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APPENDIX B

FISCAL NOTE FOR PROPOSED RULES

Rule Title: Fxpedited Review For Rate Changes

Type of Rule: X Legislative interpretive

Procedural

Agency West Virginia Health Care Address 100 Dee Drive, Suite 201

LOST Review AUTNOority

Charleston, WV 25311

ANNUAL FISCAL YEAR
1. Effect of Proposed Ruie | Increase Decrease| Current Next Thereafter
Estimated Total Cost
Sos000] % o 1%25,0000% 000 % 25,000
Personal Services 25,000 0 25,000 25,004 25,000

Current Expense - - -
Repairs and Alterations - - -
Equipment - - -

Cther _ _ _

2. Expianation of above estimates. The estimate is based on additiomal
staff needed to process this new rate recuest procedire. Estimate includes
average salaries for one FIE for secretarial purposes and % FIE for a rate

review analyst.

3.  Objectives ¢f these rules: To implement an expedited rate review process
for hospitals licemsed for more than 100 beds or that are located in a Standard
Metropolitan Statistical Area as mendated by W. Va. Code 16-29B-20(k).




4, Explanation of Cverall Economic Impact of Preposad Rule.

A.  Econemic Impact on State Government.

None. The agency is funded with money collected from the hospitals
for arrmal assessmencs and filing fees. Yo general reverrie funds are
apprepriated or expended by this agency.

8. Econgrpic impact on Pcliticai Subdivisions; Specific Industrias:
Specific groups of citizens. ’

Hospitals affected bv this rule may experience a slight incresase
in expenses asscciated with completing this new application. However,
they are already familiar with the standard application and the new
expedited form is a shortened version, therefore the expense should be
minimal. - .

C. Econemic impact on Citizens/Public at Large.

The citizens/public will benefit in that larger hospitals and those
located in Standard Metropolitan Areas will no longer be entitled to an
autcmatic rate of inflation rate increase.

Date é/p?c?//?‘Q ' )

Signature of Agency Head or Authorized Ré%::es{éh'rcaitive




DATE: August 14, 1988

TO: LEGISLATIVE RULE-MAKING REVIEW COMMITTEE

FROM: West Virginia Health Care Cost Review Authority
EGISLATIVE RULE TITLE: Expedited Review For Rate Changes

1. Authorizing statute(s) citation . Va, Code 16-293-20(k)

2. 4a. Date filed in State Register with Notice of Hearing:

Tma 272 020
e —EEr—

b. What other notice, including advertising, did you
give of the hearing?

Publication in agency newsletter; copy of rule and notice of

hoaring sent to all Asspitalg licensed for more Zbap 100 beds

and all hospitals located in a Standard Metropoiitan Area; copnies

aiso se to those gn attached 1ist.
azd ogbheaflng 18)%°F

August 1, 1985

recsived, amendments, reasons for amendments,
Attached X No comments received

e, Date you filed in State Register the agency approved
proposed Legislative Rule following public hearing:
{be exact)

August 14, 1989

f. Name and phone number ¢f agency person to contact
for additional information:

Marianne K. Stonesireet, Genera] Counsel

d. Attach list of persons who appeared at hearing, comments

Telephone: 343-3701




|

3. If the statute under which you promulgated the submitted
rules requires certain findings and determinations to be
nade as a condition precedent to their promulgation: {

a. Give the date upon which you filed in the State
Register a notice of the time and place of a
hearing for the taking ¢f evidence and a general
description of the issues to be decided.

h/A

b. Date of hearing:

c. ©n what date did you £ile in the State Register the
findings and determinations reguired together with
the reascons therefor?

d. aAttach findings and determinations and reasons:

Attached




TITLE 8§
WEST VIRGINIA LEGISLATIVE RULE
HEALTH CARE COST REVIEW AUTHORITY

SERIES 14
Title: Expedited Review For Rate Changes
§65-14-1 General )
1.1. Scope - This legislative rule establishes an expedited review

process for hospitals licensed for more than ¢ne hundred (100) beds or that are
located in a Standard Metropolitan Statistical Area for rate inerease requests as
provided by the 1988 amendments to W. Va. Code 16-29B-20(k).

1.2. Authority - W. Ya. Code 16-298-20(k).

1.3, Filing Date -

1.4. Effective Date -

§63-14-2 - Introducticn

This legisiztive rule implements certain of the provisions of Enrclled
Committee Substitute for Commitiee Substitute for Senzte Bill 575 which was

signed by the Governor. That bill amended W. Va. Code 16-29B-20 by adding a




HCCRA
Leg. Rule, 165F
Series 14, Sec. 2

new subsection. This new subsection autherizes the state ageney to promulgate
rules to develop an expedited review process for rate increase requests from
hospitals licensed for more than one hundred (100} beds or that are loeated in a

Standard Metropolitan Statistical Area.

§85-14-3 Definitions

As used in this rule, all terms have the same meaning as provided in the
definition section of the Health Care Cost Review Authority Act, West Virginia
Code, secticn three, article twenty-nine-b, chapter sixteen. Definitions of
additional terms are set forth below and whenever those terms are used, the

following definitions apply, except where the econtext may expressly otherwise

reguire,

3.1. "Authority" means the West Virginia Health Care Cost Review
Authority.

3.2. "DRI" refers to the inflaticn index for the hospital industry

published by Data Resources/MeGraw-Hill,

3.3. "Gross Revenue means a hospital's gross patient revenue plus ali

operating and nonoperating revenues from whatever source.




HCCRA
Leg, Rule, 165F
Series 14, Sec. 3

3.4. "Hospital® means:

3.4.1. A faeility subject to licensure as such under the provisions of

West Virginia Code, article five-b, chapter sixteen; or

3.4.2. Any acute care facility operated by the state government which
is primarily engaged in previding to inpatients, by or under the supervision of
physicians, diagnostic and therspeutic services for medical diagnesis, treatment
and care of injured, disabled or sick persons; but, m—either—event; does not

inelude state gwned or operated mental health facilities, feeiltties—primarily

e o» state owned or

operated long-term care facilities, or speeizality hospitals such as acute care

psyehiatric and rehabilitation hospitals.

3.5. "License" means the license issued by the state department of
health pursuant to West Virginia Code, article five-b, chapter sixteen. The
license is issued for 2 particular number by type of beds and/or type or services.

The total number of beds specified on the license inecluding non-acute beds shall

determine the licensed bed capacity of the hospital.

3.8. "Standard Metropolitan Statistical Area" means metropolitan
statistical zrea (MSA) =as designated by the U.S. Office of Management and

Budget and the Federzl Commitiee on Metropolitan Statistieal Areas. A&n MSA




HCCRA
Leg. Rule, 165F
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is a geographical designation that represants an integrated social and economie
unit with a large population meeleus nucleus. An area qualifies for recognition as
an MSA if there is a eity within the area of at least 54,000 population or an
urban area of at least 50,000 with a total metropoiitan population of at least

100,G00.

865-14-4 .. Expedited Review

Any hospital which is licensed for more than one hundred (100) bads or
that is lceated in a Standard Metropolitan Statistical Area whieh wishes to
change or amend any porticn of its previocusly approved scﬁedule of rates in an
amount equal to or less than the rate of inflaticn as published by Data

Resources/MeGraw Hill shall do 30 in accordance with this rule.

4.1, Application, license and budget - The hospital shall file an

application with the Autherity at least forty-five (45) days prior to the beginning
of its fiscal year on a form to be provided by the Authority. The appiieation
submitted by the hospital shall inciude the following: the hospital's inpatient and
outpatient utilization for the previous fiscal year, the current fiseal year and the
projected inpatient and outpatient utilization for the fiscal year affected bv the
inerease; the amcunt of gross inpatient and outpatient revenue received by the
hospital during the previous fisczl year, the current fiscal vear and the projected

amount of gross inpatient ancd outpatient revenue for the vear affected by the
=2 £ - -
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increase; the amount of contractual allowances, uncollectable accounts, charity
care, operating expenses, other operating revenue, neon-operating revenue
interest, non-operating revenue gifts, and non-operating revenue other for the
previous fiscal year, the current fiseal vear and the projected amount for the
fiscal year affected by the increase. The hospital shall submit with its
application a copy of its current license issued by the state director of health
pursuant to West Virginia Code 16-5B~1 et seg. The hospital shall also submit
with its application a copy of the budget approved by the hespital's board for the
fiseal year affected by the inerease. The budget must contain all usual
information under generally accepted accounting principles for a budget and a
full and specific statement of all assumptions relied upon in preparing the
budget. The application shall include a certification by the chief executive
officer and the chairman of the hoard of the hospitai that the information
contained therein is true and accurate.

4.2, Eligibility stzndards - Upon _receipt of the appilecation, license

and budget, the Authority shall determine: (1) if & minimum of 365 davs have
elapsed since the hospital has placed into effect its last rate increase.
Temporary changes in a hospital's rates made pursuant to W. Va. Code 16-28B-
21(b) are exeluded froem this reguirement; and, (2) if the hospital has orovided
charity care equal to or greater than the most recent state average for—tae

srevions—Tisest—esr 25 published by the Autheritv., Charity care shail be

determined in acgordance witn the zuidelines contained in *he Hospital Cost

Page 5
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Containment Methodology - Phase I, Seetions 3.4.8.1, 3.4.9.1a, 3.4.9.1b, 3.4.9.1¢

and 3.4.8.1d (65 C.S.R. 5) and shall not include bad debt. The Authority shall

also review any or all of the following revenue limits to determine if the hospital
hes experienced an excess in these catégories: (1) gross revenue, (2) gross patient
revenue, {3) gross inpstient revenue, (4} charges per discharge; and, (5) gross
outpatient revenue. No hospital will be determined ineligible to request an
expedited rate increase pursuant to this rule if the data submitted indicates an

excess in gross outpatient revenue or an excess in gross revenue or gress patieng

revenue if the excess i§ airectly attributable to the excess in gross outpatient

revanue,

If the Authority? determines the hospital has met these standards the
hospital is eligible to request an expedited rate inerease pursuant to this rule. If
the hospital fails to meet these standards, the hospital =¥ shall not request a

rate inerease pursuant to this rule.

4.3. Rate of inflation - The hospital shall determine the appiicable

rate of inflaticn for the hospital industry by referring to the most recent
publication of Data Rescurces/MeCrew-Hill. The hospital may request the
Authority to provide it with the current Data Resources Index (DRI) pricr to
filing the application required by section 4.1 of this rule. The DRI shall be
applicable for sixty (60} days from the date of the letter from the Authority

notifving the hospital of said figure. The rate of inflation so reported shall not

Page 8
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be =adjusted for the increasing costs of technology, nonsupervisory wages,

malpractice premiums, new services, or any ¢ther reasorn.

4.4 Hearings - Upon receipt of a complete application, license and
budget, the board, in i{s diseretion, may held a publie hearing. Such hearing shall
be held no later than forty-five (45) days after receipt of the complete
application, license and budget. The hospital or an interested party may request
a hearing which request may, in the diseretion of the board, be granted. The

hearing shall be conducted pursuant to 65 C.8.R, 3, section 4.3.

4.5. Review by the board - Unless a hearing is held pursuant to 4.4 of

this rule, the board shall issue s—deeisten an ordef appréving or disapproving the
increase requested by the hospital within forty-five (45) days of receipt of the
hospital's compiete application, license and budget. This forty-five (45) day
pericd shall not begin until the Authority receives from the hospital all the
information required pursuant to this rule for & complete application ineiuding
the license and budget. Within 45 days of recaipt by the hospital of this erder,
the hospital shall file with the board a ravised budget and a schedule of rates,
each of which shall be drafted in accordance with the revenue limits set by the
board. Thereafter, the board shall issue ar a second order setting final revenue
limits, the hospital's budget and schedule of rates. The nitial order shall specify
the effective date of anv increases and tThe hospital is prohibited from

implementing $#e anv rate increase until the date specified in the order. Fhe Al

Page 7
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orderg shall be sent by certified malil, return receipt requested, to the hespital
An appeal or reconsideration of a—fmsl an corder entered pursuant tc this
subsection (4.5) may be requested by the hospital or an interested party pursuant

to 653 C.8.R. 3, sections 4.5 and 4.8,

4.8, Notice to the eommunity - Contemporaneocusly with the filing of

the application, license and budget pursuant to section 4.1 of this rule, the
hospital shall also cause to be published in a newspaper of generzl circulation in
the county in which the hcspital is located a legal advertisement setting forth
the fact that the hospital is applying to the board for & change or amendment to
its sehedule of rates. The legal advertisement shall summarize the effect of the
requested relief and shall further state that any person desiring to inspect the
application and budget may do so at the hospital during the hospital's regular
business hours and also at the offices of the beard., Also, the legal advertisement
shall advise the public that any perscon or entity who elaims tc be an interested
party in ithe proceedings for the changing or amending ¢f the schedule of rates
must file with the Authority a written notice setting forth the interested parties’
names, address and the facts relied upon to establish his or her interest. The
legal advertisement must inform the publie that interested parties must file this
notice within ten (10) dayvs of the hospital's filing of its application with the
Authority or else the Authority will, except {or good cause shown, deny the
interested party's notice. The L—‘;ut‘nority will then send notices of zll proceedings

2nd coples of zll orders fc those parties deemed to be interested in the matter.

Page 8
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Proof of publication of the legal advertisement by the hospital must be
submitted to the Authority within ten (10} days of the filing of its application,

iicense and budget.

4.7, If the board subsequently determines that the ineresse requested
by the hospital actually exceeded the rate of inflation as published by Data

Resources/MeGraw-Hill, for whatever reason, the board may institute a review

and investigation of the hospital's rates and budget and take suech setion as it
deems necessary to establish a new rate schedule and also direct a refund te the
hospital's patients or a temporary decrease in the hospital's rates if any of sueh
should prove necessary., The deeision resulting from any such review and
investigaticn may be treated as a final order and an appeal or reconsideration
may be requested by the hospital cr an interested party pursuant to 85 C.8.R. 3,

sections 4.5 and 4.8.

