Historic
McCready
Hospital
5,056
4,830

2019

4,709

4,709

4,709

4,709

4,709

4,709

4,709

22,705
220.5

22,979
204.9

22,979
204.9

22,979
204.9

22,979
204.9

22,979
204.9

22,979
204.9

22,979
204.9

22,861
211.3

2020

2021

2022

McCready Health Pavilion
Phase 1

2023

2024

2025

McCready Health Pavilion
Phase 2

Source: ED data from DI #8, p. 34.

The usage projections provided by the applicants are consistent with historical trends.
Staff concludes that the application meets the requirements of Subparagraph (f)(i).
(ii)
The utilization projections for rate-regulated outpatient
services under Health-General Article §19-201(d)(ii) and (iv) and COMAR
10.37.10.07-2 are consistent with the observed historic trends by the population in the
FMF’s projected service area.
The applicants projected volumes for the rate-regulated outpatient services included in this
project, including outpatient clinics, imaging, and observation, that are consistent with historic
trends. In fact, they projected virtually no growth in demand for those services, with 22,979 patient
visits expected each year from 2019 to 2025. (DI #8, p.35). Staff concludes that the application
meets the requirements of Subparagraph (f)(ii).
(iii)
The revenue estimates for emergency services and other
outpatient services specified by the HSCRC under Health-General Article §1919

201(d)(iv) and COMAR 10.37.10.07-2 are consistent with utilization projections and
the most recent HSCRC payment policies for FMFs;
The revenue estimates for emergency services and other outpatient services at McCready
Health Pavilion were based on Global Budget Revenue (GBR) for the McCready Health Pavilion
that was discussed and agreed upon between PRMC and HSCRC staff. The revenue estimates
were based on the schedule provided by HSCRC, adjusted for inflation. (DI #8, Exh. 8; DI# 14).
Staff concludes that the application meets the requirements of Subparagraph (f)(iii).
(iv)
The staffing assumptions and expense projections for
emergency services and any other rate-regulated outpatient services under HealthGeneral Article §19-201(d)(ii) and (iv) and COMAR 10.37.10.07-2 are based on
current expenditure levels, utilization projections, and staffing levels experienced by
the applicant hospital’s ED and with the recent experience of similar FMFs; and
McCready Health Pavilion is projected to require 80.6 full time-equivalent (FTE) staff. (DI
#8, Exh. L). This figure is based on the operation of the emergency suite 24 hours a day and seven
days a week. The applicants state that the remaining direct care FTEs are consistent with current
levels and based on current salaries. This projection implies a reduction of 39.6 FTEs resulting
from the hospital-to-FMF conversion, in that McCready Hospital has a current staff of 120.2 FTEs.
Staff concludes that the applicants meet the requirements of Subparagraph (f)(iv).
(v)
Within three years of opening, the combined FMF and parent
hospital will generate net positive operating income.
The applicants presented financial performance projections for PRMC and McCready
Health Pavilion, the system components affected by this project. They projected a net income of
$19,829,236 for PRMC in 2025 and a net loss of $3,403,036 for McCready Health Pavilion,
resulting in a combined positive net operating income of $16,426,200. (DI #8, Table H, Revenue
and Expenses, Inflated, PRMC; DI #8, Table H, Revenue and Expenses, Inflated, McCready).
Staff concludes that the applicants meet the requirements of Subparagraph (f)(v).
(g)
Demonstrate that each operating room at the FMF will be utilized at
an optimal level within three years consistent with the standards in COMAR 10.24.11
for operating room capacity and needs assessment for dedicated outpatient operating
rooms and that the design is consistent with requirements in COMAR 10.24.11 for
health care facilities with surgical capacity.
This standard is not applicable. The project does not include outpatient surgical facilities.
(h)
Demonstrate that the proposed construction cost of the FMF is
reasonable and consistent with current industry cost experience in Maryland, as
provided in Regulation .04B(5) of this chapter.
The applicant responded to this standard by providing an analysis of the project
construction cost estimate with a benchmark cost based on the Marshall Valuation Service
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guidance on hospital costs, given that the facility will be built to hospital standards. Its analysis
yielded an adjusted project cost estimate of $410.28 per SF, $41.62 (10.1%) above the calculated
MVS benchmark cost ($368.66).
Table III-8 Calculation of Marshall Valuation Service
Benchmark for McCready Health Pavilion
Construction Class/Quality
Class A/Good
Number of Stories
1
Square Feet
25,172
Perimeter
780
Average Floor to Floor Height
12.0
Base Cost per SF
Elevator Add On
Adjusted Cost per SF
Adjustments for Dept. Cost Differences
Gross Base Cost per SF

