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“"Statement of Policy: Hospital Cost Contairment Methodology,' and that
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board of directors as substitute emergency rules and they tzke the
place of the former filing of these same rules on June 8, 1984,
effective upon their filing with your office.
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assessments of Acute Care Hospitals, as per und.ohe“ 16,
Article 298. The Authority does not raceive any Tunding from
the General Reverue Fimd.
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Specific groups of ditizens.

City and County Govermment should rot be effected by these proposed
rules, even if they operate or are responsible in some way for the
operation oI an acute care hospital. Industry and business in general

should benefit from the Authority's efforts to slow down the rate of

Increase in acute care hospital costs.
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increase in acute care hospital costs For the citizens of the state.
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Sguisment 18,857 20,271

2. Explamation of above ecilimsatles.

The zbove estimates were based on those costs directly associated with
the rate review process, as well as a percentage of the Board's time,
administrative time and current expense., Fubure vear estimates are based
on a2 7 1/2 percent increase in costs.

3. Date 8/15/84 fzenzy_Health Care Cost Review Authority
Sigrziurs of foiae R - Soureiue of SLutnoTiIes Reirzersiicios -
A e - ;
mHG Ly [ e S c e NaS, £ Cu_‘____é
r e a4 x . . - | . . i
Sally ¥. Richardson, Chalrperson Bill J. Crouch, Executive Director




TABLE CF CONIENTS

Page No.
1. ImitroductTion 1
II. Pnase One of the Methodology : 5
A, Determining Allowed Revenus 5-10
B. Uniform Reporting 10 - 11
C. TWages, Salaries and Fringe Benefits i1 - 12
D. Mzjor Issues Relating to Phase One 12 - 20
Capital Facilities Allowance
. Working Capital
Hospital-Based Physicians
Education

Research Costs

Cther Operating Revenue; MNen-operating Reverue
. Fund Raising

Differentials

Uncompensated Care

WO~ W o

ITI. Thase Two of the Methodology 20 - 21

IV. Appendix

FILED IN THE OFFICE OF
A. JAMES MANCHIN

SECRETARY OF STATE

THIS DATE f*/f,ﬂofyj

Administratios 1.y Mivisiomn




el
=
~I
2]

T -
a2 [
(o) ‘e

[¥a]
o
o
.

el
[
-
m

St

CT:

SUPPLIZD 70 THE

ad ARA T T T
COMMITTEE

Statement of Policy: FEospital Cost Contzimment Methodology

INFORMATION REQUIRED

1.

Please give the ci f the siatute which authorizes

T
your promulgation ¢

§§156-293

If the statuie under which you promulgated the submi
rules requires cariain findings and determinations t
made 25 a condition precendent to iheir promulgation
I -
(29A4-3-5)

a, Give the datie upon which you 7iled in the Siate
Register a notice of the time and place of &
hearing for the taking of evidence and a general
description of ihe issues to be decided.

N/A
>
. . - Cs . ‘ : ‘ o
b. Was the hegaring held on fthe date scneduled znd were
~ = -+ - - - .
i1 interecied parties permitied i¢ De neard?
7\:1" A
2. 0On whet gate <dicd you 7ile in ing tna
Tirdinos end detormirziions vequd LT
thz ressons therefor?
A
“
2
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18 Tz Tvansooint o7 20 svigerce vefgives prazarvyvac
gng @viiizbie for Z.2lic otnsoegTior @nwo ocounyTeo?
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271 rules oromuicatad: .