4.8, This rule zlsc applies to any hospita! which seeks to incresse or
decrease its outpatient revenue or ifs nonpatient revenues from nonmedicare or
nonmedicaid sources. In addition, If the hospital experiences less inpatient
utilization for the twelve (12) months foliowing the incerease than it had
anticipated when the expedited rate of inflation inerease was obtained, the
nespital's average rate per discharge shall not later be increased to compensate

for the deecline in gross inpatisnt ravenue without permission of ‘he board.

Page 9
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4.9, The board will continue to monitor the hospital's compliance
with the board's prior orders. Should such monitoring reveal that the hospital
exceeded its prior revenue limits, then the board will take corrective action
against the hospital as a result of that excess and will also take corrective action
against the rates being charged by the hospital after any expedited rate of

inflation increase.

Page 10




Gaston Caperton
Governor

Larry C. Fizer
Chairman

WEST VIRGINIA DEPARTMENT OF HEALTH AND HUMAN RESOURCES 8Bo2rd Members

T ey " HEALTH CARE COST REVIEW AUTHORITY pafier] Dale
MEMORANDUM
TO: Legislative Rule-Making Review Committee

FROM: West Virginia Health Care Cost Review Authority

RE: Brief Summary of Proposed Legislative Rule:
Expedited Review For Rate Changes; and
Statement of Circumstances Requiring the Rule

DATE: August 14, 1988

The proposed legislative rule for expedited review for rate changes creates
an expedited review process applicable to all hospitals licensed for more than
130 beds or that are located in a Standard Metropolitan Statistical Area for rate
inecrease requests which is based upon & recognized inflation index for the
hospital industry. The inflation index utilized in the proposed rule is denoted as
"DRI" and is published by Data Resources/MeGraw-Hill. Pursuant to this rule
the affected hospitals may request a rate increase which is equal o or less than
the inflation index published by Data Resources/MeGraw-Hill if they meet
certain eligibility standards. The expedited review process requires less
information from the hospitals and is completed in a shorter period of time by
the Authority than a standard review.

The Omnibus Health Care Aect enacted by the Legislature and in effect
from passage (April 8, 1989) requires the beoard to develo~ this expedited review
process. Prior te the enactment of the Aet all hospitzis were entitled to an
automatic rate increase if certain eriteria were met. The automatic rate of
inerease {s no longer available to hospitals which are licensed for more than 100
beds or that are located in 2 Standard Meiropolitan Statisticzl Area pursuant to
the amendment to W. Va. Code 16-29B-20(j} contained in the Omnibus Health
Care Act. The Act created a new subsection [W. Va. Code §16-28B-20(k}] which
not only requires the development of this expedited review process but also
requires the board to adopt emergency regulations implementing the subsection
within ninety (90} days from passage (July 7, 1889).

MKS/imh

100 Dee Drive, Suite 201 Charleston, West Virginia 25311 Telephone: [204] 343-3701




Gaston Caperton ) - ‘ Larry C, Fizer
Governor URCES Chairman
WEST VIRGINIA DEPARTMENT OF HEALTH AND HUMAN RESO Board Members

T e HEALTH CARE COST REVIEW AUTHORITY oWalter i Dale

MEMORANDUM

TO: Legislative Rule-Making Review Committee
FROM: West Virginia Health Care Cost Review Authority

RE: Amendments and Reasons for Amendments to Proposed
Legislative Rule: Expedited Review For Rate Changes

DATE: August 14, 1589

The proposed legislative rule establishes an expedited review process for
hospitals licensed for more than 100 beds or that are located in a Standard
Metropolitan Statistical Area for rate inerease requests as provided by the 1989
amendments to W. Va. Cede 16-29B-20(k). This memorandum will address the
written and oral comments made regarding the proposed rule and will explain the
reasons for accepting some of the suggestions and for rejecting others.
Consequent changes in the language of the proposed rule wiil also be addressed.

(1) . All references within the rule to the inflation index for the hospital
industry published by Data Resources were amended to Data Resources/MeGraw-
Hill to reflect the new name of the company which publishes the inflation index.
This amendment was initiated by the Authority.

{2) The Medicon Group, Workers' Compensation Fund and the West
Virginia Hospital Association commented on Section 3.4.2. of the rule. The
Medieon Greup and the West Virginia Hospital Association commented that free-
standing rehabilitation hospitals had histcrically been execluded from rate review.
The Workers' Compensation Fund commented that the definition contained in
this section was unclear as to whether psyechiatric and rehabilitation hospitals
were ineluded.

The agency agrees with these comments and has specifically execiuded
speeciality hospitals such as acute care psychiatrie and rehabilitation hospitals
from the expedited rate review process pursuant to section 3.4.2, of the rule.

(3) The Workers' Compensation Fund eommented that seetion 3.5. should
be amended to expressly include non-acute beds within the toial number of beds
specified in the license. The zgency agrees with this comment and has amended
the rule to specifically include non-acute beds.

100 Dee Drive, Suite 201 Charleston, West Virginia 25311 Telephone: [304] 343-3701
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{4) Several entities commented regarding the use of the inflation index
published by Data Resources/McGraw-Hill. Princeton Community Hospital
specifically comments that the Data Resources index Is not an equitable
inflation index for use for the hospital industry. Steptoe & Johnson comments
that the use of the DRI is a deviation from prior norms. The West Virginia
Hospital Asscciation and the West Virginia Chapter of Healtheare Financial
Management Association (HFMA) on the other hand do not object to the use of
the DRI inflation faetor, hewever, they suggest a technology increase of 2
percentage points.

The agency disagrees with these comments and did not amend the rule to
reflect these suggested changes. The agency notes that cne of the major reasons
W. Va. Code 16-28B-20(k} was enacted was to enable HCCRA to apply a lower
and more reasonable rate of inflation fo hospital rate increases. The hospital
component of the consumer price index which was utilized in the automatic rate
increase cases for the hospitals affected by this proposed rule was too high, at
approximately 11.0%. The agency further netes in regards to the comments
received from Steptee & Johnson the DRI inflation faetor is not a deviation from
the norm. The agency has in the past and continues to use the DRI as a guideline
in standard rate review cases. Finally, the ageney notes that although a 1.0%
allowance for technology is considered in standard rate review cases, an
adjustment for inereased costs of technology, new services, ete., has never been
permitted in the automatic rate review process nor is it appropriate for the
expedited review process.

(8) The agency received many written and oral comments regarding the
charity care provisions contained in section 4.2. of the rule. Oral comments on
this topiec were received from Monte Ward, Chief Finaneial Officer, Cabell-
Huntington Hospital and Willlam Iseman, VP of Finance at Thomas Memorial
Hospital. Mr. Ward believes that charity care is an issue that should be
addressed separately from the expedited review process; Mr. Iseman believes
that the charity care eligibility standard contained in section 4.2. of the
proposed rule is unfair to hospitals without emergency rooms as they provide less
charity care. Written comments on this issue were received from Steptoe &
Johnson whieh believes that the requisite data-base does not exist tc establish a
state average for charity care; Weirton Medical Center which believes that the
charity care eligibility standard is inequitable to eommunity hospitals; Princeton
Community Hospital which comments are similar t¢ those provided by Cabell-
Huntington Hospital in that esach facility believes that charity care should be
treated separately as an incentive rather than an eligibility standard; HFMA, St.
Joseph's Hospital-Parkersburg and The West Virginia Hospital Association all
commented to the effect that the method of classifving charity care is unclear
and that there 18 2 need for universal method. In addition fo these comments,
written remarks were also received from Blue Cross and Workers' Compensation
to the effeet that these entities wanted a more stringent eligibility standard in
regards to charity care. The agency has reviewsad these comments carefully and
has amended the proposed rule in seetion 4.2, to more clearly define charity eare
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and the relevant data-base from which the state average will be determined.
The agency is aware that some entities believe the standard to be too stringent
and others believe it to be too lax. However, the agency believes that the
requirement that a hospital provide charity care equal to or greater than the
most recent state average zs published by the Authority is the most equitable
standard,

{(8) Many comments were =zlso received concerning the requirement
contained in section 4.2. of the proposed rule that a hespital may not experience
an excess in certain revenue categories. St. Joseph's Hospital-Parkersburg,
HFMA, Weirtorn Medical Center, The West Virginia Hospital Assoeciation, and
Princeton Community Hospital all submitted written comments objeeting to the
use of these screens.

The agency has carefully reviewed these comments and agrees that an
amendment is needed. The agency has amended the rule to state that an excess
in gross outpatient revenue or an excess in gross revenue or gross patient
revenue if the excess is directly attributable to the excess in gross outpatient
revenue shall not prohibit the hospital from applying for an expedited review.

{7} A written comment was received from the Workers' Compensation
Fund concerning section 4.5. of the propcsed rule which states that the rule is
not clear as to which order shall be used to specify the effective date of the
increase,

. The agency agrees with this comment and has amended the proposed rule
to clearly state that the initial crder shall specify the effective date of the
inerease. The order which sets final revenue limits, the hospital's budget and
schedule of rates is more clearly defined in the amendment as the second order.

{8} Oral comments were received from Gayle Wright, VP of Finanece at
Camden-Clark Hospital concerning the use of gross revenues as opposed to net
revenue as a basis for determining eligibility for this expedited review. Written
comments to this effect were alsc received from HFMA, The West Virginia
Hospital Association and Prineeton Community Hospital. These comments urge
the agency to adopt a methodology which utiiizes net revenues as opposad to
gTOSS revenies.

The agency has carefully considered these comments; however, current
statues and regulations require the use of gross revenue rather thean net revenue.
Consequently, the proposed rule for expedited review for rate changes must aiso
utilize gross revenues as its basis for determining eligibility.
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(9) Finally, a written comment was received from Doak, Cuppett &
Poling, Certified Public Accountants, reguesting that the proposed rule for
expdited rate changes use the same ecriteria which is currently applicable to
small facilities. Specifically, it requests that the same inflation factor be used
for both the automatic and the expedited applications. As stated previously, one
of the primeary purposes for the enactment of W. Va, Code 16-298-20(k) was to
enable the agency to utilize a lower rate of infiation for rate inereases. The CPI
which is currently used in automatic applications for small hospitais is
considerably higher than the DRI, consequently the agency rejects this comment.

MKS/imh




WYV HEALTH CARE COST REVIEW AUTHORITY
MEETING REGISTRATION
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Blue Cross
Blue Shield

of West Virginia, Inc. \ ' Cam

200 Ksnawha Boulsverd, £, | ~ Writer's Direct Dial Number

F. 0. Box 1383 o "
Charleston, WY 25325 ; - 347-7705

Mr. Larry Fizer

Chairman

Health Care Cost Review Authority
100 Dee Drive

Charleston, West Virginia .25311

Dear Mr. Fizer:

Thank vou for the opportunity to review the ACCRA regulaticns (Section 65-14-1)
dealing with expedited review for hespital rate changes. These regulations
implementing Section 1629B-20(X) of the West Virginia Code pursuant to the
recently passed Cmbius Health Care Act will hopefully provide some relief from
the automatic approval of eleven plus percent rate hikes by hospitals. The
automatic approval cf rate increases based upon the spiraling inflation din
health care charges was not providing our state businesses with the necessary
protection against unaffordable health care cost. The regulations allowing
for an expedited review and approval for qualified hospitals sesking rate
increases of appreximately six and one half percent (6%%) appear to be & valid
effort to control health care prices without over regulating the hospital
industry. )

The following are a series of specific comments relative to the regulations.

1) The specific inflation index which is to be utilized should be more clearly
defined in the regulations. The Data Resource Institute has published a
number of inflation indices applicable to the hospital industry some of
which exclude professional fees and capital cost. The regulation should
provide that HCCRA will publish an approved rate of increase (based upon
informatidn obtained for Data Resocurce Institute) on & menthly basis
which could be used in hespital applications. Section 4.3 of the regulations
indicates that the hospital shall determine "an applicable rate of inflation™
but do not make clear if the rate to be used is a historical rate or the
projected rate of increase in the hospital cost index published by the Data
Resource Institute. : - -

2} Section 4.1 should be reworded to clearly state that the utilization,
revenue contractual allowance, and operating éxpenses for the previous,
current, and projected fiscal year be separately identified for Medicare,
Medicade, PEIA, and "All Others'" in addition te the totals. This breakdown
would be entirely consistent with the current "R Series" reports except
that the PEIA would now be separately identified since the Ombius Health
Care Act has apparently eliminated a hospital's revenues generated from the
PEIA from HCCEA contrel. The information by paver category, te include
separate informatien on PEIA activity, should prove useful in the analysis
of hospital rates and for overall analysis of health care utilization, cost,
and charges ‘for our state., We strongly urge that this information be -
required on a timely and projected basis.

7-59-97 &
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3) The standard in Section 4.2 recuiring all hospitals to provide the "state
average" amount of charity care as a condition of eligibility for expedited
review does not appear to be sound policy. Economic conditicns vary consi-
derably arcund our state and not all hospital service areas hazve the same
requirements for charity care. Encouraging scme hospitals to relax charity
care eligibility standards may discourage some pecple from seeking health
care coverage thus increasing the burden on those who pay their own way.

If the intent is to discourage some hospitals from dumping charity care on
other hospitals, a better apprecach may be to specify that a hospital must
provide scme percentage (e.g. 1.0%) of charity care and/or that the hospital
must provide some percentage (e.g. 90%) of the amount of charity care which
they provided in the proceeding vear in the projected year.

4) We would suggest the following as an additional eligibility standard for
hospitals seeking an expedited review of an inflationary price increase:
"The hospital's diagnosis related group (DRG) conversion factor for non-
government patients is less than one hundred five percent (105%) of the
state average conversion factor. The DREG conversion factor is the average
charge per case divded by the case mix index associated with the diagnosis
related groups into which the cases used in calculating the average charge
per case have been grouped. The HCCRA UB82 data collection and analysis
system for the preceeding calendar year will be used as the basis for this
calculation." ' - ’

This additional standard is designed to preclude high priced hospitals,

high priced after taking into account case mix, from perpetrating their high
prices through inflationary price increases based upon the DRI. The use of

a case mix index in comparing a hespitals charge per day to the state average
will give considerable recognition to those hospitals which treat patients
requiring expensive modes of care.

