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FOREWORD AND APPROACH

This study reviews the reimbursement practices and policies of

certain State institutions providing services for patients. The principal 

activities are in the Department of Mental Hygiene and Hospitals and 

the State Department of Health. 

The study pursued three obj ectives:

1) To improve and assure equity in the policies and administra­

tion of reimbursement activities. 

2) To increase reimbursement revenues to more nearly cover 

the cost of services 17endered without imposing an undue 

hardship on patients or responsible persons. 

3) To simplify and make more businesslike the administration

of reimbursement activities. 

The findings and recommendations reflect an analysis of the detailed

reimbursement policies, practices and performance of the appropriate

institutions in Virginia and in other states . 

Following are the specific sources of information utilized in the

study: 

1. Reports made available by the Council of State Govern­

ments relating to reimbursement practices of several other

states were reviewed. 
2. A questionnaire on reimbursement policies and practices 

was sent to fourteen states. The replies were analyzed and

in some instances _clarified or elaborated upon by telephone

discussion. 
· 3. The philosophy of responsibility for reimbursement was re-

viewed in literature made avail.able by the Council of State

4. The following reports issued by the Department of MentalGovernments. 

Hygiene and Hospitals were reviewed and analyzed: 

(a) 
(b) 
(c) 
(d) 

Operating Statistics and Costs, 1959-69

Collections vs Costs of Collection 

Quarterly Reports by Type of Service 

"Proposed Revision of Patient Charge Method", Assist-

ant Commissioner, Mental Hygiene and Hospitals 

5. The Annual Reports (1964-68) of Catawba Sanatorium and

Blue Ridge Sanatorium were analyzed. 

6. Several special or informal reports prepared by Mental

Hygiene and Hospitals and by the Bureau of Tuberculosis

Control of the Health Department were discussed and ana-

lyzed. 
7. The available statistics bearing on reimbursement were re-

viewed. 
8. Blue Ridge Sanatorium was visited. 

9. A small random sample of mental patients' reimbursement

files was examined and analyzed. 

10. The statutes bearing on reimbursement and related subjects

were studied. 
11. The Report of the Governor's Study Commission on Voca-

tional Rehabilitation (1968) was reviewed. 
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12. Persons holding the following positions were interviewed 

or conferred with (some many·times): 

Commissioner of Health
Commissioner of Mental Hygiene .and Hospitals

Assistant Commissioner-Administration, Mental Hy-

giene and Hospitals
Chairman, State Hospital Board
Director, Department of Vocational Rehabilitation

Director, Administrative Services, Mental Hygiene and

Hospitals 
Superintendent of Catawba Sanatorium 

Superintendent of Blue Ridge Sanatorium

Business Manager of Catawba Sanatorium 

Business Manager of Blue Ridge Sanatorium

Social ,v orker at Blue Ridge Sanatorium 

Reimbursement Investigators, Mental Hygiene and Hos-

pitals 
Reimbursement Investigator, Virginia Trel:).tment Cen-

ter for Children and Piedmont State Hospital 

Reimbursement Director, Mental Hygiene and Hos-

pitals
Director, Virginia Treatment Center for Children

Statistician, Department of Mental Hygiene and Hos-

pitals 
Director, Virginia Medical Assistance Program (Medi-

caid)
Director, Special Health Services, Dep a rt ment of

Health
Director, Tuberculosis Control, Department of Health

Director, Alcoholic Studies and.Rehabilitation, Depart-

ment of Health 
Director, Medical Social Servi ces, Depart m ent of

Health 
Director, Medical and Hospital Services, Department of

Health 
Deputy Commissioner-Administration, Department of

Health 

13. The report of the Commission on Mental, Indigent and

Geriatric Patients (1970) was reviewed. 

The Commission acknowledges the conscientious cooperation of the

many officials in the agencies and institutions from whom information and

advice was solicited. 
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SUMMARY 

Reimbursements for services to patients of the principal State insti­
tutions of the Department of Mental Hygiene and Hospitals, and the State 
Department of Health included in this study have increased steadily during 
recent years:· They amounted to about 17% of the cost of operation and 
maintenanc� in 1969 and the proportion is expected to increase significantly 
during the next few years. 

An analysis in February 1970, indicated reimbursements of about $8,-
840,000 per· year were being received for care in the mental hospitals:, 
Reimbursements for care at the Tuberculosis Sanatoria and the Division 
of Alcoholic Studies and Rehabilitation amounted to over $600,000 in fiscal 
1�69. About half of the mental hospital reimbursements are from patients 
or persons responsible for them, whereas only about 2% of the Sanatoria 
reimbursements come from such sources. The balance is received from 
insurance, Social Security, Medicare, Blue Cross, and Medicaid. 

Reimbursements are received for 47% of the mental patients and 25% 
of the tubercular patients while the remainder are treated free. Although 
other institutions receive some reimbursements from individuals the 
amounts are not significant compared with those of the institutions studied. 

A need for improving equity and consistency in charging patients was 
re ... .realed. Although the problems in this area are complex, recommenda­
tions in this report regarding policies, procedures and statutory changes 
should provide substantial improvements when they are implemented. 

The following increases in ·annual reimbursement revenues from in­
surance may be expected if suggested recommendations are adopted: 

Estimated Annual 

llecommendation Income I ncrea.ses 

1) Charging for the cost of the particular type of service
in the mental hospitals rather than the per capita
cost (Recommendation I) ........................ $475,000 

2) Charging for the aGtual cost-Virginia Treatment
Center for Children (Recommendation III) ........ 150,000 

:�) Charging for services to parents and other relatives 
-Virginia Treatment Center for Children (Recom-
mendation IV) ................................. 10,000 

4) Obtaining accreditation of the Virginia Treatment
Center for Children (Recommendation V) .......... 20,000 

5) Charging for the particular type of service rather
than the hospital per capita cost-TB Sanatoria
(Recommendation XI) .......................... 100,000 

Total. ................................ $755,000 

Revision of the charging policy to obtain these added insurance reve-
1mes would affect only a few individuals and in no instance would the in­
creased payments cause them undue financial hardship. 

These increased revenues would be realized immediately by the adop­
tion of the measures recommended and there is also a strong probability 
that they would become substantially greater in the near future because 
of the expanding coverage by health insurance. 

Beyond the increased insurance reimbursements, significant advan­
tages would also evolve from a recommended companion policy to con­
sider programs in terms of their net cost to the General Fund. Under 
such a policy, early intensive treatment, for example, would be shown 
as being much less expensive because of the substantial off setting reve-
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nues it produces. This should encourage a more realistic and socially 
beneficial approach to the funding of such programs. 

Organizatio.n changes are recommended which would centralize and 
strengthen the reimbursement activities of the State Department of Health. 
In addition, the· need is pointed out fot better coordination among the 
agencies concerned with reimbursements connected with Federal pro­
grams. An example is given to show tpat substantial revenues have been 
foregone because of deficiencies in this area. 

In analyzing reimbursement policies questions arose regarding the 
fairness of the charging policy for certain types of patients. This report 
deals with this subject and recommends that the Department of Mental 
Hygiene and Hospitals determine the cost of the various alternatives be­
fore any particular policy is established or changes in statutory provisions 
are requested. 

iv 
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A. REIMBURSEMENT PERFORMANCE-PAST AND PRESENT 

1. Mental Hygiene· and Hospitals

a. Hospitals and Training Schools

Reimbursement has been solicited and accepted from pa­
tients and committees since the first mental hospital in the United 
States was established toward the close of the 1 8th Century at 
what is now Eastern State Hospital. Through the 19th Century 
and the first part of the 20th, payments were voluntary, small and 
probably infrequent. Efforts to force collections were rebuffed 
by the courts* which held that it was the "policy of the State to 
take care of in�ane persons without expense to them." 

In the 1948 session, the General Assembly revised Section 
105 8, Code of Virginia, to require payment by the patient, or a 
person legally responsible for the patient, for the cost of care not 
to exceed the actual per capita cost of maintenance or $40 per 
month whichever amount was the lesser. The legislation pro­
vided further that the rate of reimbursement could be individ­
ually set at a lesser amount with "due regard for the financial 
condition and estate of the patient or inmate, his present and 
future needs and the present and future needs of his dependents." 
No person who was otherwise eligible was to be denied care be­
cause of his inability to pay. 

In that same year, a Claims Investigation Supervisor was 
engaged and on January 1, 1949, the Reimbursement Bureau 
(later the Reimbursement Division ) was established and en­
forcement of the new law began. 

In the first six months of 1949, $85,500 was collected and in 
each year since then collections have increased (Appendix 1.). 
By 1969, reimbursements were $6,723,890, representing 1 7.4% 
of the $3 8,59 7, 426 cost of operation (Appendix 2.). The pro­
portion of reimbursements to operating costs varies greatly 
from institution to institution depending upon the type of service 
and the economic status of the patients and their guarantors. 
For example, Petersburg Training School had a 196g reimburse­
ment rate of only 3.9% of costs, while Eastern State Hospital had 
a rate of 24.3% and the Virginia Treatment Center for Children 
had a rate ·of 31.2%. The higher-cost institutions and services 
tend to have higher reimbursement rates because intensive, 
short-term treatment is more frequently covered by insurance of 
some kind, while low-cost, long-term chronic or custodial care 
is rarely so covered. 