When ¢id you Tile the rules in the siztz Register
together with nozTice of & hearing time, date and
Tocation? {2%98~3-5} -

Anril 16, 1984 =nd June 8, 1984
Did you give 2t Teaast 30 days notice and noc more
than 80 days notice? {29fF-3-7)
ves

What oiher natice, incjuding sdveriising, cid

you give of the hesaring? (29L4-3-3)

Mailed netice o hospitals. Submitted motice to news medis ]
lias the nearing held ¢n the scheduled date? IF

not, why not?

ves, May 16, 1984 znd July 9, 1984
Wes the opportunity given for 21l interesied periies =%
to submit data, objeciions, suggested amendments,
views, evidence or arguments?

ves

List 2171 perzgns whe arvezred 21 the nezving end what
*yoe 0F Tomment. they TEde abouT The prongsed ruisc
Jfor, zgeinst, cuzgcsted and zmendmenti). Flaziss
attegcn & copy of Lne minutes of the hezvring )

Perscns who zpnesrad a2t the

hearing are listed Zolliowing
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INTRODUCTION -

The West Virginda Health Care Cost Review Authority was created by
an Act of the West Virginis legislature (S.B, 320) in March 1983,
Under this legislation, the Authority's primary responsibilities
are to: (1) develop & rate-setting system to ensure the contain-
ment of consumers' costs for hospital acute care services, (2)
develop a wnifomm system of reporting hospital data, and (3) ensure
the. continuation of appropriate acute care hospital services in

West Virginia.

It is the Authority's position that initial regulation should be
constraining vet allow flexdbility. It is nelther practical nor
desirable to begin regulation with a complex mechanism utilizing
multiple constraints. Rather, the regulatery process should be
adaptive in nature. As the data base develops, regulation conforms
to information end to circumstances in the Industry. Comstraints
will be gpplied with prior knowledge of financizl impact. Using
this "phased'’ approach to regulation, the Authority will actempt to
slow the increase in health care costs, while ensur:mg the continua-
tion of zppropriate acute care hospital services in West Virginia.
Accorcdingly, the Authority has chosen to implement the Cost Contain-
ment Methodology in West Virginie in two phases. Phase One should
lest approximately two vears, and will review a hospitzl’s proposed
budzet and total revemue requirements. In Phase Two, the Authority
will review deparimentzl expenses and ravenue requirerents, mlessi |
the information available indicates such methodology is not in the

best interest of the State's hospitals or consumers of health care.




In developing a methodology to Implement prospective rzte-setting,

the Authority was guided by legisla

ot

ive ::ate:*t ) The West Virginia
Code, Chapter 16, Artictle 293, re:-‘;ergto the welfare of the citizens
of this state being threatened by wnreascnable Increases in the
cost of acute care hospital sexrvices. It is this rate of increase

in aggregate gross patient revenues which 1s the major focus of the

initial rate-setting mechanism. In Phase One, it is the Authority's

intent that the rate of Increzse in aggresate gross patient revenues

be limited to that of inflation in the national hospital industry.
In Phase Two, it is anticipated that the rate of increase will be
limited by an inflation factér which will be applied to individuasl

department rather than to total hospital revenuss.

The Authority recognizes the need to evaluate each hospital's
operating expenses for reasonsbleness, efficiency, and relation-

ship to rates. However, prior to analysis, it is necessary to
establish a data base with an expense categorization which is both
comprehensive and cémparzble among hospitals. The data base begins
with a miform method of reporting costs and revenues for services
provided to individual patiencs. With the legislatively mandated
wuriform reporting system, scheduled for July 1984 implementation,

the Aunthority will begin to acouire wniform data. Thne constreints

appliecd in Phase Two will evolve from this information.

Clearly it was a legzislative intent fo achieve equity amcng paycrs.

Currently some payors receive ''discouncs' from rates charged other

payors. In Phase One, the Authority will concuct 2 study which

will quantify facrtors used in establishing this ciscoumt or




"ditferential." The results of the study will be applied to various

payor rates in Phase Two.

It was also the legislative intent that the rate-setting mechanism
alloew for differences among hospitals by conforming to individual
tospital circumstamces. 1In Phase One, this mandate is met by

reviewing each hospital's financial requivements. end In setting

revenue limits to meet these requirements. the Authority will review

the hospital's proposed budget, the calculated revenue Limit derived

cn Form 5-C of the Procedural Rules, and any other pertinent information

regardine & hospital's financizl needs. Additionslly, each hospital

is guaranteed consideration of wnique circmstances in that it may

apply for a rate change at any time.