5) We would suggest that the last sentence of Ssction 4.2 be modified to read
as follows:
"No hospital shall be determined ineligible to request an expedited rate
increase pursuant to this rule if the data submitted indicates an excess in
gross patient revenua of less than ae percent (1%Z) of total gross patient
revenue."

We hope that the authoriity finds these comments to be appropriate and useful in
their deliberaticns regarding these regulations. We are hopeful that these
regulaticns reflect a beginning of renewed efforts en the part ¢f HCCRA to assure
affordable health care for West Virginia.

Sincerely,

William E. Gavin
Vice President
Health Care Services

WEG/bls




WORKERS' COMPENSATION FUND' - _

601 MORRIS STREET
CHARILESTON, WEST VIRGINIA 25301 T
CASTON CAPERTCON . EMILY A SPEELER
Governer . T Cornmissicner

July 14, 198%

Larry C. Fizer

Chairman, Health Care
Cost Review Authority
Suite 201, 100 Dee Drive
Charleston, W.Va. 25311

Dear Mr. Fizer:

Re: Proposed Rule - Title €5, Seriles 14,
"Expedited Review For Rate Changes"

On behalf of Commlssioner Emily 2. Spleler, thank vou for
sending us a copy ©of the Authority's proposed rule and affording
us an opportunity for comment.

Regarding specific matters first, please note the following
matters.

1) In section 3.4 for the definitien of a hospital, we
would suggest that the definition either excliude psychiatric and
rehabilitation Thospitals or <contain a reference to the
Authority's interpretative rule excluding such facllities from
the rate review program. This would eliminate some possible
confusion since the proposed rule is later in time than the
interpretive rule. However, we would alsc urge the Authority to
reconsider 1ts gensral exclusion of those hospital's and to
place them under the rate review system.

2) At page 3, line 1 up from the bottom, the word "necleus"
appears. Should this read "nuclieus"?

3) In secticn 3.5, we would suggest that the definition of
"license" ke c¢larified +tc expressly include non-acute beds
within the ccunt to determine if the hospital has 100 or more
beds. Long. term care beds, rehabllitative beds, and others
contribute tTo a Thospital's operating costs and revenues,
staffing needs, future capital ceosts and needs, and overhead
exXxpense in the same manner as do acute g¢care bkeds - the
difference Iis one o©of degree and there is not a gualitative
difference from a cost containment perspective.

R .. b
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Mr. Larry C. Flzer
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4} In secticon 4.1, iz the expedited process available for
cnly beginning of a fiscal year changes? The section does not
expressly exclude mid-year changes. Such an omission has caused
the Authority difficulty in the past 1n terms of processing
repeated applications and is generally disruptive te ccherent
planning incentives for hospitals. If an emergency arises in
mid-vear, then the section 21 temporary rate Iincrease is
available to a hospital. We would suggest expressly limiting a
hespital's ability to use the expedited process to beginning
fiscal wvear changes and_not allow the expedlted process during
the course of a fiscal year.

5) The Workers' Compensation Fund endcrses the Authority's
separation of charity care from bad debts in section 4.2. This
change will ensure an appropriate accounting of whether the
state's non-profit hospitals are living up to thelr eleemosynary
reascns for existing. In addition, it will allow the Authority
to review the charity care patient population of each hespital
to ensure that each is caring for its appropriate number of such
patients and that not only a few hospitals are unfairly carrving
thelr fellow hospitals' burdens.

6) Also on the issue of charity care, section 4.2 specifies
that a comparison will be made of each hospital's charity care
to the state average for the past fiscal yvear. We think this is
a commendable 1idea, Dbut have some guestions. _ Given the
incomplete nature of the Authority's data base on charity care
since for sc long many hospitals combined charity care and bad
debts in their repeorting, we would suggest that the rule specify
how the comparison will be made iIn the interim until complete
information is receilved. What data will be used to compose the
state's average during this period? We would also suggest that
the Authority consider making the comparison against an average
of other— 100 plus bed and MSA hosplitals and exclude frem that
average the smaller hospitals. The proposed rule affects only
the 100 plus Yred hospitals and MSA hospitals and comparisen
between them alone would be informative.

7} Secticn 4.2 should alsc specify the conseguences of the
comparison review. Will the expedited application be denied if
the hospital 1s below the average? Cr must it be significantly
below the average? Will the comparison be used at all in
deciding whether the expedited application will be approved or
modified? We believe that both the standard te ke applied and
the consegquences o<of failure to meet that standard should be
addressed. )

8} In section 4.1, we would suggest that the application's
factual asSssrtions be verified under oath and not be merely
certified ky the heospital's officers. Verification will enable
the Authority to take corrective action in the event of
deliberate ewvasions. A certificate 1ls a matter of ethiczal




Mr. Larry C. Fizer
July 14, 19808
Page 3

obligaticns rather than legal obligation and cannct be readily
enforced. .

9} In section 4.5, line 11 down on page 7, which order will
be used to specify the effective date of the increase? The
section reads as if only the final order after the submission of
a revised budget and schedule of rates will specify the date.
Eowever, the Authority's practice has been to allow hospitals to
place an increasze into effect following the interim order, If
this alteration from past practice is intended, then the change
should be more explicitly stated. We do not disagree with such
a change as it would give hospital's incentive to complete the
applicaticn process Dby submitting the later material promptly
which has often not been the case in the past.

10} The rule does not speclfv how the DRI inflation factor
iz to be applied nor to which revenue limits it will be applied.
A clearer explanation of the calculation that will be made would
be helpful to understanding future decisicns.

Az a more general matter, the Fund would encourage the
Authority to developr a rate setting methodoleogy for cut-patient
care. The proposed rule continues the Authority's practice of
encouraging hospitals to shift care to the cut-patient setting
by excluding out-patient revenue limits from belng binding.
While such a practice has been useful 1n the past, the Funéd
would suggest that i1t has outlived its usefulness. & review of
most hospitals' rates cover the last few years for out-patient
charges will indicate that most have been increasing their
charges with no apparent relatiocnshir to the costs of providing
those services. Thus, the problems originally confined to
inpatient charges at the time the authority was created in 1983
are now well established on the out-patient side as well.
Elther this rule or a modification of pricor rules should address
the need to curb the rise in out-patient charges.

Thank vou again for the opportunity te comment on this
proposed rule. . , ,

Sincerely,

e

John H. Kozak
Executilve Secretary

cc: David Lambert, Esguire
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Mr. Larry Fizer, Chairman
Health Care Cost Review authority,
State of West Virginia

100 Dee Drive, Suite 201
Charleston, WV 25311

TITLE $5 EMERGENCY WEST VIRGINIA LEGISLATIVE RULE
HFATTH CARE COST REVIEW AUTHCRITY - EXPEDITED REVIEW

FOR RATE CHANGES

Dear Larry:

I have reviewsd the above referenced Series 14 and

RE:

see ncthing wrong with it.

I would propose that you go ghead with it.

Very truly vours,
= . *Agﬁyszf

/ﬁé@&f/kz@?’

; hiier, s
Iarry Hatliff, Sup Director
UNITED. STEELWORKERS OF AMERTICE
District 23

IR:nlw

cc:  Jim Bowen, Directcr, District 23, USH
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SEALTH DARE COIT ROGIT AEEGRT

Mr., Larry C. Fizer

Chalrman

Heal+h Care CosT Review Authorlty
100 Dee Drivs

Charleston, WY 25311

Re: Expedited Révfew'for Rafe Changes

Gear Mr, Fizer:

{ am writing o you as +he Pres!ident of the Board of
Directors of two medical rehabl!itation hespitals
licensed In West Virginla, namely

Southern Yills Reglonal Rehabilitation Hospital
Princeton, WY

Western Hills Regicnal Rehabllitation Hospltal
Farkersburg, WV

Senate Bil{ 576 amended West Virginia Code § 16-29B-1 st
seg., and authorized the Health Care Cost Review Authoriiy
THCCRA) To promulga"e rules establishing a new expedited
rate review process for certain hespitais in the State of
West Yirginta, The autherity !s curren+|y considering
such a propesal,

The proposed rulemaklng exempts some hospitals from rate
review, buf fres-standing rehabiiitatlon hospltais are
not included on this |1st of exempted hospitals. T Is
+his omission which | am addressing by +this lefTer,

Historleally, +he HCCRA has conslstently maintalned

+hat+ 1+ does not wish nor intend to bring free-standing
rehabi!!tation hogpitals under the rate review provisions
of § 16-29B-1 et seg., As recently as June 27, 1988,

HCCRA Tssued an 1n.erpre+fve rule which dIscIalmed The
application of the provisions of the rate setting act on
free-standing rehabilitatlon hospitals. (See § 7.2 of

the Interpretive rule,?




Larry C. Flzer -2- July 31, 1989

Given HCCRA's prior actions and current pollcy, the omission of free—
standing rehabili+atlon hospitals from the list of exempted hospitals
under the proposed rules for establishing a new sxpedited rate review

process appears to be an oversight on the part of staff.

[+ !s requested that fres=standing rehabilitation hospitals continue o be
excluded from rate sefting under S 16=298-1 ef seq, and that this pellcy be
appropriately reflected in the drafting of The proposed rule under consldera-

+lon by the HCCRA Beard.
Respactful |y submitted,

Pregiydent & CEO

/ jok
cc: Rebert D. Whitler (WYHA]




EXPEDITED REVIEW FOR RATE CHANGES

West Virginia Legislative Rule
Health Care Cost Review Authority

SERLTA CAZE Coly pooms MITETY
Mr. Chairman, Members of the Beard, I am Bob Whitler, Vice

President/Public Policy Development, West Virginia Hespital Asscciation. I

appreciate the oppertunity to testify on benhalf of the Hospital Asscciation

and its 63 member hospitals concerning the legislative rule establishing a new

expedited review process for hospitals licensed for more than cne hundred

(100) beds or that are located in a metropolitan statistical area (MSA).

Senate Bill 576 amended West Virginia Code §16-29B-20 by authorizing the
Health Care Cost Review Authority to promulgate rules establishing a new
expedited rate review process for hospitals licensed for more than one hundred
{100) beds or that are lccated in a2 metropolitan statistical area. This
particular provision was included in Senmate Bill 576 because of the perception
among some legislators that the inflation factor used in evaluating automatic
rate incresase applications - the hospital component ¢f the consumer price
index - was teo high, at approximately 1l percenty ‘We believe that there was
considerable misunderstanding and confusion concerning this particular
inflation factor during the legislative session since it allows hospitals to

increase only gross revenues by that percentage.

Follewing deductions for charity care and bad debt, as well as Medicare
znd Medicaid shortfalls and contractual allowances, an 11 percent Increase in
gross revenues could very well result in only a & or 5 percent increase in net
ravenues. Fully 60.2 percent of West Virginia hespitals gross patient

revenues {43.5 percent Medicare, $.2 percent Medicaid and 7.4 percent charity




and bad debt) are not centrolled by HCCRA and are, thersicre, nct aifected by

HCCRA approved rate increases.

The new inflation factor proposed by the Health Care Cost Review
Authority - the DRI - is currently at 6.5 percent or 40 percent below the most
recently published CPI inflation factor of 11.3 percent. Again, the inflaticn
facter, as proposed, is based on gross revenues so that,.in reality, it will
allow a hospital to increase its net revenuss on average only about one half
that amount. The West Virginia Hespital Association, strongly recommendslthat
in the near future a new rate review system be developed which will include an

automatic inflation factor based on net revenue as opposed fLec gross revenue.

The Health Care Cost Review Autherity proposes not only to raduce the
automatic inflation factor by 40 percent, but to alsc put in place additional
screens on individual hospital access to that lowered index. The West
Virginia Hospital Asscciation is fetally opposed to the additional screens
called for in the propesed rules in order to take advantage of the expedited
review process, including the provision of charity care (not including bad
debt) equal to or greater than the starte average for the previcus fiscal year
and the requirement that a hospital‘not excead any revenus limits. Each is

discussed below.

Presently, hospitals use different methods for classifying cﬁarity care
and bad debt and are row in the procsss of revising charity care policies and
reperting procedures in order to comply with the State Tax Department's new ad
valerem tax rules. To impose such a screen when hospitals do not have common
reporting criteria would create confusion and unnecessarily complicate what

should be z simple expedited review process. If the reported level c¢f charity

T~




care is used as a screen, there would be only $ hospitals still eligible for

the expedited review process out of a total of 33 potential hospitals.

Additionally, to utilize a charity care scrszen to access an inadequate
automatic inflationary adjustment is hardly a "reward" for providing charity

care. Instead, perhaps a hospital should be allowed an extra increase above

the index as an incentive te provide such care.

Next, the authority proposes te review revenue limits in the following
categories: (1) gross revenue, (2) gross patient revenue, (3) gross inpatient
revenue, (4) charges per discharge and (3) gress outpatient revenue. Except
for gross outpatient revenue, if any hospital has exceseded these limits, it
would be ineligible for the expedited review process. Because of the nature
of the revenue caps, many hospitals, even those hospitals with net operating
losses, exceed at least one of the caps. Therefore, this screen will
effectively eliminate from the expedited review process those hospitals that.
may pass the charity care screen. A review of the data by Hespital
Association.sﬁaff'indicates that only 1 or 2 out of a total of 33 hospitals
would be able to pass both the charity care and the revenue caps screen.
Essentially, then, the HCCRA has created 2 nen-process and which we would
argue fails to recognize legislative intent which was to reduce the automatic
inflation factor for larger hospitals,_but also to keep in place an automatic

rale increase mechanism to reduce unnecessary paper work and recognize

management efficiencies.’

The issue should simply be this: "Is the hospital croposinz to keep rate

increases due zo inflation at or below the DRI." If ves, then the rate

increzse should be automatic.




o

The Connecticut legislature recently repealed their state's DRG system
and replaced it Qith a cost containment mechaﬁism based on revenus caps.
During a transitioen year that will begin on October 1, 1989, hospitals will be
able to avoid detailed budget review by the state's Commission on Hospitals
and Health Care Providers wherse increases in net revenue do not excsed 8
percent and increases in_gross revenue do not exceed 13 percent. In the
fiscal year that begins October 1, 1990, a new thresheld will be created that

permits hospital net revenue to increase by the rate of inflation, as measured

by the DRI, plus twe percentage points.