$398.00
$0
$398.00
0.99
$394.02

Multipliers
Perimeter Multiplier
Height Multiplier
Multi-Story Multiplier
Refined Cost per SF
Sprinklers
Adjusted Refine SF Cost

0.926
1.0
1.0
$364.84
$3.82
$368.66

Update Location Multipliers
Current Cost Multiplier
Location Multiplier
Final Benchmark MVS Cost per SF

1.02
0.98
$368.66

Source: DI#8, pp. 37-41

MVS Department Name
Emergency suite
Primary care clinic
Public space
Physical medicine
Laboratories
Radiology
Outpatient behavioral health department
Offices
Service departments
Unassigned space

Square
Feet
5,096
2,245
2,000
2,875
1,051
2,200
1,226
1,887
2,397
4,195
25,172

MVS
Differential
Cost Factor
1.18
0.99
0.8
1.09
1.15
1.22
0.99
0.96
1.2
0.5
0.99

Cost Factor X SF
6,013
2,223
1,600
3,134
1,209
2,684
1,214
1,812
2,876
2,098
24,861

Source: DI#8, pp. 37-41

This standard requires that any rate increase proposed by the hospital related to the capital
cost of the project “shall not include the amount of project construction costs that exceeds the MVS
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benchmark and those portions of the contingency allowance, inflation allowance and capital
construction interest that are based on the excess construction cost.”
Since the MVS costs already include capital construction interest, the excess construction
cost only needs to be adjusted for the contingency and inflation allowances. Staff has apportioned
the costs shown in Table III-8, above, by the percentage that the applicants’ estimates exceed the
MVS benchmark (10.1%) calculated by staff. The resulting exclusion is shown in the following
table.
Table III-9: Calculation of excess cost
Construction cost exceeding benchmark
($41.62 x 25,172 SF)

$1,047,658

The portion of future inflation that should be excluded
($973,820 x 10.1%)
The portion of the contingencies that should be excluded
($2,260,000 x 10.1%)
Total to be excluded from any rate increase proposed
by the hospital related to the capital cost of the
project

$98,356
$228,260

$1,374,274

Based on this analysis, staff recommends that, if the Commission approves the proposed
conversion to an FMF, approval of the project should be accompanied by the following condition:
Any future change to the financing of this project involving adjustments in rates set
by the Health Services Cost Review Commission must exclude $1,374,274. This
figure includes the estimated new construction costs that exceed the Marshall
Valuation Service guideline cost and portions of the contingency allowance and
inflation allowance that are based on the excess construction cost.
(i)
Demonstrate that the conversion to an FMF will result in the delivery
of more efficient and effective health care services including an explanation of why
the services proposed for the FMF cannot be provided at other area hospital
Emergency departments, FMFs, or other health care facilities, and demonstrate why
other less expensive models of care delivery cannot meet the need of the population
to be served.
The applicants state that McCready Hospital, in its current form, is not sustainable, but that
residents of southern Somerset County need access to the health care infrastructure currently
provided by the hospital to improve community health in the region. McCready Hospital is
currently the only provider of emergency medical services in Somerset County. Additionally, the
outpatient clinics at the hospital employ the only primary care and behavioral health providers in
southern Somerset County. The lack of primary care and behavioral health providers in Crisfield
limits patients’ ability to receive preventative and routine care. The applicants believe that the
transition from McCready Hospital to McCready Health Pavilion will allow PRMC, as McCready
Health Pavilion’s parent hospital, to provide needed outpatient clinical services integrated with
other community providers and agencies. (DI #8, pp. 41-42).
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The applicants state that while there are two urgent care centers approximately 20 miles
away from Crisfield, one in Princess Anne and One in Pocomoke City. Somerset County lacks
transportation infrastructure between Crisfield and these facilities for individuals who lack access
to a car, which, according to the county’s latest community health needs assessment, may be up to
30% of the population in some of the zip code areas in McCready Hospital’s service area. The
applicants believe that while opening an urgent care facility in Crisfield would provide the level
of service needed in the community for most patients, such a center would struggle due to the
current payor mix of McCready patients. See Table III-10, below. In addition, they note that an
urgent care center would not be able to obtain the higher charges possible for an FMF under
Maryland’s rate regulation system. (DI #8, p. 42).
Table III-10: Projected Payor Mix
McCready Health Pavilion
Payer
% of Total
Medicare
35.0%
Medicaid
39.1%
Commercial
17.9%
Charity/Self-Pay
6.4%
Other
1.7%
Total
100%
Source: DI #7, p. 20.