The Authority notes that Section 20 (b) of the Act requires the

board to consider the appropriateness of both the proiected gross

revenues and the amount of net revene over expenditures for each

hospital. In this regard, no one item or Zorm of infoxmation is

determinative of the board's final decisons on these issues. 7

Rather, the board will fake into consideraztion all information

provided to i1t and will weigh each item of information against the

others in arriving et its decisions. While the hospital's proposed

budzet and the calculated revetiue limits from the procedural fomms

are entitled to weight in the bozrd's decision meking process,

neither iten is conclusive, Rether, it is the hospital’s overall

finzncial condition with which the board is concernsd.
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The law recognizes utilization review as an importent part of the
process. In Phase One, the Authority will work closely with the
Professional Review Organization (FRO) to develop a utilization
review process to evaluate services provided to individual patients.

Once the parameters of Inappropriate care are known, the Authority

will incorporate incentives and limits into the regulatory process.

Should & conflict arise between the gross patient revenue limit set

by the Board and the reverue generated or anticipated by the schedule

of rates, the gross patient revemue limit shall take precedence and

the hospital shall take actions to reduce its schedule of rates,

The hospital mist notify the Board of the reductions made by the

hospital, Nothing in this subsecticn is intended to apply to a

sithation where greater utilization than was anticipated results in.

the generation or enticipation of the excess gross patient revere.

Moreover, the Board reserves the right to review the hospital's

compliance with its final orders and to direct changes in the

schedule of rates, following notice and am opportimity for hearing,

if guch action is warranted.

The law also reguires the Authority to request a waiver for Medicare
payments. This, in effect, transfers the choice of the rate-
setting mechanism from the Federal Goverrment to the state agency.
vithough the Health Care Finsncing Adminisization has opposed

states controlling the Medicare program, a state that meets the

Congressional requirements muist be granted a waiver. The Authority




is confident that those requirements will be fulfilled and that
West Virginia will recelve a waiver. Cnce a waiver is obtained,

the State will follow Federal guidelines in disallowing payment for ]

utilization deemed inappropriate by FRO. . B

In order to obtain g waiver, sbsolute budget neutrality must be
achieved for Medicare revenues. Whatever the method of setting
rates, the Authorizy intends to assure the Federal Goverrment that
total Medicare expenditres, using the State. system, will not
exceed what would have been paid urder the Federal system. Prior
£o receiving a Medicare walver, revenue limits set by the Authority

will execlude Medicare revenues.

PHASE ONE CF THE METHCDOLOGY

in'order to facilitate the review process, the Authority has chosen

to place hospitals into groups according to their fiscal years (see
Appendix 4) ., The review process will degin in Jume 1984 for growm

cne hospitals with the remaining groups begimming the review process .
approdmately one month prior to the start of thelr 1985 fiscal

years,

4. DETERONING ALLOWED REVENUE REQUIBEMENTS

[
.

Determining the Rate of Increase

™




In determining the allowed revenue limit for the next
fiscal vear, it is necessary £o establish a base revenue
upon which to adjust future revenues. This amount will
be derived from hospital data submitted to the Authority.
The Authority will provide reporting forms which will
require revenue, expense, and utilization data. In

addition te the historic data, a prepased board approved

budget for the mext fiscal year must be submitted.
Assumptions used in making budget projections will also

be required, including documentaticn and supporting
avidence of anticipated volume changes. An expense base
will be calculated to include cperating expenses, depreciation
and Intersst expenses, interest expenses related to the
acouisition of workdng capital, education expenses, and
cother similar elements. Expenses and revenuss for Medicare
and Medicaid will be set aside until the Department of
Health and Human Services has approved the necessary

changes in the State ledicaid Plan and/or approved the
Authority's application for a Medicare Vaiver. Next, an
inflation factor plus an allowed percentage for technology
will be applied to the expense base. The inflated base

may then be adjusted for anticipated changes in volume
and/or sexrvices, or changes in wages, salaries, and
benefits to non-supervisory perscmmel. An amoumt sufficient
to cover charity care, wncollectsble accomts, =nd non-