The West Virginia Hospital Association urges the Health Care Cost Review
Authority to drop its reliance on the relatively meaningless gross revanue

caps and move, like Connecticut, toward caps on net revenua.

Finally, the West Virginia Hospital Association would like to point out
that those hospitals exempted from rate review under 3.4.2., medical
rehabilitation facilities are not included. We>understand that this was
simply an oversight on the part of staff and that rehabilitation facilities

will, indeed, be exempted from rats review in the revised rules.

We appreciate the oppertunity to express cur views and weuld like to

offer you ocur assistance as you move toward more reascned rate setting

methodology.
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EXPEDITED REVIEW FOR RATE CHANGES

SUBJECT: COMMENTS REGARDING THE EMERGENCY RULE ON EXPEDITED
REVIEW FOR RATE CHANGES

FROM: WILLIAM L. SHEPPARD, CEO, PRINCETON COMMUNITY HOSPITAL

FOR: THE RECORD OF PUBLIC HEARING CONCERNING THE EMERGENCY
RULE HELD AUGUST 1, 1889

This legislative rule was established under the authority of the amendments made to
West Virginia Code 16-29B-20 by Senate Bill 576. I offer the following comments
regarding the particular sections of this legislative rule as outlined below.

Section 65.14-4 Expedited Review - "...rates in an amount equal to or less than the
rate of inflation &s published by Data Resources..."

Comment - The Data Resources Index i3 not an equitable or acecurate inflation
~ index to use for the hospital industry. Consider the wage component
% of the ecsaleulation of this Index. The wage component in the
- i:—. caleulation of the DRI is itself hased on ten components. Only one
e = ~of the ten components s a wage inflation factor for the hospital
= £ industry. The other nine components are wage inflation factors
- i from non-hospital Industry oeccupations. This wage compconent is
N obviously an important component of a hospital inflation index since
= _f " "personnel costs are a hospital's single largest expense item, yet
== = " only one tenth of the DRI wage component is based on hospital
ot industry experience. I therefore, have to seriously question the
= equitability and accuracy of using the DRI as a measure of inflation

F in the West Virginia hospital industry.
Section 4.1 Applecation, License, & Budget - "The hospital shall file an application

with the Authority at least 45 days prior to the beginning of its fiscal
year on a form to be provided by the Authority™

Comment - The above sentence, if taken literally, would preclude those hospitals with
g July 1 fiseal yvesr start date from filing an application for an expedited
rate review until next vear, since this legislative rule was not received
by these hospitals until a few days before the beginning of their present
fiscal year.

Section 4.2 Eligibility Stendards -~ "...(2) if the hospital has provided charity care
equal to or greaster than the State average for the previous fiseal year...”

Comment - Assuming the State's objective is to have hospitals not only provide an
adequate level of charity care, but hopefully increase their levels of charity
care, providing incentives to do so would be the most effective way of
asccomplishing this. The use of a charity care standard to help determine




ar -

page 2

Elighility for what is an inequitable inflationary adjustment is not an incentive
for providing charity care. In addition, the job of developing common reporting
standards for charity care io assure comperability of hespital data, would seem
to add an unnecessary burden to HCRRA and to what should be a simple expedited
review process.

Section 4.2 Eligibility Standards - "... If the hospital fails to meet these standards

{such as the standard of not exceeding any previous revenue cap), the
hospital may not regquest the rate inerease pursuent to this rule.”

Comment - Egch year's rate request should stand on its own. A number of West

Virginia hospitals have exceeded certain revenue caps in the past, but for
good reasons which have been accepted by HCCRA, for instance, exceeding
a charges-per-stay cap becsuse of an inerease in length of stay. It is
clearly totally arbitrary to use that past history (which should be completed
and closed business) as a standard for a present rate request.

Section 4.3 Rate of Inflation- "The rate of inflation so reported (by DRI} shall not

be adjusted for the increasing cost of technology, non-supervisory wages,
malpractice premiums, new services, or any other reason."

Comment - A new service or project with an approved CON can obviously significantly

impact on the hospitals expenses, but yet not be tsken into account by a
general inflation index such as DRI. It is clearly inequitable to not adjust
the rate of inflation for such new services or projeets. In addition, the
inereasing cost of technology impacts on hospitals every vear, and has
previcusly been recognized as a necessary adjustment to an inflation factor
by HCCRA., The cost impaet of technology on hospitals wiil continue in
the future change and therefore should continue to be recognized as a
legitimate adjustment to the rate of inflation,

Fingl Comments:

1.

The rate review process in our State has traditionally used gross revenues as
the key measure of the review process. I recommend that HCCRA seriously
consider developing a new rate review system based on net revenue as opposed
to gross revenue, for the two reasons outlined

a. Given that the primary objective of rate review is to eontrol the amount
of non-federal health care dollars paid to hospitals, hospital gross revenues
is not an aceurate measure because net revenue rather than gross revenue
is the amount of dollars actually paid to hospitals.

b, Applying an inflation factor to gross revenue is misleading because of
revenue deductions such as contractual ellowances, charity care, and bad
debts. Again, therefore, net revenues would be a more accurate measure
to use In the rate review process.
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Final;y;'?af_lthough it is not unusual to find some degree of adversarizl relastionship
between a rate review agency and the organizations it reviews, we strongly feel
that it is important that a good working relationship rather than an adversarial
working relationship should be developed between hospitals and HCCRA, A good
expedited rate review should contribute to & good working relationship by
secomplishing the rate review objective while simplifying and decreasing the
work involved for beth HCCRA and hospitals, It concerns us that the additional
eligibility screens significantly complicate the expedited review process, create
significant work for both parties, and have the potential for contributing to an
adversarial relationship. We strongly recommend that HCCRA eliminste the
additional screens called for in the proposed rules and continue to use an
appropriately adjusted inflation factor as the standard for expedited rate approval
We feel that this will help contribute to a continued good working relationship
between HCCRA and the hospitals.
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HEALTHCARE FINANCIAL MANAGEMENT ASSOCIATION .°°

POSITION PAPER ON: e
EXPEDITED REVIEW FOR RATE CHANGES o
FOR HOSPITALS >100 BEDS OR IN A MSA

CHANGE FROM CONSUMER PRICE INDEX TO THE DATA RESOURCES INDEX

The DRI inflation factor preposed by the Health Care Cost Review Authority
is currently at 6,9% or approximately 407 below the most recently published
CPI rate of 11.3%. The proposed DRI rate when applied to gross rsvenue
could only yield an increase in net revenue on the average of about one half
cf that amount,

The West Virginia Chapter of the Healthcare Financial Management Associatiocn
(WVHFMA) Dbelieves that the use of the DRI by itself without the addition
of one or two percent for the increasing costs of technolegy is unduly
penalizing providers in the state. These same facllities are the ones
bringing new technolegy and service t¢ the state to provide better and
up-to~date care to the people of West Virginia.

Recent data provided by the state of West Virginia clearly shows that more
than 207 of PEIA patient dollars go to out-of-state providers. Since most
cf the surrounding states healthcare costs are higher than many West
Virginia providers, West Virginia residents could receive healthcare
services closer to their homes at less expense pending the technology
being available in our own state.

For similar reasons, Connecticutr has recently repealed their DRG system
for hAespitals and will be implementing on October 1, 1990, a new system
that permits hospitals’ net revenue to increase by the DRI plus two
perceantage points.

The WVHFMA strongly urges the Health Care Cost Review Authority to add a
one or two percent adjustment for technology to the DRI inflation factor.

ELIGIBILITY STANDARDS — SCREENS TO ELIMINATE THE USE OF EXPEDITED REVIEW:

The WVHFMA believes that the intent of the 198% legislature was to modify
the prior expedited review process only to the point of reducing the
eiigibility standard to what was in their mind, a more reasconable Ilevel
(i.e. 77 vs. 11%). A process that provides cost containment goals for

healthcare providers while not overly increasing the level of review and
burdening the bureaucratic process at a time of limited state funds and

limited state manpower,

Developing stringent eligibility standards, in addition to reducing the
inflation factor, will serve only to increase healthcare cost by forcing

providers to complete the expensive and time consuming rate request
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application when, in fact, that provider may be doing an excellent job in
otherwise maintaining healthcare costs.

In addition, reliance upon a charity care screen to qualify hospitals for
the expedited review process may appear to faver some providers as a
result of exceeding a state "average' when, in fact, a provider may be
providing a substantial amount of charitable healthcare service to its
community - yet remain below the state average. The reascons for such
could range from the econcmi¢ condition of the community to the method
a provider chooses to record charitable service. Accurate charity care
guidelines can not be developed until such time that all providers and
state agencies develop & universal method of classifying charity care,
uncompensated care, and bad debt - a process that is currently underway
with the State Tax Department, the West Virginia Hospital Association,
The West Virginia Chapter - HFMA, and hopefully, the HCCRA staff.

The proposed screen on revenue limits could arbitrarily disgqualify a
hospital provider from expedited review even if the hospital could
reasonably justify the increase and/or was operating at a net loss.

Because of the nature and variety of the revenue caps, as well as circum-
stances, such as an increase in patient acuity, a change in physician
referral or admission pattern, new high cost products, or even the addition
of a new physician (such as a specialist) to a community hospital's staff,
a hospital can exceed a cap for very just circumstances.

Firnally, the HCCRA proposed screen that a minimum of 365 days must have
elapsed pricr to the hospital placing into effect its last approved rate

inecresse. Hospitals could be unduly penalized for delays in the bureau-

cratic process ~ particularly if full review will become reality as a
result of the proposed emergency rules. A hospital submitting a completed
rate request two or three meonths prior to its fiscal year may not receive
final approval until three or four months inte its fiscal year. Considera-
tion should be given to permit expedited review request based on a
provider's fiscal year.

SUMMATION

Recent data prepared by the West Virginia Hospital Association clearly
indicates that only | or 2 hospiltals would gqualify for the expedited
review process as a result of the proposed emergency rules and the change
from the Consumer Price Index (CPI) to the Data Resources Index (DRI} for
hospital providers larger than l0C beds or thoss that are located within a
metropolitan statistical area.

The West Virginia Chapter Healthcare Financial Management Association
(WVHFMA) believes that expedited review process zllows those providers
maintaining healthcare costs at a reascnable leavel - now established at

the lower DRI level - to continue providing low cost healthcare to their
community while not burdening them with costly and time consuming reporting
and paper processing.

In addition, it provides HCCRA with the mechanism to concentrate on those
providers appearing to require the agency's attenticn - at a reasonable
staffing level and cost to the state and, in particular, to the itaxpayer
at a time when resources are limited.




Therefore, WVHFMA strongly urges compliance with the expedited review
process as intended by the legislature and elimination of the proposed

additional screens.

Also, suggestion is made to consider a new rate review methodology that
is based upon mnet revenue and provides a technolegy Increase of two
percentage points, As stated earlier, the latter would allow West
Virginians access to healthcare technology ncw being provided in other
gtates at higher cost to West Virginia - both in terms of much higher
cost in most surrounding states and the much needed cut flow of miilions
of dollars in lost revenues to West Virginia heslthcare providers.

The West Virginia Chapter HFMA, in conjunction with the WVHA, 1is
available tc assist HCCRA wherever possible in implementing a workable
healthecare coest methodelogy and review process.




RECEIVED

aT. deEPH'S BOSPITAL
PARKERSBURG, WV

. POSITION PAPER ON:
EXPEDITED REVIEW FOR RATE CHANGES
FOR HOSPITALS 2100 BEDS OR IN A MSA YpALTH £A3f (3

ELIGIBILITY STANDARDS

Screens have been estzblished so as to effectively eliminate the expedited
review preocess for the state's larger hospitals and/or hospitals in 2 SMSa.

The first screen requires that 365 days have elapsed since the hospital has
placed into effect its last rate increase. While the regulations state that
HCCRA has £5 davs to issue an order after receipt of a2 hospital's application,
there are loopholes that would allow HCCRA to go bevond that time frame.

The potential effect of this eligibilicy standard is th hat hespitals would
not be able to implement a rate increase at the start of dits fiscal year
time limit the affect would be permanent.

andfbecaﬁse of the 365 day

The second screen requires that each hospital has provided charity care equal

to or grester than the state average. Again, this screen would effectively
eliminace hospical's from the expedited review process, The problem with using
an average is that one or two hospitals with a large charity care provision

could skew the average up, making it difficult for the majority of hospitals

to reach.. The provision of charity care should not be used.as a way to

screen out hospitals, Hospitzl's with a higher than sverage provision of charity
care should be a2llowad to use a higher rate of wn*lahlon than those hespitals

that are at or.below the average.

In additison to the two above-mentioned screens, hospitals would also be

excluded from an expeédited review if they exceeded their limit for any of ¢ R
following: 1) gross revenue, 2) gross patient revenue, 3) gross lﬁpatlent, and
%) charges per discharge. . -

Wnile a2 hospital would neot be ineligible due fo an excess in gross coutpatient
revernue, an increase in gross ouvtpatlent revenue could cause an excess in
gross patient revenue which would eliminate & hospital from an expedited review,
Presently, there are only penszlties for when a hespital has exceeded its revenue
limits. There should be some incentiva or reward for when a hospital has

staved within its limircs.