The applicants estimate that an urgent care center would generate approximately 3,120 visit
per year, or 60% of the visits estimated for the proposed FMF. (DI #12, p.2). This reduction is
due to the fact that higher acuity patients could not be seen at an urgent care center, and that the
urgent care center would not operate 24 hours per day. The applicants calculated that an urgent
care center in Crisfield would generate $366,818 in net revenue per year, which would be
insufficient to cover capital costs and staffing requirements and, therefore, an urgent care center
would not be a viable option. See Table III-11, below. The same patient population seen at the
McCready Health Pavilion FMF is projected to generate $1,600,229 in revenue.
Table III-11 Analysis of Net Revenue for an Urgent Care Facility in Crisfield
McCready Health Pavilion FMF
Urgent Care
Key Assumptions
Patient Visits
3,120
3,120
Gross Charge per Visit
$646
$181
Deductions as a % of Revenue
21%
35%
Net Revenue per Visit
$513
$118
Revenue Projections
Gross Patient Revenue
Less Deductions from Revenue
Net Patient Revenue
Source: DI #12, p. 2.

$2,015,461
($415,232)
$1,600,229

$564,845
($198,027)
$366,818

The applicants state that the closure of McCready Hospital without a suitable replacement
in the area would also put a strain on both the emergency medical services (EMS) providers in the
area and on the emergency department at PRMC. The applicants state that PRMC’s emergency
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room is currently operating at 90% of capacity and additional patients from Somerset County could
require expansion of the emergency department to meet this demand. (DI #8, p. 24).
In addition to primary care and behavioral health services, patients and residents who
receive outpatient services at McCready Health Pavilion will have access to PRMC’s community
health programs and services to address their health needs. These include programs to identify
patients with social determinants as health risk factors, who have been diagnosed with chronic
disease, and who require behavioral health education and support. The patients identified will
receive further support from PRMC, including community health initiatives, such as chronic
disease prevention and management programs, care management, and care coordination. The
applicants also state that providing access to telehealth providers for specialty care, behavioral
health services, and care coordination would be a potential opportunity for McCready Health
Pavilion to expand community access to health care services. (DI #8, pp. 27-28).
Staff Analysis
Staff concludes that the applicant has demonstrated the relationship between the proposed
project and its likely impact on improving the efficiency and effectiveness of local health care
delivery. Staff agrees that an urgent care center, while providing access to much of the need for
urgent and emergent health services in Crisfield, would not be a fiscally viable option over the
long term. Not only would the revenue generated at an urgent care center be insufficient to sustain
a facility in the area, an urgent care center would lack the array of outpatient services needed by
this underserved rural population.
According to the County Health Rankings,6 Somerset County ranks at or near the bottom
of the State for socioeconomic indicators, life expectancy, quality of life, and access to health care.
The proposed project, by retaining high-level emergency services in Somerset County and
facilitating the availability of outpatient primary care and behavioral health services, will help to
ensure access to adequate health care services in an area with significant adverse social
determinants of health. The applicants’ plan to provide a full range of health care services will
work to improve population health in Somerset County, thereby reducing residents’ reliance on
emergency medical care. Additionally, with respect to cost, the McCready Health Pavilion is a
less expensive alternative to the current hospital in Crisfield.
Staff recommends that the Commission find that the applicants meet the requirements of
Paragraph (i).
(j)
Demonstrate that the conversion is in the public interest, based on an
assessment of the converting hospital’s long-term viability as a general hospital
through addressing such matters as:
(i)
Trends in the hospital’s inpatient utilization for the previous
five years in the context of statewide trends;
6