goverrnment contracted zllowances will be added to the

expense base to vield allowsble revenues for the next




fiscal year. A retum oo equity will be agllowed for

probrietary and non-proprietary hospitals. For non-

proprietary hospitals this retiom will be egqual to the

inflation Iactor, for propriecary hospitals, the retrn

will be adjusted by the corporate tax rate. Tais The total

amount will then be esmpared to evaluated along with the

hospital's budgeted revenues and the other information

available to the Authority. &= e A proposed revenue

Hmit will be set by the Authority. on the basis of

this overall review. The Authority will then propose the
inicial schedule of 2llowed revenues and will send &

notice of its decision to the hospital by certified mail.

Approval of Budset and Schedule of Rates

The hospitzal must then submit a budget with the schedule
T rates attached, including any revisions of rates
necessary tc accommedate the revenue limits set by the
Authority for finsl approval., The Authority will then
approve the budget and rate schedule and will send a
notice of its decision to the hospital by registered
m2il, and to the commmity and interested persone by
other means. Ammouncement of the approved budget and
rate schecdule will z2lso be made To the local media in the
geographical location of the facility. Any revisions of
rztes necessary to accommodate the revenus snrunis Tmast

be implemenced within sixty days after notice of zpproval




of the budget and rate schedule by the Authoxity is
received. As the law requires, the hospital or other
aggrieved party may contest the proposed zmownt by
written notice to the Authority within twenty days after
notice of zpproval is received. However, the hospital
may imolement the contested rate schedule subject to
refind as specified in Chapter 16, Article 298, Section
21. If the budget or schedule of rates are contested, a
final order concerning the schedule must be given by the
Authority within ninety days from the date of the notice
of approval. Further appeals will follow the procedures
cutlined in the West Virginia Code, Chapter 16, Article

298, Section 13.

Adjustments

A1l volume levels currently experienced by a hospital
will be assumed to continue for the next fiscal year
wiless the hosplital has submitted for approval, informa-
tion and swpporting data to justify a change in volume.
At the end of the hospital's fiscal year, a2 comparison
will be made between actual and assumed volume and an

adjustment to the next year's allowed revenue will be

if necessary. Hospital volume will be examined on-

E)J
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inpatient and ocutpatient basis.




Inpatient Velume - Irpetient volume will be measured by
using impatient days. I impatient days are higher than
assumed, a one-time adjustment to the succeeding vear's
allowed revenue will be made allowing the hospital's
variable costs for the additional volume. Variable costs

will be calculated separately for each heospital.

Quipatient Volume - Quipatient wvelume will be measured by
visits. If ocutpatient volume is higher than assumed, a
one-time adjustment to the succeeding vear's allowed
revenue will be made allowing 100% of the charges for the

addirional volume,

Reverue Adjustment - Hospitals which, dwing the year,

experience a need for a rate change to prevent insolvency,
maintain accreditation, relieve undue Iinsncial hardship,
or for emergency repairs, as stated in Semate Bill 320,
may apply at that time to the Authority for an allowed
revenue increase or & rate change. Hospitzls which, at
year end, identify significant changes in volume or
services, or am ildentifizble cost beyond control which
would cause tndue financial herdship, may request an
adjustment to the following year's expense base when
dtting data during the review process. Hospitals
tmust submit appropriate justification and/or informstion

documenting the need of the requested adjustment. In




setting the prospective allowed revenue amount, prior
year changes will be tsken into zccomt. Compliance of
each hospital's allowed vevenue amowmt will be monitored
through quarterly reviews of fimancial and urilization

data.

&, New Services

Prior to the implementation of a new service, the hospital
mast apply to the Authority for approval of a rate schedule
for the service. Ammouncement of the approved rate
schedule must be made to the local mediaz in the geographic
location of the facility. The publication shall notify
interested parties that approved rates will go into

effect in thirty days. As the law requires, interested
end affected parties may contest the proposed amount by
written notice to the Authority within two weeks from the

date of publication.