An analysis of patient accounts in all the mental institutions 
except DeJarnette State Sanatorium was made in early February 
1970 (Appendix 6.). This showed reimbursements from the vari­
ous sources as follows: 

Patients whose reimbursement is provided by 
themselves, relatives, or :fiduciaries. . . . . . . . . . . . . . . 4,514 

Proportion of hospital census . . . . . . . . . . . . . . . . . . 30.4% 
Average amount paid per day.................. $2.76 
Total amount, annual basis .................... $4,480,000 
Proportion of total reimbursements . . . . . . . . . . . . 50.8 % 

*Brown's Committee vs Western State Hospital, 110 Va. 321, 66 S.E. 48 (1909); Common·
wealth vs Mason, 177 Va. 684, 15 S. E. 2d 114 (1941)
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Patients whose Social Security payments are 
assigned to Mental Hygiene and Hospitals. . . . . . . . . . 2 ,824 

Proportion of hospital census.................. 19.3% 
Average amount paid per day. . . . . . . . . . . . . . . . . . $1. 77 
Total amount, annual basis .................... $1,803 ,858 
Proportion of total reimbursements. . . . . . . . . . . . . 20.5 % 

Patients paid for by Blue Cross .................. ; . . ·163
Proportion . of hospital census. . . . . . . . . . . . . . . . . . 1.1 % 
Average amount paid per day.................. $11.13 
Total amount, annual basis. . . . . . . . . . . . . . . . . . . . $ 653 ,512 
Proportion of total reimbursements............. 7.4% 

Patients paid for by CHAMPUS. . . . . . . . . . . . . . . . . . . . 95 
Proportion of hospital census. . . . . . . . . . . . . . . . . . .6% 
Average amount paid per day. . . . . . . . . . . . . . . . .. . $9.52 
Total amount, annual basis. . . . . . . . . . . . . . . . . . . . $335,383 
Proportion of total reimbursements. . . . . . . . . . . . . 3. 7 % 

Patients paid for by other insurance................ 23 6 
Proportion of hospital census.................. 1.6% 
Average amount paid per day ......... : . . . . . . . . $9.33 
Total amount, annual basis. . . . . . . . . . . . . . . . . . . . $773,001 
Proportion of tofa� �eimburseinents .... :...... .. 8.7% 

Patients paid for by Medicare (Part A only) ..... :... 119 
Proportion of hospital census· ....... · ... ;........ .8% 
Average ainount. paid per day. . . . . . . . . . . . . . . . . . $7.90 
Total amount, animal basis ... · ............ ; . . . . $338,287 
Proportion of total reimbursements; ... ; ........ · 3.8% 

Patients paid for .by Medicaid. . . . . . . . . . . . . .. . . . . . . . . 183 
Proportion of hospital census. . . . . . . . . . . . . . . . . . 1.2% 
Average amount paid per day .... �............. $6.92 
Total amount, annual basis. . . . . . . . . . . . . . . . . . . . $455, 629 
Proportion of total reimbursements. . . . . . . . . . . . . 5.1 % 

The total number of patients included in the abov� categories 
. is 8 ,134. How.ever reimbursements for some patients come from 
more than ·orie .source and if this factor is taken into account, 
the actual ·number of. patients for whom reimbursement is re­
ceived is- found to be 6 ,955. We then have the following break­
down: 

Nurnber Percent 

Hospital census as of February 1, 1970... .. . . 14,.888 100 
Patients for whom reimbursement is received. 6, 955 46 . 7 
Patients for whom no reimbursement is 

received (difference) ............. ·... . . . . . 7,933 53. :3

The amounts of the reimbursements shown above are based 
on the actual situation existing during the period of the account 
analysis in February 1970. The distribution among the categories 
varies from day-to-day, of course, but in view of the large popu­
lation covered, the figures shown are believed to be reasonably 
accurate. The total of the reimbursements shown amounts to 
�out .$8,840,000, which compar!;!S closely with the rate of actual 
collections in recent months. 

It will be noted that about 50% of total reimbursements 
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come directly from patients or from persons responsible for 
them. Another 20% comes from patients' Social Security pay­
ments and about 24% comes from insurance, including Blue 
Cross and Medicare. The remainder is from Medicaid. 

Of the estimated 4,514 individuals-patients or persons re­
sponsible for them-who make reimbursements from their 
private funds, 982 (22%) pay the total charge. These patients 
are located as follows: 

Individuals 
Paying Census 

Full Amount (May 1969) % 

Western State Hospital. ........... 305 2,716 11.2 
Lynchburg Training School and Hos-

6.5 pital. ......................... 216 3,314 
Eastern State .Hospital. ........... 273 2,382 11.5 
Piedmont State Hospital .......... 3 221 1.4 
Petersburg Training School. ....... 3 273 1.1 
Central State Hospital ............ 118 4,288 2.8 

Southwestern State Hospital ....... 64 1,573 4.1 

Total. ................... 982 14,767 6.6 

Clear up-to-date information on sources and amounts of re­
imbursement is extremely difficult to obtain with the present 
manual system of keeping patient accounts and records. Ob­
taining even the above information required considerable effort. 
A computerized data handling system now in development is ex­
pected to facilitate the gathering of more current and useful in­
formation by the end of 1970. 

b. Virginia Treatment Center for Children
This institution is small (forty-bed), highly specialized, and

understandably or�anized toward professional rather than ad­
ministrative objectives. It has educational and medical, but not
management, ties with the Medical College of Virginia. Since
the institution is neither a member of the American Hospital
Association nor accredited by the Joint Commission on Accredi­
tation, certain insurance claims on behalf of patients are denied.

In the years prior to 1968, reimbursements averaged about
10% of the costs of maintenance and operation. Apparently as
the result of more vigorous pressing of insurance claims, plus an
increasingly greater coverage of patients by insurance, reim­
bursements increased to 21.7% in fiscal 1968 and to 31.2%
($221,413 collections vs $707,398 costs) in 1969. (See Appendix
2.)

Spot-checks during the period from June 1969 to February
1970, showed that of an average of thirty-three inpatients, thir­
teen were being paid for by relatives or guarantors. The amount
paid per day ranged from $1.75 to $7.50 and averaged about
$3.27. Fifteen were covered by insurance, and five patients were
free.

Although these spot-checks show that individuals make some
reimbursement for about half the patients, the amount reim­
bursed from this source accounts for only 2.8 % of the costs,
while third-party payments account for approximately ten times
that _proportion.
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The following table shows the sources of reimbµrsements to 

the Center: 

REIMBURSEMENT PAYMENTS (1969)

VIRGINIA TREATMENT CENTER FOR CHILDREN

Percent of 
Costs 

Source 

Payment by parents or guarantors
Outpatients ........................ $

Day-care patients ................. . 

Inpatients ........................ .

Amount 

602 

975 
18, 669 

Total. ................ $ 20, 246 

Insurance of all kinds.·:.. . . . . . . . . . . . . . . . 201 , 167 

Total reimbursements ... $ 221 , 413 

2. State Department of Health

a. Tuberculosis Sanatoria 

.1 

.1 

2.6 

2.8 

28.4 

31.2 

In the five years ended June 30, 1968, the total annual re­

imburse;ment to Blue Ridge and Catawba Sanatoria increased

from $215,000 to $506,000. The first amount equalled 9.7% of

the total operating costs and the latter 17.3%. A wide but con­

sistent difference in collection performance existed between the 

two institutions through fiscal 1967 (Appendix 3.). In fiscal 1968

performance became nearly equal. Although no specific reason

for this change could be ascertained, it apparently resulted from 

the combined effect of Medicare and a change in admission poli­

cies which took effect during 1967. 

The present accounting systems of these institutions pre-

vent a precise determination of the sources of reimbursements,

but a spot-check showed (Appendix 4.) that both institutions

provided approximately the same proportion, 78% and 70%, of

free bed�. In e.ach institution� four patients (approximately 2%)

made daily payments ranging from $1.00 to $5.00. All other

patients' reimbursements were by Medicare, Blue Cross or other 

insurance.

b. Division of Alcoholic Studies and Rehabilitation

The Division has centers at the Medical College of Virginia

and the University of Virginia Hospital. Twelve beds are pro­

vided at MCV and a variable but lesser number at the University.

The normal course of treatment consists of about two weeks of

resident care and therapy followed by outpatient treatment and

counseling at one of the Division's nine clinics located through-

out the State. 
The Division reimburses the two hospitals at negotiated rates

that include all normal hospital services. Specialist services in

alcoholism are provided at the hospitals by part-time clinicians

employed by the Division. Each of the nine clinics employs a

full-time social worker and a full-time secretary as well as one 

or more part-time clinicians.
In fiscal 1968, 296 new patients were treated. Follow-up
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visits of· former patients raised the total number of persons 
treated to 2,073. 

Hospitals charged the Division $148,512 for services rendered 
in 1968. The Division in turn was reimbursed as follows: 

Reimbursements 
for Hospital 

Costs 

Payments by patients ................. $ 27,900 
64,170 Insurance payments, including Blue Cross 

Medicare, Social Security and Armed 
Services .......................... . 

Other-Welfare, etc ................... . 

Total ............... $ 

5,110 
1,050 

98,230 

Proportion 
of Hospital 
Costs(%) 

18.8 
-:1:3.2 

3.4 
.8 

66.2 

Operating costs of the Division, in addition to the above 
hospital charges, are estimated at $360,000 for fiscal 1968. The 
reimbursements against these, consisting almost entirely of $3.00 
per visit payments by outpatients at clinics, totalled $28,700 in 
fiscal 1968. 

The $360,000 was expended for several important purposes 
other than the treatment of patients. About $25,000 is granted 
to each of the two medical colleges for investigative activities 
concerning alcoholism. Close relationships are maintained with 
Alcoholics Anonymous, medical associations and other groups. 
Professional members address meetings and write articles on 
alcoholism. Medical students and social workers are trained in 
various ways. Accurately segregating the costs of these activities 
is difficult, hut it seems safe to assume that they account for one­
third of the $360,000. Therefore, the remaining two-thirds 
($240,000) may he assumed to be expended for the specific and 
direct benefit of patients. The reimbursement by patients at the 
clinics ($28,700) is thus about 12% of the operating costs ($240,-
000) incurred for their benefit.

Combining the above figures gives the following:

Patient Costs 

$148,512 
240,000 

Reimbursements Percent 

Hospitals ........... . 
Clinics ............. . 