https://www.countyhealthrankings.org/app/maryland/2019/rankings/somerset/county/outcomes/overall/s
napshot
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Between fiscal years 2013 and 2018, McCready Hospital averaged 283.5 discharges, with
a peak of 321 in 2014. Discharges dropped to 232 in FY 2018. Since 2013, inpatient volume has
declined by over 21% compared to a 14% decline across the State. (DI #8, p.43). The applicants
state that the declining demand for inpatient services at McCready Hospital, combined with the
cost of maintaining the hospital’s infrastructure, results in unsustainable financial losses, and that
continuing to operate the current hospital with reduced volumes is neither viable from a licensure
standpoint nor in the public’s best interests. Staff agrees and concludes that the applicants have
met the requirements of subparagraph (j).
(ii)
The financial performance of the hospital over the past five
years and in the context of the statewide financial performance of Maryland
hospitals;
McCready Hospital has had a negative operating margin since FY 2015, ranging from a
“high” of -3.8% to a low of -5.2%. These margins are significantly worse than statewide hospital
performance which ranged from 3.0% to 3.4% over the same period. (DI #8, p.44). Staff concludes
that the applicants have met the requirements of this subparagraph.
(iii)
The age of the physical plant relative to other Maryland
hospitals and the investment required to maintain and modernize the physical plant;
The average age of McCready Hospital’s physical plant in fiscal year 2018 was 14.1 years.
Because the H1 schedule was removed from the Statewide Hospital Disclosure Report beginning
in FY 2017, a current comparison to the statewide average cannot be made. In the last year that
such data was available, McCready Hospital’s average age of physical plant was 12.9 years
compared to a statewide average of 11.5 years. That same year a publication by Moody’s Investor
Service quoted the median average age of plant for hospitals rated by Moody’s at 11.0 years. (DI
#8, p.45).
A study commissioned by PRMC estimated that the construction cost of replacing the
hospital would be approximately $14 million (total project cost would be higher) and that
renovations that would be required to the current physical plant would equal or exceed the cost of
new construction. (DI #7, Exhibit 9: Report on McCready Hospital prepared by Callison RTKL)
The applicants state that addressing architectural and code deficiencies would require the facility
to be totally gutted and renovated, and the engineering infrastructure is approximately forty years
old and has been maintained on a tight budget. Renovation would need to take place in phases in
order to continue to provide services at the hospital.
Aside from cost, the applicants state that the facility’s location renders renovation
impractical. Portions of the facility encroach upon the 100-foot critical area buffer of Daugherty
Creek, and the hospital sits only nine feet above the high-tide line. While the hospital’s clinical
space has never flooded, support areas have. Based on the above, staff recommends that the
Commission find that the applicants meet the requirements of Subparagraph (jii).
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(iv)
The availability of alternative sources for acute care inpatient
and outpatient services that will no longer be provided on the campus after conversion
to a freestanding medical facility; and
PRMC already dominates the market for inpatient hospital services in the McCready
Hospital’s service area, with a 61.3% market share in fiscal year 2018, compared to McCready
Hospital’s 9.8%. (DI #8, p. 46). Outpatient services, under this proposal would continue to be
provided to the service area at the current outpatient clinic in Phase I, and at a new outpatient clinic
operated out of the new building housing the FMF. Staff concludes that the applicants have met
the requirements of this subparagraph.
(v)