UNIFO=M REPORTLING SYSTEM

For fiscal years begimming on or after JLL'Ly_l, 1984, hospitals
will report financial data in accordance with a Chart of |
Lecoumts Sinmisned by the Authority pursuant to the legisla-
tion. This wuniform reporting system requires departmental

reporting of financiel data, patient utilization data, and

numbers and types of services provided. The Authority will




collect patient data in the form of UB-82 or 2 Zorm containing
gimilar data elements. Hospitals with appropriate data process-
ing capabilities may submit patient information on computer
tape. Hospitals which lack those datz processing capabllities
will submit paper copies of their wmiform bill. Also, in

Phase Cne, it is the Authority's intention for all hospitals

to identiTy and report those operating costs that are considered
nion-allowable by various payors (i.e., Medicare, Mediczid,

Blue Cross). TFor example, costs cuxrently not allowed by
goverrmment payors include: costs of meals sold to visitors,
costs of drugs sold to those other than patients, the cost of
operating a gift shop, advertising and marketing to attract
patdients, telephones for patient use, and other similar items,
This information will allow the Authority to study the impact

of these costs on the industry.

A copy of the wmiform reporting marual will be distributed to
the hospitals in April, and implementation will begin with the
facilities' respective fiscal years beginming on or after
July 1, 1984, Some hospitzals, because of their size, may not

be required to complete all reporting scheditles.

WAGES, SALARTES, AND FRINGE BRXEFITS

In order to meet the reguirements of Chapter 16, Article 29B

hy

of the West Virginia Code, the Authority muwst monditor wages,

salaries and fringe benefits of non-supervisory emloyees. As

-11-




i_—

a result, hospitals will be reguired to submit to the Authority
Information regarding the wages, salavies, and fringe bepefl
of noen-supervisory persommel by job classification on forms
provided by the Authority. Also required will be z projection
of the total wages, salaries; and benefits to be pald to non-
suwervisory employees during the next fiscal year. Wages,
salaries, and benefits pald to, or on behalf of, non-
supervisory enmployees of hospitals shall not be subject to
review unless the board first determines that such wages,
salaries and benefits may be umreasonably or wmcustomarily
high or low. The Autheority will review the mumber of full-
time equivalent non-siperviscory employvees in the review preccess
and may require justification of existing or projected non-
superviscry FiE's. The Auchority will utilize the National
Labor Relations Act definition in defining non-supervisory
persommnel. Tn assence, a non-superviscry aemloyvee is one who
does not have the suthority to hire, transfer, suspend, lay
off, recall, promote, discharge, assign, reward, or discipline
other employees, or the responsibility to direct them, or to
sdjust their grievence, or effectively to recocemend such
action, if in comection with the foregoing the exercise of
such authority is not of 2 merely routine or clerical nature,

but requires the use of independent judgment.

MAJOR ISSUES REIATIIG TO FHASE CHE

Initially, the Authority will assume that existing aggregate

2!
1

evpenditures are reasonable. However, each hospital's aggregace




expenditires will be subject to audit to verify the accuracy

of datea submitted to the Anthority.

This section explains the Authority's position on specific
line item expenses. These expenses are defined as allowable
within the existing expenditure level, not as additions toc

that exmenditure level.

1, Capital Facilities Allowance

In Phase One, the Authority will allow a capital facilities
allowance on major moveable equipment and buildings,

which will include straight-line depreciation, interest
costs, and a retirn on equity. Equity is defined as the
difference betwzen Total Assets and Total lizbilities.

The allowed retimmn on equity will be calculated and
adjusted based on an inflation factor provided by the
Authority. A study will be undertsken by the Authority
cduring Phase One to evaluate the feasibility of allowing

replacement cost deprecization begimming in Phase Two.

[

Workdng Capital

The Authority recognizes 2 hospital's need for finds Zor
daily operations. It is assumed that hospitals include
provisicns for working czpital in thelr present expense

base {i.a., the interest expense associated with short-

-13-
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term loans used to Zindnce working capital). Hospitals
. experiencing shortages of working c.?:'-_;ita}. should find

solutions within the allowed revenue limit. Hospitals

unable to remedy working capital shortages may submit an

application for an increase to allowed revenue.