The irclusion of these screens would effectively eliminate the expedited review
process which we feel was not the intent of the legislature. We feel the intent
wags to still allow for a2n expedited review precess but with a lower inilation
rate index., This is zccomplished by using the Data Resource Index (DRI) rather
than the Mediczl Consumer Zrice Index (CPIL).
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August 1, 1989
Pl
Larry C. Filzer
Chairman . R
The West Virginia Health Care Cost Review Authoricy wemlb EREIE
100 Dee Drive, Suice 201
Charleston, West Virginia 25311
Dear Mr. Fizer: -
In response o the opportunity to submit wricten comments regarding the
West Virginia Health Care Cost Review Authority’'s ("HCCRA"s) proposed legislat i T&
rule "Expedited Rewview For Rate Changes”, we respectfully submit the following
comments.
BACKGROUND
Effeccive Aprii 9, 1989, the West Virginia Legislazure made the Zollowing
additions Tadditions underlined] teo W.Va., Code & 16-298-20 governing rats
ceterminations by HCCRA:
{i) Notwithstanding any other oprovision of this
article, the board [HCCRA! shall approve all reguests

for rafe increazses by hospitals which zrs licensed for
cre hundred beds cox less and which zres not located in

a Standard Metropoliten Stacisticzal &rea where the rate
of increase In the hospiral's gross inpa:iew* revenues
per discharge for nonmedicare and nonmediczid payors is

agqual te or less_chan the rate of infiation for the
hosgital industry naticnally as measured by the most

recent hospizal market basket compenent of the consumer
price index as reporcad bv ths ited States 3Bureau of
Labcr Statistics applicable ¢ :he hospiltal’s fiscal
vear. The board by regulation, 1mposs reporting

may,




requirements to ensure that a hospital deces not exceed
the rate of increases permitted herein.

(k) Notwithstanding anv other oprovision of chis
article. the board shall develop an expedited review
process applicable to 21l hospitals licensed for more
than one hundred beds or that are located in a Standard
Metromolivran Statistical Area for rate increase requests
which mav be based upon a recognized inflation index for
the national or regicnal hospital industry, The board
shall =dopt emavweeney rvesularions implementing this
subsection within ninetv davs after the effective date
of this subsection "April 8. 19891 and shall thereafier
submit a proposed legisiative yule £o the legislature
for consideration af its regular sessicon in the vear

19501,

HCCRA’s ilmplementing regulations for the formsr W.Va, Code § 16-29B-20 (j) are
found at the W. Va. Code of State Rules ("GSR”) §45-3- "Automatic Rate of
Inflation Increases.” (Attached hereto as Exhibit 1 for re:erence.)

DISCUSSION OF PROPOSED LEGISIATIVE RULE

Ir is well-established tha:t administractive agenciss have conly such powars as

have expressly or impliedly been conferred upon them by law, Walters v,
Ritchie, 156 W.Va. 9§, 191 S.E.2d4 275 (l972). Fursuant to an administrative

.~

agency’s authority to promulgate rules and regulations implementing statutory
mandates, such rules must not be in conflict with, or alter or 1limit, the

statute and cannot supply cmissions of the statuts. Sge, e,g., Tullievy w. State
Farm Mut. Auto. Ins. Co.., 345 F.Supp. 1123 (D.C.W.Va. 197Z); Ney v. State
Workmen's Compensation Com’r., 297 5.8.24 212 (W, Va, 1932 }; Anderson & Anderson
Contracfors. Inc. v. Latimer, 162 W. Va. 803, 257 S.2.24 87 8 (L579). in

determining an administrative agency’s scope of authority it must be presumed
that the lawmakers intended to place no greater restraint on the liberzies of

citizen than was clearly and ummistakenly indicazed by language they used.
Walcers v. Ritchie. Finzlly, when an administracive agency reverses course Irom
its precedesnts, it must give reasonable notice and supporting racicnzle before

E ]

it changes its standards, or its actions appear avbicrary and capricious. L &
F Telephone Co. of W. Vs, +v. Public Service Com'n. of W. ¥a.,, 301 35.E.24 7@3
(W. Va. 1983).

Here the Legislaturs has specified that proposed rate changss by hospitals of
100 beds or mcre located in Standard Metropelitan Scactistical Areas - theat ars
ne greater than the hospital industiry rate of inflation - urderge an expediced
review. This new ravisw requirement, howsver, is actually a limitaction of the

previous right to an sutomatic rate increase pursuant to the prior W.Va. Code
§ 16-2ZSB-Z0 (j) §7) ‘anc §483 CSR 3-5. In interpreting the Legislature's
underlying inten:t in this rsgard it Is helpiul to review the legislatiws
findings expressed zt the rime HOCRA was established, which are set forth at W,
Va. Code § 16-2%3-1 as follows:




The legislature hereby finds and declares that the
health and welfare of the citizens of this state is
being threatened by unreasonable increzses in the cost
of acute care hospital services. In order to alleviate
this threat, information on hospital cost must be
gathered, a system of cost control must be developed and
an entity of state government must be given authoricy
to ensure the contalnment of acute care hospital costs.
Therefore, the purpose of this article is to protect the
health and well-being of the citizens of this state by
guarding against unreasonable loss of econamic resources
as well as to ensure the continuation of apprepriate
acute care hospital services. [Emphasis added].

Clearly, rate increases that are no greater or less than a national or regicnal
hospital industry rate of inflation are per se “reasonable” and this explains
the rationale underlving the right to an automatic rate cf inflation increase
heretofore accorded all hospitals pursuant to the prior W.Va. Code § 16-293-20
(iy. Thus, it is a reasonable conclusion that the amendment to W.Va. Code § lb-
29B-20 (i) and addition of paragraph (k}, supra, reflects a concerm that, due
to the naturally greater costs of the larger hospitals, rate of inflation
increases should be given some level of scrutiny prigr to automatice approval in
order to assure that such increases are indeed limited to the specified industry
rate of inflation. The language of paragraph (k) - referring toc "rate increase
requests which mav be based upon a recognized inflation index for the national
or regional hospital industry” (emphasis added) -_supports this interpretation.

Given this legislative background as context, anv rule promulgated by HCCRA
should provide for a most narrowly drawn review limited to, in effect, a
certificacion of a given hospital's proposed rate of Inflation increase. In
certain key respects, however, the propcsed rules significantly exceed such a
limiced review,

First, § 65 CSR 14-4.,2 of the proposed rules_set forth "eligibility standards”.
Specifically, this secrion posits, inter alia, the following reguirements:

4.2, Eligibility Standards - TUpon recesipt of the
application, license and budgez, the Authority shall
determine: ¢1) if & minimum of 385 days have elapsed
since the hospital has placed into effecc its last rate
inerease. Temporary changes in a hospital’s rates made
pursuant to W. Va. Code 16-28B-21(b) are excluded from
this requiremeny; and, (2) if the hospitsl has provided
charity care sgual to or greater than the state average
for the previous fiscal vear. Charity care shall not
include bad debz ... ({Emphasis added)

If the hospital fails to meet these standards, the
hospital may nos. requast & rate increase pursuant Lo
this rule,




The 1989 amendment to W.Va. Code § 16-29B-20 (j) and added paragraph (k) do not,

however, authorize HCCRA to impose any sort of charity care "eligibility
standard”. As stated in the present CON regulatioms, "[c]harity care poses a
unique problem for the hospital industry in West Virginia.” 65 CSR 5-3.4.9.1.

Under the current reporting rules and regulations, charity care 1s defined only
by “guidelines” and as a component of the larger category of "uncompensarted
care”, 65 CSR 5-3.4.9. et seq. Thus, there does nop now exist the requisite

database of comparasble reported information about “charity care” upon which to

equitably determine a "state average” for charity care, in line witch the over-

arching legislative intent expressed in W. Va, Code § 16-298-1., supra.

Turthermore, inherent in HCCRA’s approach to cost and rate review has been the

grouping together of like hospitals wariously by size, regien, or type of
service. for purposes of equitable comparison; a “state average” is at variance
with this better-reascned appreoach, and camnot produce a falr resulr for the
broad range of hospitals affected by W. Va. Code § 16-293-20 (k).

Second, Paragraph 4.3 of the propesed rules adopts a new measure of inflation.
This provision states:

4.3. Rate of Inflacicn - The hospital shall determine
the applicable rate of inflation Zor the hospital
industry by referring to the most recent publication of
Data Rescurces. The hospital may request the Authority
to provide it wich the current Data Resources Index
(DRI} prior to £fiiling che application reguired by
section 4.1 of thig rule. The DRI shall be applicable . _
for sixty (60) days from the date of the letter from the
authority notifying the hospital of said figure. The
rate of inflacion so reported shall not be adjusted for
the increasing costs of technology, nonsupervisory
wages, malpractice premiums, new services, or any other
reason, '

As a matter of administrative law this unexplained designation of the "DRI” as
the standard for determination of the allowable race of inflation increases is
clearly an administrative agency action that "reverses course from precadents”.
Heretofore, the widely recognized consumer price index as reported by the
Cnited States Bureau of Labor Statistics ("CPL") has been primarily used as the
"recognized inflation index for the naticnal or regional hospital iInduscry.”
At 2 minlmum, 2 reascned explanation for the departure from established poliey
in this regard should be estsblished. See, 2.g.. Atchison. Topeska & Santa Fe
Reilroad Co, v, Wichits Board of Trade, 412 U.S. 800, 808 (1973) ("There is

at least a presumpzion that those policies will be carrisd out best 1f the
settled rule is adhered to. From this presumption flows the agency’s duty to
explain its departure from pricr norms. (emphasis added)) In addition, the
final sentence of this paragraph is a another major departure from the limited
scope of zutherity provided for by W, Va. Code §16-29B-20 (k). The admenition
that "{t]he rare of inflatvicn so reported shall not be adiusted £or the
increaging costs of téchneclogy, nonsupervisory wages, malpractice premiums, new
services, or any other reason” is again, as in the case of the charity care

A




provision, not called for by the statutory language. This provision as
presently stated can only have a chilling effect on the hospitals’ exercise of
the limited right provided by the newly-legislated expedited review.

Finally, with respect te.sectlons 4.4, 4.5, and 4.6 of the proposed rule -
dealing with "Hearings”, "Review by the Board” and "Notice to the Community” -
we note that section 4.5 fails to specify any timeframe in which “the board
shall issue an order setting final revenue limits” including "the effective date
of any Increase. This 1s at wvariance with the present full review procsdure,
§65-CSR 3-4.4., that provides: "The final order on any proposed change or
amendment shall not be issued more than cone hundred eighty (180) days from the
date of filing of the application and proposed budget with the beoard., If the
board fails to complete its raview of the proposad change within the time periocd
specified for the review, the proposed changes shall be deemed to have been
approved by the board.” :

Thank you for the oppercunicy to provide you with these comments.

Very truly vours,
|

“H:éi/ﬁéﬁé /5%/ 4/

Irene M. Keeley

/Q [Certs

Rooeru Cwynne

A Vo

M, Ann Vroom
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proved by the hoard ;

45 Appeals from board's final order. Should the
hospizal or an interested party wish to sonlest tne
hoard's final order, the hospital nr interested party
shall{lie its appeal pursuant tothe provisions of Wast
Virginla Code. section thirteen, article twenty nine-
h. chapter sixieen

46 Rates during hezarings und appeals [n the
eventthe board :"‘Loc:iﬁe: the requestnta npgpitel fora
chnange in its rates so that the ho~piralohtainsanly a
odrtial increzse initsrate ~cheuuls, the husprral shall
hawve the right to accept the henellts ol the partlal
increaseinratesandchargs (s proch~zrs aceording.
v without in any way adversels =":'f~r;'.*-w or waiying
i1z right to conte:t Or appe.: thas prrtion of the deci-
sion and finai order of the board wh.chdenied the re-
mainder of the requested rale inorays2
ar (nterested pariy contest: ur Appedis the deciilon
and finai order of the hoard, ire haspital may charge
its purchasers in accordance with ikhe poard's decisin
and final order until the Niral order i3 subseguent!
modified.

1.7, Noticetnthecommunity Contemporaneousiy
with the filing of the uppiicetion and propesed udger
pursuant 1o section 4 ! this rule. the hospiiat shali
2lso cause tn be published In o newspaper of zeneral
circulation in the county in which the noipital is (o
catedalegal advertisement ~uiting forth the fact thut
the hospital i3 appleing to the bnard for 4 ghange or
amendment o itz schedule ni'rate~ The legal adver
tisement shail summarise tne elivet of the reguested
reliefand shall further stute that any person desiring
toinspect the application and propased budget mas do
so at tne hozpital during the hospital's regular bus
ness hours and also at the aifices of the buard Al-o.
the legal advertisement shail advise the public that
arv person or entity who claims to be an interested
party in the proceedings for the changing or amend-
irg of the scheduie of rates must file with the Authort
ty @ written ngtice setiing forth the intereszed parties’
nemes, address and the tacts relied upon to estubiish
hiz or her interest, The legal advertisement must |
jorm the public that interested parties must tile Lh'.s
notice within thirty (301dass nrthe nosplral's
itsappiication with the Author:T. or zlse the Authori-
ty will. except for good cuuse <hnwn, dens the inter.
ested party’s notice. The Auinnrity will then send
notices of all proceadings ana cuples of 2il urders w
tho=e parties deenmied 0 be 1nterestsa i1 the matter
Proofef publication of the legal advertizement by the
nospital musr be submitied tn L!w Adtnoeras Althin
ten 110) days of the fliing of (ts applic ‘

ition ard pro-

prior order,

Similar'y.

Fling of

posed budger.

4+ 8. Reconsideration [n t'ne event that a hospital
or interested party wishes the bozard to reconsider 4
it shall {lie 1is reque:t in writing and
shalidetail the grounds for fhe reconsideration Such
a request must b flled within twenty 120! days of the
receipi by the m.‘mul of the disputed order. A re.
guest for recnnsideration shall toll the running of the
perind in which an appeal must be taken. The board
shall respond te the request for reconsideration in
writing and shail state (18 reasons for zranting or
denying the request

§65-3-5. Autornatic rate of inflation increases,

ny hospital which wishes to increase iis
fent revenues per discharge for nonmedi-
nanmedicald payorsinanamount equal toor
ha rate of inflation for the hospital indusiry
ziir shall do 50 im accordance with tnisrule

32 h lsast five 137 days prior to instituting the
. the 'm-pttd.l must notifv the Authority of' its
ention th myplenient the increase. The notice shall
inciude compictionofthe form attached to these rules

ursuch nereases

33 The mnepi-al must inform the Authority of {13
inpatientutiiizationduring the fiscal vear priortothe
date uf the noutce and the anticipated inpatient utili
Fation for the :.,c Al veur affected by the ingrease The
haspital sha 5_~ inform the Authority af the amount
of 2roes n;*"e t revenue it received for the fisca:
and the amount of gruss in

vedr prior tuine increase
Daliont revenue il expecis to receive during the fscal
sear atfes dm ine increase

34 Wirninthirty 30 daysatterimpiementing roe
Imrease in s gross inpatient revenues per discnargs
for s r‘.onmgciicare 4nd nonmedicaid payeors. the nos-
oltial shall file an amendment to i3 schedule of rates
and 4 re».sed buagst hoth reflecting the effecs ol the

lncredse. -

- = o)

38 ‘Tre ..o«pltdi shall determinre the spplicanle
rate of intlation for the haspizal industry by referring
to the most rezent hoapl.a’. and related services”
itemn of the Cnnsumer Price Index for all urban con:
sumers 4= reparied by the United States Bureau !
Labor Stetstic- fur the hospital's immediately com:-
p.eted fiscel vear The hospital may request the Au-
thority o provide ic with thus figure prior o filing the

otice required by saction 3 2. ofthis rule. The rate of
:nfiation so reported shall not be adjusted for increas-
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ing costs of technology. increases in nonsupervisory
wages. malpractice premiums, new services, or any
other reason.