The adequacy and appropriateness of the hospital’s transition

plan.
The applicants state that they plan to transition the hospital to an FMF as soon as approval
for the plan has been granted. (DI #8 p.3). The inpatient areas of the hospital will close, with
patients needing inpatient care transferred to PRMC or another hospital, as appropriate. In both
Phase 1 and Phase 2, the FMF will be staffed by emergency physicians and clinical staff as
required. Current staff of McCready Hospital will be hired by PRMC when appropriate based on
years of service and performance evaluations. Severance pay will be given to workers displaced
by the project. After the new FMF is constructed, the applicants anticipate that the existing
hospital will be demolished. (DI #7, pp. 47-48). Staff concludes that the transition plan meets the
requirements of this subparagraph.
Summary regarding requirements in Paragraph J.
Staff concludes that the applicants have demonstrated that the conversion of McCready
Hospital is in the public interest. Staff arrived at that conclusion based on the hospital’s extremely
low (and declining) inpatient utilization, its precarious financial performance, without prospect of
improvement, the age and condition of the physical plant, as well as its precarious location, and
the ready availability of PRMC as an alternative site for inpatient services, as well as continuing
local availability of outpatient services and the appropriateness of the transition plan.
(k) Demonstrate that the conversion is in the public interest, based on an
assessment of the parent hospital’s projected financial performance or the projected
financial performance of the parent hospital and other health care facilities that share
a global budget with the parent hospital.
The proposed FMF is projected to incur operating losses totaling between $1.8 million and
$2.6 million per year in fiscal years 2023 through 2025. These losses will be absorbed by PRMC
and will be offset by the profitable operation of the hospital system. PRMC presented actual and
projected financial performance for the hospital in Salisbury and the future FMF in Crisfield. It
showed a combined net income in excess of $45 million for 2018, with a positive bottom line
forecast through 2024, in which it projects a combined net income of $19,829,236. (DI #8, Table
H).
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While the FMF will not generate a profit, PRMC’s projected financial performance should
continue to be strong enough after the merger with McCready and the conversion of the existing
hospital in Crisfield. For this reason, staff concludes that the project satisfies the public interest
requirement in Paragraph (k).
(9) The Commission shall grant a requested exemption from Certificate of Need within
60 days of receipt of a complete notice of intent from a general hospital to convert to a
freestanding medical facility if the Commission, in its sole discretion, finds that the
action proposed:
(a)

Is consistent with the State Health Plan;

Based on the information contained in this staff report, staff recommends that the
Commission find that the proposed conversion is consistent with applicable requirements in the
State Health Plan.
(b)
services;

Will result in more efficient and effective delivery of health care

As noted in its analysis under Paragraph (8)(i), Commission staff concludes that there is a
strong basis for finding that the proposed project will be more efficient and effective than retaining
McCready Hospital in its current configuration. Health care delivery of hospital services and
outpatient services will be offered in a less costly venue in an area that is devoid of other options
for primary care and behavioral health outpatient services. Accessibility to PRMC for patients with
higher acuity will remain an option for the residents of Somerset County, but the retention of local
accessibility of emergency care will ensure an efficient and effective delivery of the services.
Staff recognizes that having an FMF as the only option for patients seeking urgent and less
intensive emergency care close to Crisfield will mean higher charges for provision of these services
than would be the case for an alternative venue, such as an urgent care center. The trade-off
between improved access to services for more acute emergent care and longer hours of availability
and the lower charges possible in an alternative venue is inherent in FMF development. While
optimum efficiency in delivering outpatient services will not be achievable through this project,
the applicants have made a convincing case that this trade-off is necessary for the small but isolated
community of Crisfield and its surroundings. For this reason, Staff recommends that the
Commission find that the proposed conversion will result in more efficient and effective delivery
of health care services.
(c)
Will maintain adequate and appropriate delivery of emergency care
within the statewide emergency medical services system as determined by the State
Emergency Medical Services Board; and
A positive determination on this criterion was made by the State Emergency Medical
Services Board and is attached as Appendix 1. (DI #10, p. 1).
(d)

Is in the public interest.
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As noted in MHCC staff’s analysis under Paragraphs 8(j) and (k), staff concludes that
conversion of McCready Hospital to an FMF, with PRMC as its parent hospital, is in the public
interest.
(10)
If a general hospital decides that it will close because the Commission denied
its request for exemption from Certificate of Need to convert to a freestanding medical
facility or because its conversion request was not considered by the Commission as the
result of a determination by the State Emergency Medical Services Board that
conversion to an FMF would not maintain adequate and appropriate delivery of
emergency care within the statewide emergency medical services system, the hospital
must provide the notice of closure and hold the public informational hearing required
by Health-General §19-120 and Commission regulations adopted pursuant to the
statute.
This requirement is not applicable in this review unless the request for an exemption from
CON is denied.
IV.