Total .. . $388,512 

$98,230 
28,700 

$126,930 

3. Summary of Present Reimbursement Performance

66 
12 

33 

The tables on the following page summarize the present reim­
bursement performance of the institutions reviewed. 

,< 

B. REIMBURSEMENT PERFORMANCE-FUTURE

Personal and employer insurance, Blue Cross, CHAMPUS, Medicare
and Medicaid should all tend to increase reimbursements during the
next few years. Personal reimbursements are not likely to increase
significantly and in fact may decrease considerably if certain classes of
payors, such as the parents of mentally retarded patients, are successful
in obtaining limitationii-upon their liability for payment. (Turn to p. 7)
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Institution 

Mental Hospitals (4) 
Tuberculosis Sanatoria 

(5) 
Alcoholic Studies and 

Rehabilitation (6) 

REIMBURSEMENTS COMPARED TO OPERATING. COSTS 

Total Maintenance 
Institution cind Operating Costs Rr.i-mbursernents Percent 

Mental Hospitals (1).......... $38,597,426 
Tuberculosis Sanatoria (2) . . . . . 2, 920, 33H 
Alcoholic Studies and Reha.bili-

tation (3) . . . . . . . . . . . . . . . . . 388,512 

Total .......... . $41,906,274 

$6,723,889 17.4 
506,253 17.3 

126,930 33.0 

$7,357,072 17.6 

SOURCES OF REIMBURSEMENT 

Blue Cross Medicaid 
Medicare Social 

and Security and 
Other Insurance R.R. Retirement

% of % of 
No. Census No. Census 

6m 4.1 :3007 20.2 

103 23.3 ................ 

Patient 
or 

Guarantors 

% of 
No. Census 

4514 30.4 

8 1.8 

Total 
Payors 

%of 
No. Census 

81H4 54.fi

. ............. 

Total 
Patients 

Covered (1) 

% of 
No. Census 

6955 46.7 

111 25.1 

Charity Total 
Patients Patients 

% of 
No. Census No. 

7933 53.3 14,888 

331 74.9 442 

2,073 
(1) Fiscal year ended June 30, 1969. All mentai institutions except DeJarnette State Sanatorium. See Appendix 2 for individual institutions.
(2) Fiscal year ended June 30, 1968. Blue Ridge and Catawba Sanatoria. See Appendix 3 for details. 
(3) From text above. 
(4) Appendix 6. 
(5) Appendix 4.
(6) No source data were conveniently available except total patients; however, the relatively high proportion of reimbursements suggests strongly

that a high proportion of patients provided some type of reimbursement.



Because the various third-party sources will provide a much greater 
volume of reimbursements, agency managements should take steps to 
maximize such payments. However, since many third-party payments 
are available only to the extent that the protected individual would 
otherwise be personally liable, careful consideration should be given to 
the method and the effect of limiting such personal liability. 

C. REIMBURSEMENT POLICY

1. Mental Hygiene and Hospitals

Reimbursement policy is stated in Article 8, Chapter 2 of Title 
37.1, Code of Virginia. This Article is ambiguous and the Depart­
ment has found it necessary to obtain clarification through a num­
ber of rulings by the Attorney General. For example, the persons 
legally liable for payment are not spelled out but have been inter­
preted to mean those legally liable for support as defined in Title 20 
of the Code of Virginia, which deals with desertion and support of 
relatives in necessitous circumstances.· 

In brief, the reimbursement policy stated in the Article is that
patients, or persons legally liable for them, must reimburse the
State for the per capita cost of maintenance and treatment, pro­
vided that such reimbursement does not impose an undue financial
hardship. The Article further stipulates that in determining "hard­
ship" the present and future needs of patients, or persons legally
liable for· them, as well as such needs of their lawful dependents,
shall be taken into consideration. The Article offers. nothing more
definitive than the descriptive words given above. Since the Depart­
ment has no written statement of criteria, the amount of reimburse­
ment is left largely to the judgment of the Department's representa­
tives.

2. State Department of Health

a. Tuberculosis Sanatoria

The statutory authority concerning reimbursement for care 
and treatIJ].ent at TB sanatoria is stated·in Section 32-312.1, Code 
of· Virginia. This provides for the Department of Health to de­
termine, after admittance, what the patient or person legally 
liable for the patient is "-able to pay in whole or in part-and 
shall consider whether such patient or other person can make 
such payment and meet his other financial responsibilities for 
the support of himself and his family-". 

As in the case of Mental Hygiene and Hospitals, the determi­
nation of what constitutes ability to pay hinges on a personal 
judgment as to what is meant by such terms as "support", 
''family", or "able to pay". The.determinations are mac;le by a 
local health officer or social worker in the patient's home com­
munity. Each case is subject to review at the sanatoria. Few 

· means are available to assure consistent implementation of the
loosely worded statute.

Reimbursement policy for individuals and guarantors is
rat:J:ier academic because, at the time of this study, only eight
patients or their guarantors in the two sanatoria paid anything
personally. Substantial sums were, of course, collected from in­
surers.
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b. Division of Alcoholic Studies and Rehabilitation

Sections 32'."375 and 32-376, Code of Virginia, set forth the
policy concerning reimbursement by and for, persons treated
by the Division: These sections state simply that the State
Board of Health shall set rates based on actual or estimated
costs and that patients shall pay "insofar as they are· able to
do so-". As with the institutions discussed earlier, the statutes
offer no guidance as to how the rates shall relate to current
costs or how severely reimbursements may be allowed to im­
pair the payor's financial condition.

3. Statewide Reimbursement Policy

As noted in the preceding sections the elements of State policy
regarding reimbursement are not clearly set forth hut must be ascer­
tained from many statutory provisions, some of which are not clear,
some conflicting, and some poorly implemente<;l. Many important
policy determinations are left to agencies, appointed boards, and in:. 

dividual employees.
The present State services with which we are priiharily con­

cerned were originally authorized where:

(1) 

(2) 

(3) 

(4) 

The interest of public health required patient isolation and
treatment that was unavailable or inadequate at the local level,
p1=1blic or private. Example: Tuberculosis sanatoria.
Private treatment of large numbers of afflicted individuals was
too expensive and/or inadequate to encourage rehabilitation,
and lack of treatment would cause severe social loss. Example:
Division of Alcoholic Studies and Rehabilitation.
Private treatment was so expensive and limited as to he beyond
the reach of those people-relatively few in number-who were
faced with an overwhelming need. Example: Virginia Treat­
ment Center for Children.
Private treatment was virtually nonexistent, and the large num­
ber of patients could not be humanely cared for elsewhere. Ex-
ample: The mental hospitals. · 

Over the years the picture has changed substantially, particu­
larly in respect to the services of the mental hospitals and the TB 
sanatoria. New and more effective treatments have reduced the 
devastating nature of many illnesses; increased the number curep; 
and, incidentally, greatly increased the unit cost (i.e., the cost per 
patient day). 

Concurrently, medical advances, combined with the improved 
economic status of a large part of the general population, have made 
local public and private treatment more effective, more available, 
and frequently more desirable than the State services. Also concur­
rently, other State and local services have been made available for · 
afllbted persons, particularly those with physical handicaps: the 
blind, deaf, mute, crippled, and similarly disabled. These latter serv­
ices have tended to be free or nearly free, either by statute or by 
administrative option. 

Greater understanding and better treatment of the whole spec­
trum of afflictions have tended to eliminate some of the clean-cut 
distinctions that prevailed when many ·State institutions were first 
established. Today, for example, an alcoholic may he considered 
as-
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(1) 

(2) 

(3) 

A person with a serious problem th,;tt can .be treated by the Di­
vision of Alcoholic Studies and -Rehabilitation. 
A person with an incapacit�ting problem who should be ad­
mitted to a hospital of the Department of Mental Hygiene and 
Hospitals. 
A person subject to vocational rehabilitation by the Depart-
ment of Vocational Rehabilitation . 
. Similar bl�red distinctions in respect to definition, treatment 

and .administrative responsibility .are found among patients having
other ··afflictions .. In many insta:nces; local ·public .and private insti­
tutions now provide services parallel or �upplementary to those of 
State institutions. 

, Federal fundi:i;ig has introduced a new and important factor. 
The definition, type of treatment, and administrative responsibility 
for treatment may be of crucial importance in deciding to what ex­
tent costs are subject to Federal reimbursement. As an example, 
there has been great confusion and vacillation for over a year con­
cerning which categories of mental patients are covered by Medicaid. 
Beyond this, development of improved treatments for. mental and 
tubercular patients has tended to obscure th.e reasons �o:r distinguish­
ing between these and other categories of afflicted people in respect 
to free service from State-supported institutions. 

D. REIMBURSEMENT ADMINISTRATION.

1. Mental Hygiene and Hospitals

a. Reimbursement Division
. Reimbursement activities are located in the Department's
Reimbursement Division. The organization consists of a Direc­
tor, two Assistant Directors, eleven Reimbursement Investigators
and twe:nty-one clerical employees� One or more investigators
and clerks are located at each institution where they work with
the staff, although reporting administratively to the ReimbuJ:Se-
ment Division.

h. Activities of Reimbursement Investigators
The reimbursement investigator is the key to equitable and

effective administration of the Mental Health reimbursement
laws. The great complexity of many cases, the extensive variety
of situations, and the many agencies involved, all result in an
operation difficult to systematize. The records of the Division,
comprising statements by the patients and persons responsible
for the patient, court orders and similar documents, frequently
furnish only the beginning of the information necessary to make
a determination of an amount which can be paid "without undue
financial hardship."· In determining such an amount the conscientious investiga-
tor should consider among others, the fallowing 

_:_total income of the payor · 
--income of dependents of the payor 
-total assets
-number and age of dependents
-payor's present age and anticipated remaining productive

years
-provision for payor's _retirement income
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-current obligations
-anticipated obligations
-condition of health and provision for illness

The investigator must also consider the extent to which fol­
.lowing actions �hould be taken: 

-reducing or disposing of assets
-curtaUing dependents' education or the pr.ovi!',ion for fu-

ture education
. -reducing provisions ·for retirement or sickness 

--eliminating payments on expensive club dues, boats, 
second cars, etc. 