5.6 Withinthirty (30) davs of receiving the hospi.
ta!'s schedule of rates and revised budget as required
by section 3.4, the Authority shall izsue a decision
approving or disapproving the increuse put into effect
by the hospital. The hospitai i« not prodibited from
implementing the rate increase during this tihirty 130)
day period. The HCCRA's evaluation will be limiter
tothe rate of increasze for gross inpatient revenues per
discharge for nonmedicare and nonmedicaid payors
and will estzblish that the increase s equai tnor iess
than the rate of inflation for the hospital indusir
nationally. The determination shall he made upan
the facts presented by the hospiinl und the records on
file with the Autherity The decisinn may be treuted
as a final order and an appeal or reconsiderazion may
be requested by the hospital or an interested party
pursuant o sections 4 3 and £ Sof thisrule

5.7. Notwithstanding the provisions of section 3 8
of thisrule.if the board subsequen:ly determines that
the inerease put into effect by the hoszpital actually
exceeded the national rate of inflation for the hospital
industry, for whatever reason. the board may insti-
tute a review and investigation of the hospiial's rates
and budget and take such action a2 it deermns necessar-
¥ to establish a new rate schedule and also direct a
refund to the hospltal's patients or a temporary de-
crease in the hospital's rates if any of such should
prove necessary. The decision resulting from any
such review and {nvestigation may he treated a2z 4 f1-
nalorderand an appeal or reconsideration may be ra-
guested by the hospital or an interested party pursu.
anttosections 4 5 and 4.8 of this rule.

5.8 Thissectionalsoapplies to ary hospital which
seekstoincrease ordecrease itsoutpatient revenueor
its nonpatient revenues from nonmedicare or
nonmedicaid sources. In addition. if the hospital ex-
periences less inpatient utilization for the twelve 112)
months following the increase thun it had anticipated
when the automatic rate of inflation (ncrease was ob-
tained, the hospital's average rate per discharge shall

not later be increased to make up for the decline in

gross inpatient revenue without permission of the
board.

5.8 Forhospitals which have obtained an zutoma-
tic rate of inflation increase, If the hospital actualiy
experiences gross inpatient revenues per discharge
for nonmedicare and nonmedicaid parors in excess of
The amount it was allowed, then the hospiral i3 noti-

{led that it may be subject to all of the penalties
provided for by the Act including refunds and tempn-
rary rate decreases as provided for by West Virginia
Code, subszection id! of section twentv.one article
twenty-nine-b. chapter sixteen, and also the criminal
provisions of West Virginia Code. section twenry sev.
en, articie twenty.nine-b. chapter sixteen Such lia.
hility will he determined by reference (o thosze so¢-
tions und not by these rules

510 Hearings In the event that either the Au-
thority. the hospital. oraninterested party requesisa
nearing nn the increuse, the hearing shall be cunduct.
ed pursuant to section 4 3 af this rule,

3.11 Whilethe sutomaticrateofinflation increase
will be caiculuted upon the actual average revenue
per discharge tor the hospital's past fiscal vear, the
board will continue to monlitor the hospital's compli-
ance w.th the hoard's prior arders, Should such moni-
toring reveal that the hnspital exceeded its prior reve.
nue iimits, then the hoard will take corrective action
against the hospital as aresultof that excess and will
ulso take corrective action against the rates being
charged by the hospital after any automatic rate uf
milation increase

§65-3-6. Temporary changes in a hospital's rates

The legisiative rules for the freeze on hospital
rates and granting of temporary rate increases. YWest
Virginia Code. articie twenty-nine-b. chapter siviteen,
Series 11 (19831 were drafted to implement Section 4
of the Act and tn implement former Section 2irct af
the Act insofar as (t pertained to Section 4 of the Act
Those rules do not have applicability to changes or
amendments t0 4 nnspital's rate schedule
A 1 Applicationinr temporary rate change [(nthe
eventu hospital desives toodbtain a temporary change
inits seneduie of rates, the hospital snall submitan
application to the Autherity which addreszes the ¢r1-
teria set forth in Section 21kl of the Act The appli-
cation must describe in detail the facts in support o
the temporary rate change, the amount ol increasesn
rates required to aileviate its situation. and shali
summarize the overall effectof the rate increase The
claimshall be veriled ithat 15, sworn 10 underoath) by
either the chairman of the hospital's governing body
or by the chief executive officer of the hospitel

82 immediate effectivenessof application LUpan
receipt hy tne board of the application fora temparar:
rate change, the rate change shall be effective. at the
hospltal'sdiscretion. immediately anduntil such time
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Larry C. Fizer, Chairman
State of West Virginia
Health Care Cost Review Authority
100 Dee Drive, Suite 201
Charleston WV 25302

RE: Expedited Review for Rate Changes
West Virginia Legislative Rule

Dear Mr., Fizer:

We have reviewed the referenced rules relating t¢ the expedited review
process for hospitals licensed for more than one hundred beds. The
following are issues that Weirton Medical Center opposes regarding
those rules:

1. It is cur understanding that i1f a facility exceeds revenue
limits of gross revenue, gross patient revenue, charges per discharge
Cr gross outpatient revenue, it would be ineligible for the expedited
review process. As the Authority is aware, several different factors,
i.e., length of stay, acuity, etc. can affect these limits. It is cur
positicn that this additiconal criteria for the review process is
unnecesary due to the inability of a facility to control these
factors.,

2. In additicn, the rule states that a facility must provide
charity care egual to or greater than the state average for the
previous fiscal year. Weirton Medical Center is in agreement that a
facility must provide an adeguate amount of charity care., However,
the measure of using the data which relates to the state average is
unacceptable. There are two major tertiary facilities in additicn to
a dispreopeortionate amount of rural facilities which distort the state
average. Therefore, the measure i1s inadeguate for a typical community
facility. .
Presently, hospitals have not differentiated between bad debt and
charity care. In light of the impending ad valorem tax regulations,
the state statistics will change significantly due to the
reclassification of bad debts. Weirton Medical Center believes
that this criteria should be eliminated from the rule due to the
inequity of the measure.
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3. The rule states that a hospital is ineligible for an.increase
if a minimum of 365 days has not elzpsed since its last rate increase.
Weirton Medical Center is a hespital which has a fiscal year
beginnning in July and a rate increase which is implemented in March.
Ffor simplification purposes, the rule should state that a hospital is
eligible for an expedited rate increase once during a fiscal period.
If a2 ncspital needs an additicnal increase, a different process could
be utilized. We believe that this section shculd be modified to
incorporate the above premise or should be eliminated entirely from
the proposed rule. o _

In general we believe that if the hospital propeses to keep its rates
within the DRI rate cf inflation, then the process shculd be autcmatic
and not subject to eligibility standards.

We appreciate the cpportunity to ccomment on these rules. Should you
have any guestions regarding our position, please do not hesitate to
contact me at 797-6140.

Sincerely,
N -
(ly%MLALu&~Jl-“Jbﬂénv

Cynthia R. Nixon
Assistant Director/Finance

dfk

cct Stephen F, Brenton, President WVHA
bee: Ronald D. Anspaugh, St. Josepnh's Hospital
Robert J. Turner, President WML
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fellowing comment is being made.

During the symmer and fall of 1988, a task force ccmpcsed of_:q res
- the huthority and the healthcare industry met to censider changes to the rate review
process. _Varicus cencepts and ideas were presented; however, it was declded_to wait

until after the 1889 legislative session before fﬂnallzwng any ‘act

, proeta el
The legislature 4id require certain changes as identified 1n,” nglb;r_ﬁeglth Care
Act and the subsequent emergency rule which has been passed. In thls legislaticn
the point is being made that the effect on the public of a rate “increase for a large
hospital is greater than for a smaller facility. For this reason,_a £fferent set

of criteria for an expedited rate applicaticn mst be adopted

It would be my suggestion that the different set of criteria only apply to
inflation factor used for the expedited application. OUnder this suggestloq, “the
existing expedited application rules applicable to small facilities would alsc apply
to large facilities. The only difference would be the inflation factor applicable
to the small verses the large hospitals. The benefit to this concept is that there
is only one set of rules and there is consistency with prior experience.

The next step in the process would be to have the task force begin meeting again.
In these meetings, the complete concept of the rate review process could be
considered. If an alternative is adopted, it will be simpler to implement.if only
one primary set of regulations is in place.

I zppreciate yCLr consideration of this response fo the emergency rule. Please
contact me if I can provide further ewplanations of this response.

Respectfully,

POAK, CUPPETT & PCLINGZ

E. Mark Doak, CPa
Partner

Drawer 1626 Waldo Complex . Clarksburg, West Virginia 26301 . (304) 622-0804
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TITLE 65

BEFORE THE WEST VIRGINIA

HEALTH CARE COST REVIEW AUTHCORITY

WEST VIRGINIA LEGISLATIVE RULE
HEALTH CARE COST REVIEW AUTHORITY
EXPEDITZD REVIEW FOR RATE CEANGEIS

TRANSCRIPT OF PROCEEDINGS had and testimony adduced

before the West Virginia Health Care Cost Review Authority,

taken pursuant to agreement on the lst day of August, 1989,

commencing at 10:00 a.m., at the Authority's Eearing Room,

Dee Drive,

BEFORE:

Charleston, West Virginia,

LARRY FIZER, Chairman

WALTER DELL, Board Member

DON XEESLING, Board Member
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MARIANNE STONESTREET, General Ccounsel
MARGIE HIGH, Rate Review Analyst
PATTY RAMEY, Rate Raview Analyst.

RALPH SULLIVAN, Direct, Rate Review Program

ALR,




[ B

MR. FIZER: The hearing will come to corder at this
peint in time. We'll start cff very briefly with the

introductions of those who are sitting here this morning for

those of you who do noit know a2ll of us here at the Health Care

Cost Review Authoritvy., I'm Larrv Tizer, the Chairman of the

Authoritv. To my left is walter Dell, Bgard Member, and o

my right is the other Board Member, Don Xeesling. To the
immediate left of Mr. Dell, then, is Marianne Stcnestreet,
the General Ceounsel for the 2Agency. To her left is Margie
High, the Rate Review Analyst. To her 1lzft, alsc, is Tatty
Ramey, & Rate Review Analyst, and to her left is Ralph

sullivan, the Director of the Rate Review Program for the

Health Care Cost Review Authority.

-

This morning's hearing is for the purpcse to take the

comments on the Legislative Rules develcped to implement the

expedited review for rate changes as a result of the statutory

changes, and those rules are titled as €5 Serles 14,

[ =)

I, agaln, would hope that svervons has had th

»

opportunity to sign the list indicating as to whether thev
do wish to speak this morning or not. With that, with the

list that I have here, I am going to have tTc make one

exception to the wav that thev're signed up here this morning,

as a result of a tTotential conflict of schedule, and I'4d
tc take Mr. Wni=_er as the first speaksr this merning on

behalf of the Wes: Virginia Hospital issociation. Mr. Whitl

like

LR




oy

L]
n

MR. WHITLER: Mr. Chairman, I've also brought up
comments of Jeff Simmeons; he faxed them to me yesterday. I'11
give them toc vou.

CHAIRMAN FIZER: 7You may procsed, Mr. Whitler.

MR. WHITLER: Mr. Chairman, Members of the Board, I
am Bob Whitler, Vice President/Public >clicy Development, for
the West Virginia Heosplital 2Association. I appreciate the
opportunity tc testifv tocday on behalf of the Hospital
Association and its 63 member hospitals concerning the
legislative rule establishing a new expedited review process
for hospitals licensed for mcre than one hundred (100) beds,
or that are located in a metrdpolitan statistical aresa (MSA).

Senate Bill £76 authorizes the Health Care Cost Review

Autheority to establish the new expeditasd rate review for

larger hospitals and those hospitals located in an urban area

because we believe that there was z considerable amount of

cenfusion during the last Legislative Session. The particula:

provision that we're addressing todav in Sernate RBill 376 change%

the automatic inflation factor, which was the hospital componeét
!

of the consumer price index, which during the Legislative
Session was about i1l percent. The percepticn of the
Legislature was that this was much toc high. We believe that
their perception was kased on & misunderstanding of what that
automatic inflaticon factor actually did. It allows hospitals

to increase cnly gross revenues by that percentage.
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Follewing deductions for charity care and bad debt,
as well as Medicare and Medicald shortfalls and contractual
allowances, an 1l percent increase in gross revenues could
and usually dces result in only a four or five percent increasd
in net revenuss. 6€0.2 percent of West Virginia hospitals gross
ratient revenues are government, and are not controlled by
HCCRA and are, therefore, not affected by the HCCRA rate review
pProcess.

243.6 percent of cur patients are Medicare, 9.2 percent
are Medicaid, and 7.4 percent are charity and bad debt, or
uncompensated health care.

The new ilnflation factor proposad by the Health Care

Cost Review Authority in these rules, the DRI, 1s currently

gt 6.9 percent, cor 40 percent below the most recently publisheg
CPI inflation factor of 1i.3 percent. 2Again, the inflation
factor as proposed by HCCRR is based on gross revenues, Sso :
that, in reality, after vou deduct Medicaid, Medicare, bad
debt, and charity, the increase allowed in terms cf net
revenues will only be abeut half of that. 8¢ if we're locking
at a seven-polnt inflaticon factor, we're looking at probably
an automatic inflaticn factor increase of 3.5 percent.