3. Hospital-Based Physicisns

The Authority will consider hospital-based physicians'
fees as a separate expense classification. Hospitals
will provide ammually a copy of the contract, with &
schedule of fees, for all contracted physicians or
physician grouvps, mid-level practitioners, and eny
contracted tectmical staff. This is required for those -
. individusls or grows of individuals who have a contractual
agreement with the hospital and provide Medicare Part A
services and/or Part B services within the hospital
setting, as referred to in the legisla‘;ion. The Authoricy
will review these data during FPhase One to determine any

necessary changes in policy before Phase Two.
4.  Education

The net cost of an approved educational program will be

Loy

considered as an allowable operating ewpense if the
program meets the following ledicare educational require-

. ments: (1) the activity is intended to improve the -

~1hm




quality of health care in the institution or to improve
the administration of the institution; and (2) the program
is licensed by the State of West Virginia and/or accredited
and approved by the West Virginia Board of Regents and,
if zpplicatble, the program has approval from the recog-
nized national professional organization related to the

program,
Approved programs refer to those formally organized or
plammed programs of study operated or supported by a

provider.

Research Costs

Net research costs will be allowed at the existing
expenditure level of the last completed fiscal year.
These costs will be included in the expense base which
will be infiated by the HOCRA inflation factor to
calculate an allowed revenue limit for the next fiscal
year, Additional research costs will be considered upon
submission of an appropriate rate increase application,
Research costs are costs incurred for research purposes
related to patient care over and sbove usual patient care

COSsLS.
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Other Operating Revenue; Non-operating Revenue

In setting reverwe limits, the Authority will include net

revenues from other operations and interest income.

It is the Authority's intention to encourage philanthropy
in the hospital industry. Therefore, gifts, contributions,
and interest income from contributions which have not

been commingled with other hospital fimds will not be

considered in setting revenmue limits.

Find Ralsing

The net amount of income generated from fumd-ralising
activities to support patient care related programs
should be reported as a separate non-operating income,
The costs of these activities should not be offset by

patient revenues.

Differentials

To enswre equalization of rates ano‘._ to comply with the
legislation, differentials will be granted to individual
classes of payors. A differential is = discoumt from |
hospital charges given to payors based upon cost reduc-
tion efforts such as early payment policies or reducing

charity care znd bad debt.

-1~




During Phase One, a comprehensive pricing differential
study will be made by the Authority. This differential
study will ensble the Authority to quantify the allowances
hospitals may grant individual classes of payors. The
conclusions and recommendatons of the study will be
implemented after a Medicare Walver is received from the

United States Deparitment of Health and Human Services.

In calculating revenue requirements during Phase One, the
Authority will set an allowed gross revemue limit to
include charity care, umcollectable accounts, and non-
govermment contractual allcowences. Thus, a hospital
during Phase One, may negotiate payor differentials based

on the approved revenue limits.

Tneomoensated Care

Uncompensated care refers to hospltal services provided
to patients who are umable or uwwilling to pay. This
includes both charity and wmcollectable accounts.
Charity: _

Charity care poses a unique problem for the hospital
Industry in West Virginia. The current facts suggest
that hospitals in the State are not ecuzlly sharing in
the financial burden of caxing for the indigent patient.
It is an objective of the Authority to distribute these

costs more equitably among the State's hospitals. During




Phase One, the Advisory Coumcil will study the issus of
charity care in order to make recommendations to the

Authority and the Legislatimre for addressing this issue.

Charity care i1s to be reported separately from bad debt.

The amowumt of charity care that is regquired to be provided
by the hospital in order to fulfill Hili-Burton requirements
mist alse be reported. Forms for this puwrpose will be
distributed by the Authority.