-stretching out debt payments
�reducing payments to savings plans, stock purchase plans,

etc. 

The investigator must consider the long-range financial plans 
and requirements of payors. One payor may be discharging 
such heavy obligations that he has little disposable income, while 
�mother in the same income bracket may be living more humbly 
and saviiJ:g a large part of his income. The investigator must 
use care not to penalize the more frugal payor. The first payor, 
though he may have a much higher net worth, may have no 
no liquid assets, nor divertible income. Again, one payor may 
have an ambitious education plan for his children, while a simi­
larly situated payor has not thought that far ahead. 

The investigator must question and often verify the validity 
of statements of payors concerning obligations and perhaps of 
undisclosed income and assets. Sensing the existence of such 
situations the investigator may negotiate by intuition as much as 
by analysis. He may suggest a figure higher than the bare facts 
justify in the hope of obtaining more information or negotiating 
downward to an "equitable" amount. 

2. State Department of Health

a. Tuberculosis Sanatoria

(1) Organization

The Sanatoria Superintendents report to the State Board 
of Health, "when in session"; at all other times to the Com­
missioner. The sanatoria are relatively independent of the 
central staff functions of the Department. This has caused 
.difficulties and confusion of responsibilities in reimburse­
ment administration. For example, Medicare was in effect 
for some time before Blue Ridge Sanatorium was notifi,ed. 

The reports of the two sanatoria differ in format, so that 
statistical, cost and revenue comparisons are sometimes dif­
ficult or misleading. Neither institution reports reimburse­
ment revenues by source; i.e., Blue Cross, Medicare, personal 
insurance, etc. 

Policies and practices regarding criteria for determining 
reimbursement payments are not coordinated between the 
twc- sanatoria or in the patient's community. 

(2) Reimbursement Procedure

The administration of reimbursement is conducted sep­
arately by each sanat<?rium, without specific instructions

10 



from the Department regarding methods or standards for 
determining reimbursement. 

The basic determination is made at the local level when 
a Department of Health nurse or social worker prepares a 
departmental form relating to the prospective patient's abil­
ity to pay and discuss it with him. The form is reviewed 
several times and :finally by the Superintendent of the sana­
torium. Upon the latter's approval, the patient or a respon­
sible person signs a part of the form which then constitutes 
an "agreement to pay." 

Although this procedure appears to have ample built-in 
-reviews, there is apparently little critical analysis of a pa­
tient's ability· to pay beyond the local interview, at which
time the emphasis is primarily focused on getting the patient
removed from his family or other contacts as quickly as
possible. At the sanatorium the patient's well-being is em­
phasized and freedom from worry over-financial problems
is considered essential.

b. Division of Alcoholic Studies and Rehabilitation

This organization's reimbursement collection problems are
somewhat similar to those of the sanatoria. Hospital charges are
covered to a large extent by Blue Cross or other insurance and
the patients follow much the same admission pattern as regular
h9spital patients. Clinic outpatients are charged $3.00 per visit,
usually paid in cash at the time of the visit.

If a patient does not have hospitalization insurance, the
physician, social worker or secretary of the local clinic analyzes
his ability to pay, prepares a financial statement and consum­
mates a written agreement.

Unlike the sanatoria, the Division employs a Hospital Ac­
counts Collector. The proportion of reimbursements to operating
·costs-about 33%-is much higher than at the sanatoria. Al­
though this reimbursement performance is relatively good, care
is said to be exercised not to press patients pr former patients
unduly.

E. RECOMMENDATIONS

I. BASE HOSPITAL CHARGES ON THE ACTUAL COSTS OF
THE TYPE OF SERVICE PROVIDED

Comment 

This recommendation applies to institutions which 
have more than one specific, clearly defined type of 
service, such as intensive therapy, custodial care or 
medical. At present, all patients in the hospitals  
studied are charge_d the same rate based on the per 
capita cost, regardless of the cost of the particular .type 
of service they receive. 

Amplifying and Supporting Statements 

1. Adoption of this recommendation would increase reim­
bursement revenues by nearly $475,000 annually at the four
major mental hospitals. The increased revenues would be
generated from patients' insurance, most of which applies
for a relatively short period after admission. During this
early· period a patient usually receives much, more costly
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2. 

3. 

4. 

5. 

evaluation and treatment than if he were under long term 
care. See Appendix 7 for estimation of the increased reve-
Iiue; · 
Adoption of this recommendation would not result in any 
individual.being required to increase payments to an extent 
that· would cause undue fin<1I1.cial hardship. Only individ-
uals now paying the full charge-982 out of the 4,514 pa-
tients who pay from private funds-would be affected. The 
charges for about half the 982 payors would be decreased 
and about half would be increased. 

A widespread misunderstanding should be cleared up 
here. Payment amounts are determined solely by ability to 
pay without undue financial hardship-not on the amount 
of the full charge. . . 
The argument has been advanced in opposition to this 
recommendation that no patient, or person legally liable 
for him, regardless of his ability to pay, should be required 
to pay more than the per capita rate of a State mental hos-
pital. The basis of this argument is that a tax-supported 
institution should maintain low rates in relation 1o private 
institutions so that any taxpayer using its services would 
benefit financially, regardless of his ability to pay. How-
ever, tax funds are expended only· to provide services for 
those individuals who do not have the financial ability to 
pay. If the services were made free for everyone regardless 
of ability to pay, a substantial addition to the tax load would 
result. Furthermore the present system of charging the 
per capita rate to all patients results in inequities. Patients 
who pay the per capita rate for custodial or chronic serv-
ices are partially subsidizing the patients who receive more 
expensive kinds of service. 
There are well-established precedents for basing charges on 
the cost of the different types of services. The practice is 
followed in nearly all general hospitals, many of which are 
partially tax-supported. Other states which have recently 
adopted the practice for mental institutions have obtained 
substantial economic benefits. ·· 

The accounting and other administrative procedures neces-
sary to implement this recommendation are already in ef-
f ect. In fact, Medicare and Medicaid are now making reim-
bursements on this basis. Implementation could· therefore 
be acc�mplished at little, if any, additional cost. 

II. MAXIMIZE THE LONG"."RANGE ECONOMIC AND SERVICE
BENEFITS OF COST-BASED CHARGES FOR EACH TYPE OF
SERVICE

Amplifying and Supporting Statements

1. As was pointed out in the first recommendation, a policy of
separate charges for each type of service would substan-
tially increase insurance reimbursements during the early
intensive-and expensive-period of a patient's treatment.
Beyond the immediate increase in revenues, the same com-
bination of factors would also reduce the net added cost if
the treatment during this early period were improved. Ap-
pendix 8, An Analysis of the Long-Range Cost Effects of
Charging for the Actual Cost of Services Provided shows
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that, using current costs, the net added cost of improving 
early treatment under the recommended charging policy 
would be reduced 25%. 

2. The same analysis shows that if account is taken of the
probable reduction in the long term patient population re­
sulting from improved early treatment, the net added cost
of such improvement would be more than wiped out over a
10-year period.

3. The importance of establishing a policy of separate charges
for the different types of service will rapidly become greater.
There is a strong and accelerating trend toward greater hospi­
tal insurance coverage both in terms of the number of admis­
sions covered and the extent of the individual benefits .

. 4. By improving the quality-and thus increasing the cost�of 
early intensive treatment at the four major mental hospitals, 
those individuals who have insurance intended to provide such 
improved treatment may utilize it. 

At present only persons who live near the Northern Vir­
ginia Mental Health Institute have this opportunity from a 
State-supported institution. A pe:rson in the southwestern part 
of the State, for example, may have insurance which would 
provide for treatment costing $60 per day, but the only serv­
ice available to him is the low cost type provided at South­
western State Hospital. 

III. ELIMINATE THE LIMITS ON PER CAPITA CHARGES AT 
THE VIRGINIA TREATMENT CENTER FOR CHILDREN 

Comment 

The Center is limited to a maximum charge of $30 
per day for inpatients by Section 37.1-105, Code of Vir­
Virginia. At present the actual per capita costs exceed 
$65 per patient day. The Center is the only State institu­
tion thus limited. 

Amplifying and Supporting Statements 

1. Adoption of this recommendation would increase reimburse­
ment by an estimated $150,000 annually from Blue Cross,
CHAMPUS and commercial insurance companies.

2. Adoption of this recommendation would not result in any
individual being required to increase payment to an extent
that would cause undue financial hardship. In fact, only
twice in five years have in.iividuals been required to pay
the $30 per diem statutory maximum charge. At present
the average payment by relatives is about $3 ,per day and
many patients are treated without charge. (See Section
A.1.b. of this report.) Adoption of this recommendation

3. 
would not change this situation.
A f>rincipal reason for placing the limits in the statute was a
concern that higher rates based on actual costs would arouse
public criticism which might indirectly result in curtailed
appropriations for the necessarily expensive treatment. It is
believed however that if the pertinent facts were known, the
case for high quality psychiatric treatment for children would
be fostered rather than discouraged by charging for the actual
costs.

Maintenance.and o.peration of the Center cost about $707,-
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000 in 1969. With a total of 223 patients treated, the average 
cost per patient was thus approximately $3,200. Reimburse­
ments of about $221,000, of which $201,000 (91 % ) was from 
insurance, reduced the cost to the State to $2,200 per patient. 
By charging the full cost, as recommended, the cost to the 
State would be reduced through insurance payments by an­
other 32% to $1,500 per patient. 