The West Virginla Hospital Assoclation strongly
recommends that in the very near future a2 new rate review
svystem be developed which will include .an automatic inflation

factor based on net revenue as opposed $O Gross revenue.

ALKR.
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The Health Care Cost Review Authority proposes not
only to reduce the automatic inflation factor zllowed hos?italq
by 40 percent, which is a substantlial reduction, but it also
Froposes to place additional screens on individual hospital
access to that lowered inflation index. The West Virginia
Hospital Asscoclation opposes the additional screens callsd
for in the proposed rules in order to take advantage of the
expedited review process, including the provision of charitcy
care egual to or greater than the state average for the
rrevicus fiscal vear, and the regulirement that hospital not
excead any revenue limits. I'4d like to discuss each of those
in some detail below.

As you know, hospitals are presently using different
methods of classifying charity care and »ad debt, and in fact,
they are now in the process of revising charity care pclicies

and reporting procedures in crder to comply with the State

Tax Department's new ad valcrem tax rules. To impose such

a screen when heospitals do not have commen reperting criteria é
would create confusion and unnecessarily complicate what shoulé
be a very simple expedited review process. If the reported
level of charity care is used as a screen, as proposed in the
rules, our datz indicates that onlv nine hespitals would still
bte eligible for the expedited review process. This is nine
out of 33 potential hospitals.

In addition, to utilize a charity care screen 1o access

SACR
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an inadeguate automatic inflation adjustment factor is hardly
a reward for providing charity care. Instead, perhaps, a
hospital should be allowed an extra increase above the index
as an incentive to provide such care.

Next, the authority propeses to review revenue limits
in the following categories: ¢gross revenue, Jross patient
revenue, gress inpatient revenue, charges per discharge, and

gross outpatient revenue. Zxcept for gross cutpatient revenus

W

if any hospital has sxceeded these limits, 1t would be ineligibls
for the expedited review process. Because of the nature of
the revenue caps, many hospitals, even those hospitals that
have net operating losses, exceed at least one of the caps.
Therefore, this screen will effectively eliminate from the

expedited review process theose hospitals that may pass the

charity care .screen. A review of the data by the Hospltal
Assoclation indicates that, again 1f we look at charity care, i
only nine hospitals would qualify ocut ¢f 33. TIf, on top of
charity care, the charity care screen, we place ancther screen
based on gross patient revenue and gross inpatient revenue,
that would knock out the remaining -- probably seven cf the
remaining hospitals, so that in effect only one or twe of the
total of 33 hespitals would be eligible for the expedited
review process,

Essentially, then, the HCCRA has created a non-process

which we would argue faills to recognize <he legislative intent

ACR.
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which wasg to reduce the autcmatic inflation factor for larger
hospltels, but to also keep in place an automatic rate
increase mechanism to reduce UnNnecessary Paperwork and to
recognize management efficiencies.

This is what we belleve is the key issue in today's
hearing, and we're preposing this. "Is .the hespital propesing
to keep rate increases due to inflation at or bkelow the DrRI?"
If ves, then the rate ilncrease should be automatic.

aAs you Xxnow, Mr. Chairman, the Connecticut Legislature
recently repealed their state's DRG system and replaced it
with a cost containment mechanlsm based on revenue caps.
During a transiticon vear that will begin Cctober 1, 1889,
hospitals will be able to avoid detailed budget review by the

tate's Commission on Hospitals and Eealth Care Providers
where increases in net revenue, as opposad to gross revenue,
increases in net revenue do not excesd =ight percent, and

with the DRI we're talking about a cap ¢f around 6.9 percent
|

on gross revenue. In terms of gross revenue, they would ailcw
inflation up to 13 vercent. This is an interim arrangement.
In the vear beginning October 1, 1390, a new threshold will
be created that permits hospital net revenue Lo incresase at
the rate of inflation, as measured by the DRI, plus two
percentage peints. S0 essentially what West Virginia is
doing is taking the DRI, is faking gross revenue, allowing

gross revenue to Lncraase by the DRI, whereas Conhecticut,

ALR
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which is a fairlyv highly regulated state, is allowing a
hospital's net revenue to lncrease by the DRI, plus they're
giving an additional two percentage points.

The West Virginia Hospitzl Association urges the Health
Care Cost Review Authority toc dreop its reliance on the
relatively meaningiess gross revenus caps and move, like
Connecticut, towards cars on net revenue, I Xnow this is a
position that the HCCRA Board alsoc azgrees with.

Finallv, the West Virginia Hospital Association would
like to point out that those hospitals exempted from rate review
under Section 3.4.2, includes psychiatric hospitals and long-
term care institutions, medical rehabilitation fagcilities are

not included. In talking to Mr. Sullivan, and knowing the

past decisions of the Beoard, we believe this is simply a
staff cversight. We like to see medical rehabilitation

-

acilities included as an exempt hospital.

Hy

That's the =-- the letter I brought down from Jeff

Simmons also indicates that.
Mr. Chairman and Members of the Board, we appreciate
very much the copportunity to express cur views and would like |

to coffer cur assistance to yvou as you move towards a more

reasoned rate-sstting methodelogy tased on net revenue.

I would be glad to answer any guestions vou may have.

CEAIRMAN ER: Thank you. The format of the hearing.

v

~

here today is to take comments from fhose here,

)

AL
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MR. WHITLER: No guestions, okav. Thank vou very much.

CHAIRMAN FIZER: Thank ycu very much, Mr. Whitler.

Mr. Sheppard?

MR. SHEPPARD: For the record, I'm wWilliam L. Sheppard,
CEC of Princeton Community Hospital. Mr. Chairman, Members
@f the Beoard, I do appreciate the ovportunity ©f being able
to comment on the proposed rates.

I think the Legislative intent, and I think Senate
2ill 376, and I think =z lot of us were perscnally involved,
I think, in some of the last-minute negotiations of that bill,
I think the intent was there %o still provide a wmechanism for
expedited review in the rate-setting process. The rags as
set forth, I think, basically eliminates that, at least for
the hospitals in the 100 bed or larger category, for thnree
reasons., First of all, your application must be submitted
prior.te your fiscal vyear. In'my case, my f£iscal vear has
already started July 1, andéd that eliminates me at least for
this vear in applving. My second objection, as well as the.
Hospital Assoclation, is with the Date Resources Index. Not
only is that index much lower than the consumer market baskest
for hospitals, but the index itself, particularly in the wage
area, in the wage area that index was made up of Ten components;
only one of those components 1s hospital=related. As you Know,
hospitals are very labor-intensive. Although yvou might come |

back and say, "Well, that's a pass-through, at least for vour

ALR.
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hourly people," but it's not a pass-through when vou get onto
the caps, and I think that's where the problem lies, and
perhaps mavbe a suggestion even that the present caps on gross
is to pass that through on the cars, on the gross as well,

at least on vour labor increases for the hourly people. T
think that's only half of our cbjecticns to the Date Resources
Index.,  The cther half is the eguipment and the intensive side
cf technology. You go buy a &rill, a nermal hand drili at
Sears and pay $30 for it; we have to buv one that we can
sterilize, and it cost us $900, 3C times more, and it does

the same functicon. And that's the problem when we talk about
techrnology-intensive in our industry. So I, too, object to
the Date Resources because of that.

The third area, I think, that exempts almost all of
us, and that's the -- if you've ever exceeded the cap. Give
an example in my case of why the caps I think on gross are
just totally not accurate, and provides the entirely wrong
incentive. Three vears ago we racruited a neurcsurgeon. Priof
to that, our cases were being airlifted to Roancke, out of
our state, Now that service is avallable in Princeton. Iven ]
low backs, we were sending cur back cases, laminesctcmies, down
to Duke. That neurosurxgeon is doing those now. He increased
by gross that vear by almest 32,000,000, and I exceeded our
cap. True, that was approved by this Beoard, but the caps on

-

gross is misnomer, it's fotally a misnomer. I asked this

AOKR.
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morning if you all -- a computer, what the average charges,
or the minimum average, what the mean was, what the highest
charges were for any services, say, a CAT scan or CBC, and
that's not availlable, although the rates for all of ocur
hospitals are submitted hers on an annual basils.

You do have, from the UB82, I understand, on inpatient
cnly, the avallabillity of charges per procedure. What's far
important for the people of this state to know, I think, is
what does an appendectomy cost in my hospital versus
Charleston versus Parkershburg or wherever they may go for
that appendectomy. What does a laminectomy cost now in
Princeton versus wWhat you paid when they went to Due? What's
more Ilmportant than & cap on gross or a cap on the daily
charges; they are totally lnaccurate in any assumption or anv
analysis of mv services.

Finally, you're charged in the initial enabling
legislation of assuring zhe financial viability of the
hospitals in this state. That's the second paragrarh, I
telieve, 1f you read that legislation., Several of the
hospltals closed last vear, and I think there's going to be
more closing before it's over. I think we need to develop
a4 better system of analvzing the charges, and get <ff the gress
on caps and the gross on dailv charges.

Thank vou agailn for the oppeortunity. I will leave

my comments.
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CHAIRMAN FTIZER: Thank vou, Mr. Sheppard.

Mr. Ward?

MR. WARD: Thank vou. My name is Monte Ward, and I'm
Chief Financial Officer at Cabell-Huntington Hespital in
Hquntington, West Virginia. I have just a few brief comments.
First of all, I want to thank all of vou for allowing us the
cpportunity for comment.

I believe the regulations for expedited applications
would serve as an incentive for hospitals to XKeep rate
increases at a reasonable level. Therefore, the criteria for
an expedited applicaticn sheould be based sclely on the

proposed increase in a hospital's scheduled charges. If the

o

proposed increase is within the DRI plus a percent Ior
technology, or the published DR rate plus a percent for
technology, then the increase in the charge schedule shoul
be automatically approved.

We believe that other issues, such as utiiization
review, should be monitored in other mechanisms. Utilization
review should be reviewed by review crganizaticns, and not
through the rate-setting process.

additionally, even though Cabell-Huntington Hospital
has and verv likely will continue to provide well beyond the
amount of charity care needed to meet the propesed criteria,
we still believe that that should be handled az a2 separate

issue. We beliewvs that cars for ithe indigent is a very

A0KR.
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important issue, and should be addressed completely separately.

Just to repeat, we belleve that these regulations
should serve as an incentive for hospitals to Keep rate
increases at a reascnable level. And 1f a provesed ingrezse
is within a reascnabls level, it should be approved without
being subject te other criteria.

Thank vou.

CHAIRMAN FIZER: Thank vou, Mr. wWard.

ron?

MR. ANSPAUGH: Mr. Chairman, Members of the Becard and
Members of the Staff, this meorning I speak on behalf of the
West Virginia Chapter of the Health Care Financial Management
Association. I'm employed at St. Joseph's Hospital in
Parkersburg. The West Virginia Chapter of HFMA is an

organizaticn, there's about 26,000 members naticnally that

tants, members

l"’l

we are members; members are CrQ's, and consu
of wvarious third-partv vavers, various tvpes of providers,
chief financial officers, and senicr financial people. In
the Stazte of West Virginia we represent about 200 individuals,i
over 200 individuals that work at warious providers and variou;
financial emplovers.

Qur comments, as you see before vou, I just want to

go through them guickly. We comment on the change from the
Consumer Price Index to the Data Resources Index, the CPI to

the DRI. The DRI inflation factor proposed by the Health Care

ALR




15

(3]

[ ]
[vl}

Cost Review Authority i1s currently at €.9 percent, or
approximately 40 percent below the most recently published
CPI rate of 11.3. The proposed DRI rate when applied to gross
revenue could only vield an iancrease in that revenue on the
average of about cne-half of that amount, as we saw earlier
this morning. The West Virginia Chapter of HFMA believes that
the use of the DRI by itself without the additicn of orne or
two percent for the increasing cost of technology is unduly
penallizing providers ©f the State of West Virginia. These
same facilities are the cnes kringing new technology and
service to the State to provide better and up~to-date care
for the peoplie of West Virginia.

Recent data provided by the State of West Virginia
clearly shows that more than 20 percent of the PEIA patients
dellars go to out-of-state providers. oObviously, some of those
providers probably could have been treated in West Virginia
if the service was provided in West Virginia, as we saw,
again, by scme of the examples earlier this morning. i

The problem is that the surrounding states hezlth care

costs, we found through national literature, are higher, in

some cases much higher, than many West Virgiria providers, i

i
S¢ those dollars are geing out and not getting the same value i
they would get if the technology was available in our own ;
state.

For similar reasons, Connectilcut has recently repealed

ACKR.
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their DRG system for hospitals, and will be implementing on
Qctober 1, 1990, a new system that permits hospitals net
revenue to increase by the DRI plus two percentage points.
They are allowing for the ftehcnology advances that we've been
talking about.

The West Virginia Chapter of HFMA strongly urges the
Health Care Cost Review Authority to add a one or twe percent
adjustment for technology to the DRI inflation factor.

Secondly, ellgibility standards, the proposed screens
tc eliminate the use of expedited review, our comments are
as follows: The West Virginia Chapter of HFM2A bhelieves that
the intent of the 188% Legislature was to modify the prior
expedited review process only to the point ¢f reducing the

eligibility standard to what was in their mind a more

reascnable level, l.e., sevel Tetcent versus eleven percent;
a process that provides cost conzainment rules for health
care providers, while noct overly increasing the level of review
and kurdening the bureaucratic progcess in a time of limited
State funds and limited State manpower.

Developing stringent elligibility standards in addédition
to reducing the inflaticon factor will serve only to increase

health care costs by forcing preoviders to complete the

expensive andé time-consuming rate reguest application, when,
in fact, that provider may bes doing an excellent job and

otherwise maintaining health care costs.