RECOMMENDATION

MHCC staff recommends that the Commission approve the request for an exemption from
Certificate of Need to convert McCready Hospital to a freestanding medical facility that will
provide rate-regulated outpatient services as well as emergency services and observation and will
be an administrative unit of Peninsula Regional Medical Center. Staff concludes that the request
complies with the applicable standards established for such conversions in the FMF Chapter of the
State Health Plan.
Maryland law and the FMF Chapter require substantial inter-agency review, public input,
an applicant’s demonstration of the need for the capacity and space it proposes to develop, and a
demonstration of the reasonableness of the project’s cost. The FMF Chapter employs guidance on
the development of emergency department space and observation beds produced by the American
College of Emergency Physicians that are incorporated into the FMF Chapter, which also permits
applicants to propose and explain the basis for higher levels of planned capacity or space. The
Commission determines if the public interest is served by the project and whether it will result in
more efficient and effective delivery of health care services.
Both the Maryland Institute for Emergency Medical Services Systems (MIEMSS) and the
Health Services Cost Review Commission have provided input to the Commission that is
supportive of this proposed hospital transition. MIEMSS has found that the transition of
McCready Hospital to an FMF is not anticipated to cause a disruption in the availability and
accessibility of emergency medical services that poses a threat to public safety or health care
delivery. HSCRC has agreed to regulated rates for an appropriate array of outpatient services to
facilitate this project’s feasibility and long-term viability.
The small volume of care on which this project is based is an outlier with respect to the
typical expectations for FMF development in the FMF Chapter. Commission staff concludes that
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the emergency treatment capacity (seven beds) and the observation bed capacity (two beds)
proposed for this FMF project are a minimum foundation for the project even though the very low
volume expectations make these capacity levels appear excessive under the ACEP Guidelines.
The FMF is projected to handle approximately 5,000 visits per year. However, the ACEP
Guidelines are not readily applicable to this small project. Planning guidance for a hospital ED,
that would provide only 5,000 visits per year is not contemplated in the ACEP Guidelines, which
apply to hospital emergency departments. Staff concludes that the savings that would result from
marginally reducing the number of treatment spaces in a project such as that proposed would not
be great and would come at the cost of less operation flexibility to handle fluctuations in demand.
Finally, Commission staff concludes that there is a strong basis for finding that the
proposed project will be more efficient and effective than retaining McCready Hospital in its
current configuration. Delivery of inpatient care will occur at much larger hospitals that can
achieve lower cost and charges because of their scale. Much of the outpatient service provided
will be comparable, with respect to charges, to the services provided at the existing hospital, and
reduced costs for producing those services may be obtainable with the new outpatient setting
designed for delivering outpatient care only. While charges will be higher for these services than
charges at non-rate regulated providers, the area is not one that is likely to attract or adequately
support lower charge alternatives. The options for primary care and behavioral health service
delivery that would have lower charges than those of the FMF are not available in the small
Crisfield market.
For these reasons, MHCC staff recommends that the Maryland Health Care Commission
APPROVE the proposed conversion of Edward W. McCready Memorial Hospital to a freestanding
medical facility, with the following conditions:
1. Within 120 days of this exemption approving the request for exemption from
Certificate of Need filed by Edward W. McCready Memorial Hospital and
Peninsula Regional Medical Center for the conversion of Edward W. McCready
Memorial Hospital to a freestanding medical facility, Peninsula Regional
Health System, Inc. shall become the sole member of the McCready
Foundation, Inc.; and
2.

Any future change to the financing of this project involving adjustments in
rates set by the Health Services Cost Review Commission must exclude
$1,374,274. This figure includes the estimated new construction costs that
exceed the Marshall Valuation Service guideline cost and portions of the
contingency allowance and inflation allowance that are based on the excess
construction cost.