These relationships demonstrate convincingly that it is 
in the State's best interest to charge the actual cost as recom­
mended. A budget· request for an additional Child Treat­
ment Center that was previously denied might have been 
approved had the facts been presented in this manner. De­
ducting the present insurance revenues makes the net cost to 
the General Fund only 68 % of the actual cost. Deducting the 
estimated insurance revenues available under a full charge 
policy would further reduce the net cost to the General Fund 
to only 48 % of the actual cost. 

If a duplicate center were established having the same 
operating costs and output, and at the same time the limita­
tion on charges was removed, the following would apply. 

Present Duplicate 
Center Center Total 

Present Cost of Operations (1969) . $707,000 $707,000 $1,414,000 
· Present Reimbursements . . . . . . . . 221,000 221,000 442,000 

Present Net General Fund Cost .. $486,000 $486,000 $ 972,000 
Estimated Additional Revenue. . . 150,000 150,000 300,000 

Projected Net General Fund Cost. $336,000 $336,000 $ 672,000 

Thus; if the present limitation were removed, the two 
centers could operate for a net General Fund cost of $672,000 
as compared to the present (1969) ·net General Fund cost of 
$486,000. This would he a net General Fund increase of $186,-
000 ($672,000 niinus $486,000). Stated another way, an in­
crease of 39% in net General Fund cost could provide a 100% 
increase in the number of patients treated. 

4. Ano.ther argument for the statutory limitation is that the Cen­
ter has dual functions: 1) treatment of patients, and 2)
teac;t.tlng and training professionals in the various disciplines
associated with the treatment. It is argued that a large part
of the high cost is the result of the teaching and training
functions.

Inasmuch as the present accounting system, does not seg­
regate such costs accurately an analysis of the Center's pay­
roll was made (see Appendix 10.). This shows that only an
estimated 6.32% of total General Fund maintenance and op­
eration l}Xpenditures are for teaching and training functions.
This low cost to the General Fund results from most of these
activities being :financed by Federal or by Medical College of
Virginia funds.

Such a proportion of expenses for continuing staff
training and development is well within the range for most
modern hospitals. It is normally included as an element of
cost that is charged to the patient.

5. The precedent of the limitation on charges at the Center, if
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not eliminated, might be extended to other hospitals. Should

the limit be $30 per day at the Center when individuals are

currently paying $40 per day at Northern Virginia? 

6. A revision to Article 8, Chapter 2, Title 37.1 included in

Recommendation XV would implement this recommendation.

IV. CHARGE FOR ALL MAJOR SERVICES-VIRGINIA TREAT­

MENT CENTER FOR CHILDREN 

Comment 

· Section 37.1-61 of the Code of Virginia limits ad­

missions to children under sixteen years of age. This

has been interpreted to mean that parents and other

relatives may not be charged for counseling, testing and

other services. 

Amplifying and Supporting Statements

1. The counseling and outpatient therapy of parents and other

relatives is a necessary adjunct to the treatment qf patients

and is engaged in extensively. 
2. Substantial reimbursements for these, largely from insurance,

ar� available but not charged becam:ie of the interpretation

·noted above. 
3. Lumping such costs with regular inpatient costs tends to in-

flate the patient per capita costs. 
4� Implementation of this recommendation would result in an

estimated increase in reimbursements of $10,000 annually. 

5. Implementation of this -recommendation would make the

charging practices at the Center consistent with those of the

other mental institutions. The same protection would be ex­

tended against requiring payments that would result in fi­

nancial.hardship to individuals. 
6. A suggested Bill to amend. Section 37.1-61 to allow implemen-

tation of this recommendation appears as Appendix 11. 

V. SECURE ACCREDITATION OF THE VIRGINIA TREATMENT

CENTER FOR CHILDREN-MENTAL HYGIENE AND HOS-

PITALS
Amplifying and Supporting Statements

1. The Center should pursue its efforts to become a member of.

the American Hospital Association and to be accredited by 

the Joint Commission on Accreditation. 

Note: Lack of accreditation results from technicalities
and implies no reflection on the quality of service
or the caliber of the staff. 

2. Lack of membership and accreditation lessens and impairs

reimbursements by insurance.companies and Blue CrossL 

3. The revenue foregone is difficult to estimate, but would prob­

ably amount to $20,000 annually. 

VI. BASE CHARGES ON RECENT COSTS-MENTAL HYGIENE

AND HOSPITALS
Comment 

At present Section 37.1-105 of the Code of Virginia
places responsibility for setting charges on the State
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Hospital Board without stipulation .except that the 
charges shall not Qxceed costs. 

Amplifying and Supporting Statements 
1. This study revealed that.although rates had not been revised

hy the Hospital Board since February 1, 1967, it had decided
at its January 1969 meeting (as it had in January 1968) not
to increase them to meet the rapidly rising costs. The rates
were again considered by the Board at its April 1969 meeting
and were increased effective July 1, 1969, to match the average
.. cost for the period July 1, 1968 to February 28, 1969 (Appen­
dix 5.). The increased annual revenues that resulted from
this action is .estimated at $800,000 and the delay in increasing
the rates caused a comparable loss of revenue in the earlier
period.

2. The Board's delay is understandable, inasmuch as rate in­
creases have sometimes resulted in complaints. It is believed,
however, to be neither appropriate nor necessary to make the
Board responsible for setting rates without furnishing more
specific limits and a more specific indication of legislative

. intent. . · 
,3, A proposal to revise Section 37.1-105 to require the Depart­

ment (rather than the State Hospital Board) to review costs 
at least annually, and to adjust charges accordingly, is in­
cluded in Recommendation XV. 

·vn. ESTABLISH SYSTEMATIC METHODS FOR HANDLING RE­
IMBURSEMENT COMPLAINTS-MENTAL HYGIENE AND 
HOSPITALS· 
Amplifying and Supporting Statements 
1. An easily established systen;i. c�uld reduce all complaints to

:Writing and pern.:dt them to· be classified according to type,
sour�e, repeats, and follow-up action.

2. Analysis of complaints would be valuable in improving com­
munications, revising procedures, evaluating performance,
and modifying policies. ·

3. Announcement and explanation of revised charges should be
made well in advance because this appa+e;ntly reduces pro­
tests and complaints. An announcement, including an expla­
nation, of the most recent increases which were effective July
1, 1969 :was made 9n May_ 22, 1969. Although the increases
were the largest ever made, the complaints were minimal
compared to those resulting from revisions in earlier years .

. The favorable response is believed to be the result of payors
being given ample :time to accommodate to the new rates as
well as their being satisfied with the carefully prepared ex­
planation.

4. A sixty-day period. should be provided for making· changes in
the programming of the coinputerized billing procedures, ob­
tain new reimbursement agreements from payors, and prop­
erly accomplish other administrative details.

VIiI. PROVIDE DEFINITE REIMBURSEMENT CRITERIA-MEN­
TAL HYGIENE AND HOSPITALS 

. Amplifyii:,.g and Sµpporl.ing Statements 
1. The Departm�P:t .of. Mental Hygiene and Hospitals has in-
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formal unwritten criteria as to what is acceptable to them for 
a payor's allowable expenses and obligations in various cir­
cumstances. These are not revealed to a payor unless the 
latter makes claims which seem unacceptable. 

2. The Reimbursement Investigator makes ·a personal judgment
as to the payor's financial needs for retirement, children's
education, maintaining a standard of living, and similar fac­
tors. He then makes a second judgment as to the amount the
payor can afford to reimburse the State. If the payor dis­
agrees with this, an amount is negotiated. If -agreement can­
not be reached, or if the payor later defaults on his payment,
he may be brought to court for adjudication of his obligation.
The courts are said to almost always arrive at a charge equal
to that claimed by the Department. The Department employs
experienced legal counsel to represent them in cQurt, while
individual payors may find it too expensive to he represented
by counsel.

3. The import of Investigators' judgments can be awesome. For
example; some young parents with a permanently institu­
tionalized child can look forward to paying the State more
than $2,000 annually for the rest .of their liveS'. Should they
be allowed enough savings to put other children through
college? Should they be allowed an annual vacation? If the
wife works, should her earnings be treated as full income?

Not having formal criteria covering these situations
avoids the unpleasant and difficult task of dealing incisively
with such questions-and there are a great many similar ones
-but the lack of criteria permits wide variations in the de-
termination of payments.

4. No other states were found to have formal detailed criteria
covering the factors mentioned above. Respondents in a sur­
vey indicated the complex variations of circuip.stances were
considered too formidable to permit reducing them to specific
quantitative schedules.

5. A few states have set up schedules of specific amounts based
on income and number of dependents. However; all of these
simply establish maximum payments that may be reduced at
the discretion of the agency. ·· 

6. Although specific quantitative schedules are believed imprac­
tical, the Department should at least state the factors which
are used in its determination of an equitable payment. The
payor should be informed of these on the ·same form em­
ployed to record his financial status. In this way he will he
reminded that he may claim allowances for such expenses
as providing for retirement, the education of his children,
the treatment of other illness in the family and similar factors
hearing on his financial ability .

7. In the event a payor is brought to court for adjudication of
his obligation, the stated factors should be considered by the
court.

8. The factors are likely to he modified from time to time in
light of the Department's experience. Therefore they are not
recommended to be spelled out in the statutes. However, the
statutes should require the Department to develop and em­
ploy such factors and to modify them from time to time as
experience dictates.

9. The statutory revision to accomplish the above is covered in
Recommendation XV.
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IX. STIPULATE CLEARLY WHO IS LEGALLY LIABLE FOR RE­
IMBURSEMENT-MENTAL HYGIENE AND HOSPITALS

Amplifying and Supporting Statements

1. The present statute stipulating the persons responsible for
making reimbursement for the care and treatment of patients
(Section 37.1-105, Code of Virginia) refers simply to "-the
person legally liable for the support of any such person-."
This has consistently been interpreted to mean the persons
stated in Sections 20-61 and 20-88 of the Code of Virginia,
which deal with desertion of wives by husbands, children by
fathers and parents by children in necessitous circumstances.