The following guidelines should be used to determine
eligibility for charity care:

a. Reclpients of Medicaid should be considered for
non-covered medically necessary days. The contrac-
tual 2llowance associated with Medicaid- and Medicare-
covered days cammot be considered as charity care.
Recipients of Medicare should be considered for non-
covered days on et eligibility basis as in items b,
c, and d.

b. Persoms deemed tc be barkrupt either by the
filing of a bankruptey notice or procf of barkrumtey
claim,

¢c. Patients who meet West Virginiz Department of
Hunan Services income and resowrce guldelines but

who are not eligible for Medicaid coverage.
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d. Patients who fall within the national poverty guide-
lines and are Drther impoverished as a result of a

leng-term catastrophic illness.

Uncollectsble accoumts:

Bad debt is a Iinancizl loss resulting from the prcvisiﬁn
of services to a patlent who, after reascnable collection
effcrts, doas mot pay. Bad debt must be reported separately
from charity care. Patients categorized as charity care
may not have their account balance considered as a bad

debt, Information regarding bad debt collection pelicies
and efforts will be gathered end evaluated during Phase

Cne for possible recoomendations in Phase Two.

Fmployee Discounts:

Currently some facilities report emplovee and professional
discounts as part of charity cave. Inployee and professional
discoumnts must be recorded as a courtesy allowance rather

than as charity care.

Adjustments for Uncommensated Care:

In Phase T, uncompensated care 1s allowed at the expense
rather than the charge level. Thus, a hospital which
provides wmeompensated care equal to or greater than that
delivered in the prior year will be zllowed a year-end

adjustment to its allowed gross revenue. This adiustment

-19-
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will be mzde upon z hospital request supported by docu-
mentation. Each hospital muast present evidence that the
amount of charity care reported complies with the defindi-
tion of charity care set forth in these regulations. The
hospital mist also provide documentation of agressiwve
collection efforts utilized in writing off accounts as

mcollectable,

The addition to the gross revenue 1imif will be the
difference between tmcorpensated care expenses allowed on
Form R-5C and the charges for the zmount of uncompensated
care which the hospital delivered.

III. PHASE TWO OF THE METHODOLOGY

The review process for Phase Two will begin in mid 1986 for grouwp

one hospitals. However, the receipt of a Medicare waiver could

accelerate the implementation of the Phase Two methodology.

Otherwise, the remaining groups will begin the Phase Two review
process approximately one to two months prior to the start of their

1987 fiscal vyear.

The Authority anticipates performing a type of review similar to
that in Phase One, with the exception that data will be submitted
and reviewed for each department in-the hospital. The Authority

then plans to set reverme limits by department for each hospital,
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However, in certain instances, the Avrhority may choose to continue
to set total zllowed revenues as a result of the facility's bed

size, case-mix, or other variazbles. The Authority also intends to
explore the issue of cross subsidization in Phase One. Based on
data collected dnring Phase OUne, individual components of the

expense base calculation may be modified before implementation in
Phase Two. Hospitals will then be peer growped according to selected
variables and peer unit costs compared. The Authority will request
assistance from the Techmical Task Force in developing the details

of the Phase Two review process.

The Act reguires that the Authority apply for a Medicare

waiver. In the event that the requirements for obtaining that

waiver from the Secretary of the United States Department of Health

and Human Services reguire variations from the policies set forth

herein, then it is the intention of the Authority to comly with

the Secretary's requivements. However, all federal and state rules

for adopting changes in this Statement of Policy or in issuing a

new Statement of Policy shall be complied with by the Authority.
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APPERDIX

GROUP 1 HOSPITALS (FISCAL YEAR BEGINS JULY 1)
Beckley Appalachizn Reglonal hosp:.tal 12, Poczhontas Memorizl Hospital

Bluefield Commmity Hospital 13,7 Potomac Valley Hospital

Boone Memorial Hospital 14, Preston Memorial Hospital
Calhoun General Hospital 15, Princeton Cormmity Hospital
Camden-Clark Memorial Hospital 16. Summers County Hospital

Grafton City Hospital 17. Webster County Memorial Hospital
Grant Memorial Hospital 18, Weirton Medical Center
Hampshire Memorial Hospital : 19. Welch Emergency Hospital