29

IN THE MATTER OF

*
BEFORE THE
*
CONVERSION OF
*
MARYLAND
*
EDWARD W. MCCREADY MEMORIAL
*
HEALTH CARE
*
HOSPITAL TO A FREESTANDING
*
COMMISSION
*
MEDICAL FACILITY
*
*
Docket No. 19-19-EX010
*
*
****************************************************
FINAL ORDER
Based on the Commission staff’s analysis and recommendation, it is this 16th day of
January, 2020, ORDERED:
That the request by the Edward W. McCready Memorial Hospital and Peninsula Regional
Medical Center for an exemption from Certificate of Need to convert the Edward W. McCready
Memorial Hospital to a freestanding medical facility to include: a first phase transition involving
operation of a freestanding medical facility in the existing hospital building; a second project phase
involving construction of a new freestanding medical facility building at 4660 Crisfield Highway,
in Crisfield, with seven treatment spaces, a triage room, and a two-bed observation unit, as well as
rate-regulated outpatient primary care clinic services, outpatient behavioral health services,
outpatient rehabilitation services, diagnostic imaging services, and laboratory services, at an
approved expenditure of $25,589,294, is hereby APPROVED, with the following conditions:
1. Within 120 days of this exemption approving the request for exemption from
Certificate of Need filed by Edward W. McCready Memorial Hospital and
Peninsula Regional Medical Center for the conversion of Edward W. McCready
Memorial Hospital to a freestanding medical facility, Peninsula Regional
Health System, Inc. shall become the sole member of the McCready
Foundation, Inc.; and
2.

Any future change to the financing of this project involving adjustments in
rates set by the Health Services Cost Review Commission must exclude
$1,374,274. This figure includes the estimated new construction costs that
exceed the Marshall Valuation Service guideline cost and portions of the
contingency allowance and inflation allowance that are based on the excess
construction cost.
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MEMORANDUM
TO:

Kevin McDonald, Chief
Certificate of Need

FROM:

Katie Wunderlich, Executive Director, Health Services Cost Review Commission
Jerry Schmith, Director, Hospital Revenue and Regulation Compliance, Health
Services Cost Review Commission

DATE:

January 10, 2020

RE:

Request for Exemption from Certificate of Need Review
Conversion of Edward W. McCready Memorial Hospital to a Freestanding
Medical Facility

On January 9, 2020, you asked that we provide comments on Edward W. McCready Memorial
Hospital’s (McCready) and Peninsula Regional Medical Center’s (PRMC) request for an
exemption from CON Review to convert McCready to an FMF.
Specifically, you requested that we comment on MHCC’s standards that requires that the
applicant confirm that it has:



“receive[d] a determination from HSCRC, issued pursuant to COMAR 10.37.10.07-2D,
regarding each outpatient service to be provided at the proposed FMF for which the
applicants seek rate regulation;” and
have “receive[d] approved rates from HSCRC for each rate-regulated outpatient service
at the proposed FMF.”

In response to those standards the applicants stated:
Throughout the process of selecting an FMF as the appropriate facility to deliver care to
the residents of Somerset County, representatives of McCready and PRMC met with the
HSCRC to discuss regulated service offerings as well as the corresponding Global
Budget Revenue cap for McCready Health Pavilion. The financial projections are
consistent with these discussions. Throughout this process, the HSCRC confirmed its

willingness to extend regulated service recognition to all services described in the
Project Description and as set forth below:
- Primary Care Clinic
- Behavioral Health Clinic
- Emergency Department Services and Supporting Ancillaries
- Observation Services and Supporting Ancillaries
- Infusion
- Imaging
o Radiography
o Computed Tomography (CT)
o Ultrasound
Further, the HSCRC has preliminarily agreed to GBR amounts for the FMF which was
used for the financial projections.
The HSCRC staff has previously had discussions with PRMC and McCready regarding the
merger and conversion of McCready to an FMF. The HSCRC staff had agreed to allow
outpatient services that are currently being provided at McCready to continue to be regulated if
MHCC approves the conversion to an FMF. The outpatient services identified above appear to
be in line with those services currently being provided at McCready. However, the final rates
that may be approved, if and when, that happens have not been finalized yet.
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