2. The two sections leave room for interpretation in their appli­
cation to reimbursement responsibility. Furthermore, with
liability determined in statutes dealing with misdemeanors of
·this type, the possibility is introduced that a responsibility
may be implied that is greater than warranted and that court
judgments could be more severe than justified by the cir-
cumstances.

3. Recommendation XV providing for a Jevision of Article 8,
Chapter 2 of Title 37.1 of the Code of Virginia makes the Ar­
ticle self-contained and independent of Sections 20-61 and 20-
88. The revision would raise the age of liable children from
17 years to 20 years, provide that the mother as well as the
father shall be responsible for a child and that either spouse
be responsible for the other whereas at present only the hus-
band is responsible. · · · 

4. Inasmuch as wives and mothers are fully protected against
being required to make reimbursements which would cause
undue hardship, it appears reasonable to make them respon­
sible on the same basis as husbands and fathers. By doing

· this, the practice of a husband assigning his assets and income
to his wife as a means of avoiding payment would be dis­
couraged.

5. This revision should enhance the equity and uniformity of
court judgments where the courts make a determination of
the charges.

X. SIMPLIFY PATIENT BILLING AND CONTRACTING PRO­
CEDURES-MENTAL HYGIENE AND HOSPITALS

Amplifying and Supp9rting Statements

1. The statutes should be revised so that the Department may
discontinue the procedure it now follows of obtaining a signed
agreement prior to billing the responsible party. In some in­
stances under this system payors have agreed to payments for
which they are not liable or which have been excessive in
view of their financial circumstances.·

Instead of this procedure the Department should simply
bill the responsible party in the same manner as many general
hospitals. Attached to or printed on the bill rendered to the
responsible person should be a statement informing the per­
son that if he believes payment of the charges will impose an
undue financial hardship, he may complete a financial state­
ment which will be furnished to him and from which the De­
partment will determine the amount he is required to pay.
On this statement form would be printed the factors or cri-
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teria which the Department considers in determining the 
amount the person can pay without undue :financial hardship. 

2. Inclusion of the factors or criteria on the statement form will
ensure the person liable for the patients' expenses being aware
of the guidelines which are used in evaluating his financial
needs, present and future.

3. Billing in this manner would make it unnecessary for :fiduci-
aries to obtain court approval of contracts. This would elimi­
nate the necessity of the Department having a representative
at such court appearances.

4. A further improvement in equity would be achieved by having
the responsible ):'elatives spelled out in the statute, a copy of
which is furnished to all payors. At present, there can be con­
tracts with nonliable relatives-a condition that results in
confusion and unnecessary correspondence.

5. The statutory modifications to implement this proposal are
included in Recommendation XV.

XI. DETERMINE COSTS AND ESTABLISH CHARGES FOR DIF­
FERENT TYPES OF SERVICE-TB SANATORIA

Amplifying and Supporting Statements

1. At the present time the same per capita cost is charged all
patients. A surgical patient's care would probably cost $50
per day as compared with the average per capita cost of $20.
'Many patients require intensive nursing, bed feeding, and
similar services that probably cost $40 per day. On the other
hand, many ambulatory patients are simply waiting for nega­
tive tests, and their actual cost is much less than the per capita
cost.

2. A spot-check of reimbursement categories of patients in April
1969 (Appendix 4.) showed that of the 442 patients then in
residence, 17 4 had been covered by hospital insurance upon
their admittance but a much less number were currently cov­
ered. This indicates that most of the insurance revenues are
received for patients in the earlier part of their hospital stay.

3. Inasmuch as the more intensive care is usually required soon
after admittance and during the early treatment stages, Blue
Cross, Medicare and insurance contracts could be expected to
cover a greater proportion of these more expensive treatment
periods. Hence charging in relation to the cost of the service
rendered would increase reimbursement revenues.

4. The increased insurance revenues that would result from this
recommendation are estimated to exceed $100,000.

5. Implementation of this recommendation requires the estab­
lishment of a simple cost accounting system at the sanatoria.
This would be inexpensive to accomplish and would provide
other advantages for managerial control.

XII. CENTRALIZE THE REIMBURSEMENT RESPONSIBILITIES
OF THE DEPARTMENT OF HEALTH
Amplifying and Supporting Statements
1. The Division of Alcoholic Studies and Rehabilitation employs

a Hospital Accounts Collector and reimbursement perform­
ance is very good. The TB sanatoria do not employ a similar
person and reimbursement performance is poor in compari­
son.
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2. To provide uniform supervision, consideration should be
given to having the Hospital Accounts Collector report to the
Director of Special Health Services. The latter, being respon­
sible .for both Alcoholic Studies and Rehabilitation and Tu­
berculosis Control, would he in a good position to coordinate
reimbursement as a distinct function. The present Hospital
Accounts Collector could make a trial run at the sanatoria to
determine the amount of improvement such a specialist could
expect to accomplish on·a permanent basis.

3. A central reimbursement function in the Department of
Health would he in a position to:

-work closely .with the Social Service Division of the
Department of Health to expedite discharge of cured
patients and provide for after care.

--arrange for compatible and uniform operating reports 
from the sanatoria. 

-remain in close touch with the State medical program
and take steps to assure maximum reimbursement.

-devote full attention to reimbursement problems.
4. Although increases in reimbursement revenues from insur­

ance would be expected from this recommendation, no pre­
diction of amount is made because of scanty information. D�­
termination of the potential improvement would require
further study within the Department of Health. However, re­
imbursement results respond to vigorous pressing of insur­
ance claims and whether this can be done by present staff
members who have many other responsibilities is doubtful.

XIII. ARRANGE FOR OPERATING REPORTS, BUDGET REQUESTS
AND SIMILAR MANAGEMENT CONTROLS OF INSTITU­
TIONS TO SHOVV NET COST TO THE GENERAL FUND
Amplifying and Supporting Statements

1. If management controls were based on programs set out in
terms of long-range total net costs (i. e., costs less revenues)
and benefits, clearer analyses and more understanding evalua­
tions would be probable. This would encourage more effective
management of the limited resources available to the institu­
tions. For example, budget reviewers would attach greater
importance to the desirability of more intensive early treat­
ment because the total economic benefits would be more evi­
dent.

2. More information should be available on patient flow so that
the effects of various programs could be more easily de­
termined.

3. It is believed the Department of Mental Hygiene and Hospitals
should initiate implementation of this recommendation.
VVhen the problems and advantages have been explored, other
institutions could follow, benefiting from the experience.

XIV. IMPROVE INFORMATION SYSTEMS INVOLVED IN REIM­
BURSEMENT-ALL AGENCIES

Comment 

Agency management has tended to devote little at­
tention to information systems involving reimbursement 
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administration. However, with the much more exten­
sive use of health insurance, together with reimburse­
ment through Federal programs, the volume of reim­
bursement revenues has grown to become an important 
financial responsibility of agency management and 
merits systematic attention. 

Amplifying and Supporting Statements 

1. None of the agencies record or report reimbursements by
soµrce: patients, .relatives, insurance, Medicare, and so on. As
a result it is impossible to accurately measure collection per­
formance or to project future revenues from various sources
and under diff e:cent policies.

2. There are no statistics on the number of paying patients in
. the various categories .
3. · There are almost no written procedures on how the various

reimbursement situations are to be handled. Although the
Department of Mental Hygiene and Hospitals now has a pro­
cedure manual under development, more attention should be
given to new systems and controls.

XV. AMEND ARTICLE 8 OF CHAPTER 2 OF TITLE 37.1 OF THE
CODE OF VIRGINIA
Amplifying and Supporting Statements

1. ·changes in Article 8 are necessary to implement several of the
preceding. recommendations. Since the changes involve re­
wording of several of its sections, the Article is recommended
to be repealed and a new Article reenacted in its place. The
fatter, in the form of Senate Bill No. 456, appears as Appendix
12 of this report.

2. The major changes in the Article are as follows:
a) Section 37.1-119.1 (Corresponds ·to present Section 37.1-

105)
1) Line 29, page 1-The proposed wording states "-per

capita cost of maintenance for the particular type of
service rendered-". Present wording of Section 37.1-
105 refers only to "per capita cost of maintenance".
'This revision enables the implementation of Recom­
mendation I.

2) Lines 30 and 31, page 1-The proposed wording states
"-and shall be determined no less frequently than
annually by the Department of Mental Hygiene and
Hospitals-". Present wording states only that. the
rates shall be fixed by the Board. This revision enables
the implementation of Recommendation VI.

3) The proposed section omits the present limits on the
charges of the Virginia Treatment Center for Children.
This revision enables the implementation of Recom­
mendation ID.

b) Section 37.1-119.4 (Corresponds to present Sections 37.1-
108 and 37.1-109) '
1) The wording of the present sections requires the De­

partment .to "assess or contract" with the person or
persons it finds legally responsible for and financially
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able to pay for the expenses of each patient. This word­
ing has been interpreted to mean that the Department 
much enter into contracts with all payors. The pro­
posed wording states simply that the Department shall 
charge the legally liable person the actual p·er capita 
costs of the type of service rendered. Jf the person 
then claims inability to pay he will furni�h the neces­
sary :financial information to enable the Department to 
determine the amount to be paid. This wording elimi­
nates the need for contracts except in very unusual 
situations and provides other advantages as discussed 
in Recommendation X. 

2) Lines -11 and 12, page 3-The proposed wording re­
quires that when a contract is made with a nonliable
person, the contract "shall stipulate that the person
would not be liable except for the contract".