Man Appalachian Regional Hospital 20. Wetzel County Hospital

Moncngalia General Hospltal
Morgan County War Memorial Hospital

GROUP 2 HOSPITAIS (FISCAL YEAR BEGINS SFPTEMBER 1)
Greenbrier Valley Hospital 2, St. Luke's Hospital

GROUP 2 HOSPITAIS (FISCAL YEAR BEGINS OCTOBER 1)

Cabell-Hmtington Hospital 11, Reynolds Memorial Hospital

Davis Memorial Hospital : 12.  Roane General Hospital

Herbert J. Thomas Memorizsl Hospital 13. Sacred Heart Hospital ,
Hmtington Hospital ' 14, St. Joseph's Hospital (Buckharmen)
Jacksen General Hospital 15. St. Maxy's Hospital

Jefferson Meorial Hospital . 16. Stonewall Jackson Memorial Hospital
Kanawha Valley Memorial Hospital 17. TUnited Hospital Center. .

Memorial General Hospital . 18, Wneeling Hospital

Onio Valley Medical Center 19, Williamson Memorial Hospital
Pleasant Valley Hospital o 20. Wyoming General Hospital

GROUP 4 HOSPITALS (FISCAL YEAR BEGINS NOVEMBER 1)
(Ryan Valley Hospital

CGROUP 5 HOSPITAIS (FISCAL YEAR BEGINS JANUARY 1)

Beckley Hospital, Inc. 12. Logan General Hespital

Braxton County Memorial Hospital 13, Montgomery General Hospital
Breaddus Bospital 14. Plateau Medical Center
Charleston Area Medical Center 15. Putmam General Hospital

City Hospital ) 16. Raleigh Generzl Hospital

E. C. leonard Memorial Hospital 17. St. Francis Hospltal

Eye and Ear Clinic of Charleston 18. St. Joseph's Hospital (Parkersburg)
Fairmont Generzl Hospltal - 19. Sistersville General Hospital
Frark E. Pick Memorial Hospital - 20, Sumersville Memorial Hospital
Guthrie Memorial Hospital 21, Tucker County Hospital

Eolden Hospital 7 22, Weirton Osteopathic Hospital

23. West Virginia University Hospital

CROUP 6 HOSPTTALS (FISCAL YEAR BEGINS AFRIL 1)

Stevens Clinic Hospital
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Health Care Cost Review Authority .

State Capitol Building
Charieston, West Virginja 25303

August 15, 1984

chulrpersot

Sathy K. Richardso
DML

Lury Firer

Witham L. Gilifgar

i ED 1 THE OFFE TN
The Lonoreble Robart E. Nelson 3 A e
Co-Chairman A. SECRETARY OF STA
Legislative Rule-Maiking Review Commnittee : - sk
State Capitol B__id_ﬂ.g THIS DA Law Division
Charleston, West Virginiaz 25305 ' Administrative

Dear Senator Nelson:

Fnclosed are proposed Legislative Rules for the Statement of Policy:
Hospital Cost Contairment ‘-‘uotnoaoloc'v Chapter 16-294-3-9, Z9A-3-15,
which were approved by the Au _horlty Amgusf_ 10, 1884, anc are being
submitted for Ifinal ’p‘D"'OV&' by the Legisleture. In addition, I am
enclesing the following: 7 :

(1) Information forms to be supplied to the Committee

(2) Public Hearing Mimutes with attached list of participants

(3) Publig Hearing Comments and HCCRA Responses

(4y Authority Board Miruces showing amendments made afrer
Dublic Hearing

(3) Droposed Rules with Fiscal Note and Statement of Ecomomic
Irmac., attached

If we can orovide additional information, or you have cuestions
regarding any of this information, please lect us loow.

) G‘I‘/Q_LETV -

&fié@ Lo ””/Mﬁc‘&p

QAILY ¥ PICHARDSCI
Chairperson

q_l-"D\f——::“ - . -
Enclosures _

cc: Delezate Bohert C. Charbers