S0
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In additicn, reliance upon a charity care screen to
qualify hospitals for the expedited review process may appear
to favor some providers as a result of exceeding a State
average, when, in fact, the provider may be providing a
substantial amocunt of charitable health gcare sarvice to its

community, vet remalining belcw the State average. The reasons

t

for such could range from the econcmlic condition to that

k

particular cemmunity to the method a provider chocses to record
charitable service. Accurate charity care guidelines can
net be develored until such time that all providers and State
agencies develop a universal methed of classifyving charity
care, uncompensated care, and bad debt, a process that's
currently underway with the State Tax Department, the West
Virginia Hospital Assoclation, the West Virginia Chapter of
HEMA, and hopefullv including the HCCRA Staff.

An imposed screen on revenue limits could arbitrarily

hospital provider from expediitaed review even 15

)

disgualify
the hospital could reasonably justify the increase or even

if they were operating at a net loss. Because of the nature
and variety of the revenues caps, as well as clrcumstances,
such as an lncrease in patient acuity, a change in a physician
referral or admission pattern, new high-cost products, or even
the addition of a new physician, such as a specialist o a
community's hospital staff, a hospital can excsed a cap for

a very just circumstance.
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Finally, the HCCRA proposed screen that a minimum of

ays must have elapsed prior tc the hospital placing inte

L)
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s last approved rate increase, our hospitals cculd

o
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Hh
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'ns
H
T

pe unduly penalized for delays in the bureaucratic process.
particularly, a full review will become reallty as a result

of the proposed rules. A hospital submitting a cocmpleted rate
reguest two or three months prior to its fiscal year may not
receive final appreoval until three or four months inteo 1lts
fiscal vear; I think that would be very realistic.
Consideration should be given to permit expedited review
raguests based on a provider's IZiscal vyear.

In summary, recent data prepared bv the West Virginia
Hospital Asscoclation clearly indicstes. that only one or two
hospitals would gualify for the expedited review process as
a result of the proposed rules, and the change from the CPI to
the DRI for hospital providers larger than 100 beds or these
located within a metropolitan statistical area.

The West Virginia Chapter of HEFMA bealisves that the
expedited review process allows theose providers maintaining
hezlth care cos:ts at a reasonable level now established at
the lower DRI level to continue £o provide low cost health
care to the communitv while not burdening them with costly
and time-consuming revorting and papser procsssing. In

additicn, it providss ECCRA with the mechanism to concentrate

on those providers azgearing to reguire the agency's attentioni
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at a reascnable staff level and cost to the State, and
in particular to the taxpaver at a time when resources are
limited. Therefore, the West Virginia Chapter of HFMA
strongly urges compliance with the expedited review process
as intended by the Legislature, and elimination of the

Ea

propased screens.

Also, a suggestion was made tc consider a new rate
review methodology that is based on that revenue and provides
a technology lncrease of at least two percentage points. As
stated earlier, the latter would alleow West Virginians the
access to health care technoleogy now being provided in other
states at a higher cost to West Virginia.

The West Virginia Chapter <f HFMA in conjunction with
the West Virginia Hospital Asscclation is available to assist
the HCCRA Staff wherever possible in implementing a workable
nealth care methodology and review »rocess.

Thank vou wvery much.

CHAIRMAN FIZER: Thank you. .Mr. Backus?

MR. BACKUS: James L. Backus, CFO for Et. Joseph's
Hospital in Parkersburg, West Virginia. I want fo thank vou
for the opportunitv to bring our comments to the Board tcdayv.

The screens that vou have estarlished effectively
eliminate the expedited review process for the State's larger

hospltals for those in the statistical areas. The firs:t

n

ave elapsad since the hespital ha
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placad irnto effect its last rate increase. Wwhile the
regulations state that HCCRA has 45 days to issue an order
after receipt of a hespital’'s applicatiocn, there are loopholes
that would allow HCCRA ©o gc bevond this timeframe. Ihn
addition fo that, the hospitalis are alsco sxcluded from
axpedited review 1f thev exceed their limits for any of the
following: gross revenue, gress patient revenue, gross
inpatient revenue, and charges per discharge.

I would like to cifte an example of a preoblem that we
have that . ties 1nto these tLwe areas. For the 1988 rate
review, we had exceeded our caps, and we made an application
in late November; we have a calendar wvear as our fiscal vyear.
We did not recelive appreval of our rate until the middle of
March, due %o the overage on the caps. 0One cof the major
points cof contention was the fact that we nad an intensity
increase, and we showed that cur case mix ilndex increased.
However, 1t was felt by the Board ithat i1t would not be possible
for our case mix index o increase wnile our lengtnh of stay
decreased, and that seemed to be the major peint of contenticnl

I can show vou how that can happen very easily. We
hzppen to be one of a few number of hospitals in the State
who have a distinct mertal health unit in the hospital.
Mental health patients have a long length oI stay but a

relatively low DRT acuity. OCur decrease in activity at that

point in time was in the mental health area. Cconseguently,

AOR.
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what happened was we reduced our numbers of patients who had
low acuity but long length ©of stay. So the overall effec:t on
this was then teo reduce our length of stay and increase our
zcgulty because of the heavier weight of the medical and
surgical patients in that,

Consaguently, by nct receiving ocur rate until in Marchj
we affectively reduced the rate by about 25 percent for that
vear because the first guarter we were unable to implement
it.

The second screen reqgulres that each hospital has
provided charity care egual to or greather than the State
average. Again, this screen would effectively eliminate
hospitals from the axpedited review process. The problem with
using an average 1s that one or two hospitals with a large
charity provision could skew the average up, making it
dilfficult for the majority cf the hospitals to resach. The
provision of charity care sheould neot be used as a way <o
screan out hospitals. Hospitals with a higher than average
provisicn ¢f charity care should be allcowsd Lo use a higher
rate of i1nflatlon than those hospitals that are at or below
the average.

Thne 1lnclusicon of each screen would effectively
eliminate the expedited review process, which we feel was not

ture, We feel the intent was to

v

the Iintent ©of the Legisl

still allow for an expedited review process, but with a

ALK
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lower inflation rate index. This is acceomplilshed by using
the data resource index, rather than the medical consumer

price index.

CHZIRMAN FIZER: Thank you, Mr. Backus.

1]

Mr. Iseman?

MR. ISEMAN:. I'm Willizam Iseman, Vice President cof
Finance a2t Thomas Memorial Hospizal, and I, toc, would liks
to thank the Board for giving me this cpportunity to testify

s

todav on the expedited review process for rate changes in
T“he State.

First of all, I'd like to say that Thomas Memorial
Hospital does agree with some of the comments that have been

made by both the West Virginilia Hespital association and the

<

West Virginia Health Care Financial Management Association.
I'd 1like to make a few brief comments, however, about the
regulations.

The Health Care Cost Reviaw 2uthicorlty proposes To
reduce the automatic inflation factor raughly 40 percent by
switching from the CPI inflaticon facter to the DRI inflation
factor. The Autheriity should evaluate a new rate review
svstem which considers a hospital’'s true financial needs and
awards hospitals a fair rate of return to finance future

carital expenditures and increases the werking capital. This

ol

i3 very nacessary for hospitals 1f they are going to be

financially viable in the future.

ALR.
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The seccnd point I'd like to make 1s that charity for
most hospltals is very difficult to manage. EHospitals without
smergency roems tend te have less charity care, only because
they see less indigent patients. The provision in the rules
Lo aliﬁw only those hospvitals which provide charity care
above the average for the State an access to expedited review
esgentlially panalizes many efificient and well-meanin
hospitals in the State.

If the authority wishes to include charity care as
an indicator for gualification in the expedited review process)
then I suggest to the Authority %o use charity as a percentage

of gross patient service revenue as the indicator. At least

the way the regulations are written at thig point, it secems
that vou're using total dollars instead of a percentage of

would then be compared,

0
[
u}
[
fu
(9]
B

gross patlient revenue. The per
possibly, to the average pergentage of zharity care vrovided
by hospitals in the State.

My last comment, hospitals in 2 competitive situation
in the State might well be penalized for providing services
Lo anh increasing number of patients, when a hospital 1s
determined to be ineligible because 1:i exceaded lts gross

revenue, gross inpatient revenue, and gross patlient service

revenue limits. Tne only indicator that pessibly should be
used i1s the inpatient revenue for discnarge indicator. Many |

smpatitive situations much i1ike

9]

2 are in

—
~

a

[

In tho

0]

()]

hospital




24

we have here in Charlesten, where you have Charieston Area
Medical Center, St. Francils, and Thomas Memorizl Hospital
competing for patients. And In any particular fiscal year,
we at Thomas Memorial Hospital might be able to increase ocur
overall number of admissions bevend that budgetad for the

£ we use the limits that are identified

-

fiscal year. and
in the regulaticons, then that hosplital, Thomas Memorial in
this case, would be penzlized and not have access t£o the
expedited review process.

Again, I'd like tc thank the Zoard for giving me this
cppertunity, and I appreciate it.

CHAIRMAN TIZER: Thank vyou, Mr. Iseman.

Mr., Iseman 1s the last one on the list that is
indicated he wishes to speak this morning, but I would inguire
again if there is additional persons that wish to speak at
this tTime on the rules.

MR, WRIGET: Yes.

CHAIRMAN FIZER: Mr. Wright?

MR. WRIGHT: I'm Gavle Wright, and I'm the Vice

f Finance at Camden-Clark Hospital. There are .

O

Presidenc
three areas that I would like to comment on this meorning.

One 1s the technicality in the fact that Section 4.1 reguires
the rate application be submitted at least 45 days prior tc

the beginning cf the fiscal vear. Saction 4.2 disgualifies

an applicant from expeditsed review unless a2 minimum of 365

ALK
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davs has elapsed since the hospital has placed into effect
its last rate increase. Technically speaking, when vou're
locking at the application 43 days before the effective date,
if the hospital has placed a rate increase in its current
fiscal year, then it will be less than the 3863-day reguirement|
In addition to that, the 365-day rule effectively
prohibits. a_-hospital from implementing a rate increase on the
first dayv of its fiscal vear, unless the hospital has been
able to place into effect on the first day of its fiscal year
its rate incresase everv yvear, and <an continue te do so.
Veryvy few hospitals, I feel, have been able to place their
rates into effect on the first day of the fiscal year if

for some reascon, during the review process, additional

information is reaguested. I would recommend that a more
appropriate screen would be that the effective date of any
proposed increase must pe the first dayv of the hospita-'s
fiscal vear; and that any prior vear's increase not sffective
on the first day of a fiscal year must not have been annualized
for the delay in implementation.

My additional comment on the 45 days for the approval,
43 days, in Section 4.3, the Board has set to approve an

axpedited rate increase shall not begin until the aAuthority

receives from the heospital all the information pursuant o
this rule for z complete applicaticon. ' This means that if a

hospital properly completas all the R 'forms, attaches a copy

|
!
|
!
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of its license, includes a copy ©f its budget apprecved by the
Board, and includes other specified decuments, if the HCCRA
Board reguested additiconal infeormaticn, which it's authorized
to do, and sometimes is necessary to do, the 45 days deoes not
start until the additicnal information is received. This
removes any assurance that a hospital submitting its budget
43 davs or 60 days before the start of its fiscal yvear would
be able to implement its new rates at the start of its fiscal
vear. : o

My third aresa would be gross revenues used as a screeni
Gross revenues, as defined by the regulations, includes not
only patient revenue, but contributicons restricted and
unrescricted. If a hospltal received a large contribution
for, savy, a major bulilding project or scmething of that order,
it would e2liminate that hospital from an expedited review

-

exceeds i1ts gross revenue caps. I feel

-
i

because 1t clearl

e

the use ¢f net patient revenue would be a2 more approrriate
screen to use. This would alsc allow hospitals whose
economic conditions in the community had a downturn and
charity care went up, the hospital could adiust for the
increase in the charity care. Converselv, 1f the economy in
thé community 4id increase, and the bad debts and the charity

care became lsss, 1t would remove the eccnomic benefits, and

raduced bad debts.

0,
"
Y
0
o
v
o

the hospital woul

Thank you.
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CHAIRMAN FIZER: Thank vou.
Is there others that wish to speak this morning?
(No response)

CHAIRMAN FIZER: There being no others, I would just
note for the reccrd this morning that we have received some
additional written comments from the various entities of
Blue Cross and Blue Shield of West Virginia, the United
Steel Workers District 23 of West Virginia. We have also
received comments f£rom the Worker's Compensation Fund, and
alsco from the firm of Steptoe & Jochnson; they were submitted
on behalf of the firm of Steptoe & Jonnscon. Those are all
that I'm aware that I have.

2gain, that will bring to a close the comment pericod
on the regulations, and I <hank all of you very, very much
for vour comments this morning.

{WHEREUPON, the hearing was

cilosed.)
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REPORTER'S CERTIFILCATE

STATE OF WEST VIRGINIA,

WEST VIRGINIA HEALTH CARE COST REVIEW AUTHORITY, to-wit:

I, Norma Jean Good, Staff RepoPier for V. Ann
woofter, Official Repcrter for the West Virginia Health
Care Cost Review Authority, hereby certifv that the
foregoing 1s, t¢o the best of my skill and ability, a true
and accurate transcript of the proceedings had and testimony
adduced at a hearing in the aforementioned matter, held
on the lst day ¢f August, 1989.

Glven under my hand this 10th ‘cay of August, 1989.
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i . -
“Norma Jean Geod, Staff Reporter

My commissicon sxpires June 6, ‘1938,




August 14, 1989

Legislative Rule-Making Review Committee
State Capitol Building
Charleston, West Virginia 25305

The Honorable Ken Hechler
Secretary of State

State Capitol Building
Charleston, West Virginia 25305

Gentlemen:

Re: Proposed Legisiative Rule:
Expedited Review For Rate Changes

I have reviewed the proposed legisiative rule for expedited review for rate
changes drafted and approved by the Health Care Cost Review Autherity. The
Omnibus Health Care Act enscted by the Legislature and in effect from passage
{April 8, 1989) requires the development of this expedited review process and
also the adoptien of regulations implementing said process. Consequently, I
hereby approved the filing of this rule with the Legislative Rule-Making Review
Committee and the Office of the Secretary of State.

Sincerely,

ffy;ﬁ. Syl

TAUNJA WILLIS MILLER
Secretary

Department of Health and
Human Rescureces
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