This requirement has been added to assure that all
payors are either liable or knowingly assume the lia­
bility.

c) Section 37.1.:.119.5 (Corresponds to present Section 37.1-
110)

1) Line 26 et seq., page 3-This paragraph sets out the
persons liable for the expenses of a patient. The pres­
ent Article does not stipulate who is legally liable al­
though it has been construed that Sections 20-61 and
20-88 are applicable. This revision would implement
Recommendation IX.

d) Section 37.1-119.13 This is a new section and would per­
mit the Department to place a lien for unpaid expenses of
care upon the estate of a patient or former patient at his
death. This would preclude the freqm_mt instances under
the present statutes where estates go to nonliable relatives
or other persons who had little concern for the patient.

e) Section 37.1-119.15 (Corresponds to present Section 37.1-
118)

1) Lines 5, 6, 7 and 8, page 6-This paragraph would
require the Department to inform the payor as to the
specific factors col!sidered by the Department in de­
termining the amount to be paid. This provision would
implement Recommendation VIII.

XYI. CONSIDER ORGANIZATION CHANGES TO IMPROVE.REIM­
BURSEMENT COORDINATION AMONG AGENCIES 

Comment 

Analysis of reimbursement policies and procedures 
led this study into the realm of management coordina­
tion among several agencies. Recognizing that the prob­
lems of reimbursement do not constitute a sufficient 
insight into the total management picture to recommend 
a specific interagency reorganization, it nevertheless ap­
pears worthwhile to set out certain observations and 
conclusions. 
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Amplifying and Supporting Statements 

1. Although agencies attempt to coordinate with one another,
particularly in respect to Federal programs, the present
autonomous nature of their organizations, coupled with the
absence of a central coordinating function severely limits
effective cooperation in the same or closely related programs.
The following example illustrates the lack of coordination:

-Vocational Rehabilitation has -an arrangement with
Eastern State Hospital whereby the former has taken
over one building in which patients capable of being
rehabilitated· are treated and trained to take up usef:ul
occupations upon their discharge. This arrangement
has permitted Vocational Rehabilitation to include the
total cost for these patients in programs where Federal
funds contribute 80% of the cost,.provided the patients
do not reimbuse the Department of Mental Hygiene
and Hospitals. About half the patients ·(i.e., about 250)
do reimburse the Department. In these cases the State
pays the difference between the amount reimbursed
and the actual cost in the usual way.

-No· figures are easily obtainable, but if one assumes the
same proportion of reimbursement exists in this group
as in the hospital as a whole, the proportion of reim­
bursement to cost is about 20%. Therefore, assuming
a cost of $8 per patient day, the follo"ring holds:

Present annual cost to State: 
250 patients X ,s per pay X 365 days/year X 80% 

= $584,000 
Annual cost if these patients did not reimburse: 

250 patients X $8 per day X 365 days/year X 20% 
= $146,000 

Annual revenue foregone as a result of these patients 
reimbursing the State: 

$584,000 - $146,000 = $438,000 

-Similar opportunities for increasing revenues in the
Medicaid program, in the vocational rehabilitation of
alcoholics, and in the training of educable retarded
children have been foregone. These opportunities
were passed by not as a deliberate policy but because
responsibility was not definite and the combination of
factors was seldom viewed in one piece.

2. The availability of important Federal funding has been known
for a long time. Apparently the reason no group has worked
out the actual details to qualify for the funding is that no one
organization or position is responsible for overall coordina­
tion. For example:

(1) 

(2) 

The Division of the Budget is not responsible for recom­
mending realignments of organization and policies.
Furthermore, the Division is not expected to make judg­
ments concerning professional services.
The Mental Retardation Council has made plans, but has
not been authorized to come to grips with the managerial
and administrative aspects of coordination.
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(3) All groups, including the agencies involved, appear. to
have reservations in taking the initiative toward resolvmg
interrelated administrative problems.

3. Key individuals at the· administrative level believe reorgani­
zation toward a consolidated agency would provide for greater
effectiveness and economy.

4. The review included in this study revealed no fundamental
impediments to the realignments of responsibilities and sys­

. terns necessary to the operation of a consolidated reimburse­
ment agency.

5. Officials of the Department of Mental Hygiene and Hospitals
are of the opinion that the reimbursement activities of the
Department would be better handled by another agency-one
basically concerned with revenue.

XVII. CONSIDER LIMITING THE TOTAL REIMBURSEMENT FROM
ANY ONE INDIVIDUAL

Amplifying and Supporting Statements

1. The success of the overall reimbursement program is lessened
·by tensions and resentments resulting from heavy long term
financial demands that are imposed on certain categories of
payors. Understandable complaints from such quarters tend
to inhibit the orderly revision of policies bearing on reim­
bursement. They tend to polarize the views of those who be­
lieve all services should be free, as opposed to those who be­
lieve all individuals except indigents should reimburse.

2. Placing a limit on the length of time, or the total amount for
which a relative is to be held responsible, would ameliorate
many family situations, reduce tensions, and limit the in­
equities of a system that will always be unayoidably inequita­
ble in some aspects of its application or from some viewpoints.

3. The most insistent complaints and some of the most cogent
arguments for arbitrary limits come from the parents of re­
tarded children. These people pay taxes that support a school
system for normal children. The school system provides
transportation, recreation, social and cultural activities. For
physically, mentally and emotionally handicapped children
who do not require institutional care, the system provides
specialized services without charge. Should the parents of
such children pay nothing when the parents of children who
are slightly more handicapped are required to pay the full
cost?

4. If such a comparison is valid, then should the parents of a
mentally ill (as distinguished from a retarded) child he re­
quired to pay the full cost? Should children be required to
pay for parents over a span of years?

5. Equity would appear best served if limits were established
strictly on the duration of the reimbursement period rather
than the nature of the disability or the relationship of the
payor to the patient. An additional factor is that if arbitrary
limits were placed on reimbursement payments from the
time the patient was admitted considerable insurance reim­
bursement would be foregone.

6. Inasmuch as time limits would have a significant effect on re­
imbursement revenues, it is believed the Department of Men-
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tal Hygiene and Hospitals should prepare estimates of fore­

gone revenues that would result froI;D. sevel"11 alternative

policies, for example:

1) Di�continue reimbursement after. 5 years

2) Discontinue reimbursement after 10 years

3) Discontinue reimbursement after 15 years

4) Discontinue reimbursement after 20 years

5) Reduce reimbursement.by 50% after five years and dis-

continue after 10, 15, or 20 years

6) Reduce reimbursement by 50% after 10 years and discon-

tinue after 15 or 20 years.

When the revenues that would be lost by these alternative

policies have been determined a sounder· judgment may be

made as to which is the more acceptable. 

7. Implementation of this recommendation would require a re­

vision of the present Section 37.1-105, Code of Virginia. 
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Rastern Western 
Fis ca 1 State State 

Yea.r 
Hospital Hospital 

1949 16 mos. I 

1950 

1955 

1900 $ 480, 294 s 523, 064 

1961 586,678 660, 162 

I.'-' !9R2 719,593 788,719 
::)') 

\963 R74.33R 920,727 

1964 935,725 935,784 

196 5 1,045,971 l, 025, 7 37 

1966 1, 114, 934 1,084,414 

19ti7 1,192,272 1·, 134,791 

1968 1,261,206 1,428,072 

1969 l, 504,956 [,583,932 

DEPARTMENT OF MENTAL HYGIENE AND HOSPITALS 

COLLECTIONS BY HOSPITALS 

Lyncbllurg Northern 
Southwestern Con tral Petersburg Training 

Virginia 
Treatment Piedmont Virginia 

$ 

State State Training School Center State Mental 
Hospital Hospital School and for Hospital Health 

Hospital Children Instftu�e 

180,436 $ 267,391 $ 7,466 s 402, 583 

200,750 327,678 9,649 502,369 

231,505 396,963 15, 104 584,865 $ 426 

257, 537 465,960 10,533 6R2, 511 16, 70R 

265,596 545,260 16,807 740,690 H,752 

306,743 600,018 16,081" 796, 247 80,049 

369,003 656,958 21, 599 863,328 48,718 

399, 9'8 708,448 19,029 !IH,775 46,704 

511,866 993,082 35, 276 1, _092,.259 155,402 $ 75,322 $ 19, 560 

675,959 1,255,497 36,454 1,215,304 221,413 411,169 200,697 

1 Ad'justed for refunds 

TOTAL �OSTS OF OPERATION COMPARED TO TOTAL COLLECTIONS 

MENTAL HOSPITALS - FISCAL ?BARS 19f0 tbroueb 1969 

App&11diz l 

}!ercen.t 
!let 

Total Collection ot 

Coltec tionsl Cost Collections 
ISi 

S· 86,467 s 12, 257 u.a

309,�87 19,617 6,3 

�44, 992 55,100 6,6 

1,7U,270 119,260 6,2 

2,189,257 �01., 478 (,6 

2,610,388 111,940 ,.a 

3,075,547 126,082 ,.1 

3, 31', 451 139,281 4,2 

a, 869,499 148,,254 4,0 

3,919,986 169,487 "1 

4, 211, 90& 220,96� 5,2 

5,283, 17& 301,63& �.8 

8,723,890 368,696 6.3 

lnn,uul,T ? 



Fiscal 
Year 

Total-Costsl 

1960 co{lections2 

Percent 

Total Costs1 

196 5 Collectiona2 

percent 

Total Cos ts 1 
1966 Coltec tions2 

� Percent 

Total Costs1 

1967 Collections2 

Percent 

Total costs1 

1968 Collections2 

Percent 

Total Costs1 

1969 Collections2 

Percent 

TOTAL .COSTS OF "OPERATION COMPARED TO TOTAL COLLECTIONS 

MENTAL HOSPITALS - FISCAL YEARS 19G_O through 1969 

Lynchburg Virginia 
Eastern Western Southwestern Central Petersburg Training '.l'.rpatment· Piedmont 

Stat11 State State State TraininJ School Center State 
Hosp;tal Hospital Hospital Hospital School 11.nd for Hospital 

Hospital Children 

$3,082,863 $3,414,341 $ 2,020,855 $5,313,292 $ 313, 937 $3, 420, 938 
480, 294 523,064 180, 436 267, 391 '7,166 402(583 

15. 6 15, 3 8, 9 5, 0 2.4 11. 8 

$4,171.639 $4, 67.5, 77 4 $ 2,570,457 $7,235,456 $ 644,757 U,!i24, OH $ 499, 110 
1, 045, 97.1 1, 025, 737 306,743 600,018 16,081 796, 2'7 80,050 

25, 1 2i. 0 11. 9 8 •. 3 2. 5 16, 2 16, 0 

s·4, uo, 372 S5, 357
1 

436 $ 2,797,737 $7,669,417 $ 698,467 $5,393,692 $ 539,353 
1,114,934 1,084,414 369,003 656,958 21,599 863,328 43,718 

25,2 28',2 13, 2 8, 6 3, l 16, 0 R, 1 

$5,129,909 $6,064,653 $ ,3,094.233 SB, 365,896 $ 776,456 $6,.511, 127 $ 572, 679 
1,192,272 1,134,791 399,948 708,448 19,029 944;775 46,70( 

21, 8 18, 7 12, 9 8. 5 2. ( 14,5 8, l 

$5,486,903 $6,736,930 $ 3, 385! 798 $8,982,742 $ 852,043' $7,188,715 $ 715,2�8 $1,381,673 
1. 261,206 1,428,072 511,866 993,082 35,275 1,092,259 155,403 7 5, 322 

23,0 22. 1 1.5. 1 11, 0 4. 1 14,0' 21, 7 5, 6 

$6,197,914 $7,122.212 $- 3 ,"747, 946 $9,795,922 $ 927,869 $8, 004, 299 $ 7(!7, 398 $1,401,376 
1,504,956 l, 583,932 675,959 1,255,497 36, ·45� 1,215,304 221,413 4il,159 

24.3 22 .2 18.0 12,8 3.9 15:2 :u.2 29,4 

1 From reports of Mental Hygiene and Hospitals 

2· From Exhibit I, Individual hospital-amounts are iross, Total is adjusted for refunds. 

Append�x 2 

Northern 
Virginia 

Mental Total 
Health 

Institute 

$17,566, 226· 

1,777.270 
10.1 

$24, 7�1, 237 
3,669, 499 

H,8 

$26,886,474 
3,919,965 

14,5 

$30,514,953 

4,211,905 
13,8 

s 384, 329 $35,114,350 

19,560 5,233,178 
5. 1 14. 9 

$ 692,�30 $38;&97, 426 
200,697 6,723,890 

29.0 17.4 



OPERATING COSTS AND REIMBURSEMENTS 

TUBERCULOSIS ll.ANATORIA 
!Fiscal Years- 1964-19681 .Appendix 3 

Topic Ins ti tut ion 196' 1965 1966 1961 1968 

Blue ltid(l'e Sl, 239,429 · Sl, 289, 614 $1,381, ·016 s1, o20, 585 • :s1, 1so, 121 
�.ost of Maintenance and Operation 

Catawba. 986,532 1, Q29, 988 1,050, 127 1,101, ,ao· 1,189,609 

Tota.l $2,225, 9_Gl S2, 31!i, 602 $2,431,143 $2,628,015 $2;920, 336 

jleimbursement from Patients lilue Ridge $ 168,427 $ 165,020 $ 210,886 s 277.,383 $ 318, 754 
• and Third Parties* Catawba 46,510 !i6,982 60,J)76 54,205 187, 4!J9 

Total s 214,1187 $ 222,002 $ 270,962 1 a.ai; 588 $, 506,253 

Blue Ridge 13. 5 12,8 16. l! 18,2 18, 4 

i.t,rcen t '0
°

t cost 'Reimbursed Catawba 4.T 4.4 5.7 4,9· 15.8 

Combined 9.7 9.6 11.1 12,6 17 .3 

Blue Ridge $13. 27 $16, 78 $16. 67 $18, 96 $18. 39 

Cost Per Patient Dar Catawba. 16,07 16.07 18.58 22.�o 21.89 

Combine4 14.39 15,94 17 ,35 20.34 19,69 

Blue Ridge SI.BO $2,03 $2,56 $3,46 $3.39 

Reimbursement Per Patient-Day Catawba. .76 , R9 1..05' 1.11 3 .4 6 

Combined 1.39 1,58 1.93 2.57 a.n 

Blue Ridge 98,417 81,JU 82,850 80, 219 94,108 

Naa,ber of Pa.tint-Days Catawba. 61,320 6',2'0 57,805 48,998 54,199 
• Combined 154,737 145,481 140, 155 129, ZI� 148,307 

Blue ltid«e 255 218 227 220 257 

!Terare N1111ber Patieats Catawba 168 1,76 157 13' 148 

Combined 423 399 384 854 405 

Cl Adjusted for refunds. 
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ANALYSIS OF REIMBURSEMENl� 
TUBERCULOSIS SANATORIA 

!April 3, 1969J. A�pendix 4 

Blue Ridge 
Blne Ridge Catawba Catawba. 

Combined 

REIMBURSEMENT CATEGORY WHEN ADMITTED Patients ,; Patients ' Patients ' 

Free 166 &R · 104 60 J!GO 59 

Medicare I Social Security Title XVIII i 75 28 41 24 116 26 

Blue-Cross 13 6 11 6 24 5 

Other Insurance 20 7 14 8 34 7 

Patient or relative pa:rment: 

ss.oo per day 0 

$2.00 per day. 0 

$1. 60. per day 0 

Sl .00 per day 2 2 3 2 5 R 2 (,'") 

Total 26R 100 174 100 442 993 

REIMBURSEMENT CATEGORY - CURRENT 

Free 209. 78 1Z2 70 33\ n 

:9 

171 10 
16 Medicare (Social Security Title XVIII) 32 12 72 16 

2a2 1� 
l1 

Blue-Cross 6 2 2 10 '2 
Other IHurance i7 6 ' 2 21 08 

99 
Patient or relo.tiTe 'P&Jl!1ent: 

$6. 00 per day· 0 
107 

S2.00 per day 0 0 0 

Ui7 Sl. 60 per day 0 1 

148 
St.do per day 2 2 .L 2 6 8 

405 Total 268 100 114 993 442 98:r 

1 Both A and B part.II of Medicare . • B p¢ (About 80c per aay) •·Error due to rounding 
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COMPARAT I V E C O S T S ' A  N D C H A R G E S 

MENTAL INSTITUTIONS Appendix 

Averare Daily Daily Da..ily Cost Per Patient for· Various Types ot Service (Quarter En.dial' March 31, 18891 

Xnatitutioll 

Bas tern State Hosp"i ul 

Western, Stat� Hospital· 

Southvestera S.ta.t:e Hospital 

Cezrtral.Sta.te Hospital 

Petersburg Training School 

tynchburr Training lli:hool and Hosp! ,al 

Viqiaia Treatment Center. for Children. 

Northern Vireiaia. }Jental.HeaUh Institute 

Pledmon\ St&\e,HospUa� 

Per capita Chlrge Per Capita D&ily Increase in Dally Charrie Daily Cost 2. 1 61 Cost: Charre 
·7 1·66 7 1 68 Startinf Intensive Criminal Children's Geriatric 

to to to 7 1 69 Arnoun.t Percent Treatment Service Service Service 
1 1 67 6 30 69 2 28 69 

S 5,17 ·s s.11 S 7.05 $ 7,05 S I.RB au S R,R5 $ - S20 ,80 $ 7 ,2R 

6,83 5,33 7.11 7,11 1. 7R an 9,62 7 ,69 

5.11 5.11 6,28 6,28 1,11 211 11.1' 12, 07 6,21 

4,83 (.83 6,31 6.31 1,48 31S 12,63 19.29 8.01 6,93 

6,30 6,30 9,0( 9,0( 2.1' (3$ 

(,66 (,66 6,H 6,5( I.BR (01 R.64* 1.es'' 9,62* 

30.09 69,16 30,00 ,:,,:, 
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ESTIMATED ANALYSIS OF REIMBURSEMEN'rS-BY SOURCE AND INSTITUTION 
DEPARTMENT OF MENTAL HYGIENE AND HOSPITALS Ap11cndix G 
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Appendix 7 

ANALYSIS OF THE INCREASES IN INSURANCE REIMBURSEMENTS 
WHICH WOULD RESULT FROM A POLICY OF CHARGING FOR THE 

ACTUAL COST OF THE SERVICE PROVIDED 

SUMMARY 

Using the best available data on insurance coverage of patients at the 
four major Virginia State mental hospitals, this analysis shows that, ac­
cepting certain reasonable assumptions, the reimbursements from .insur­
ance would increase nearly $475,000 per year if charges were based on the 
cost of the type of service provided. 

1. Reimbursements from insurance sources (except Medicare) account
for the following proportions of total reimbursements in the four major
mental hospitals-Eastern State, Western State, Southwestern State and
Central State (see Appendix 6):

Proportion Proportion 
Type No. of of Tot<J,l of 

of Patients Hospital Annual Total Annual 
Insurance Census Reimbursements Reimbursements 

% % 

Blue Cross ..... 116 1.1 $226,251 3.8 
CHAMPUS ...... 50 .5 104,775 1.8 
Other Insurance 144 1.3 272,371 4.6 

Total. .... 310 2.9 $603,397 10.2 

2; Although, as indicated above, only 2.9% of the patients are covered by 
insurance at any one time, the insurance is almost entirely applicable . 
to newly admitted patients. A spot analysis by the Department in .April 
1969 showed the following proportions of admissions covered by insur­
ance: 

a b C 

Proportion of Number of Annual Number of 
Admissions Admissions Admissions and 
Covered by and Readmissions 

Hospital Insurance Readmissions Covered by 
(Does Not In- Year Ended. Insurance 

elude Medicare) June 30, 1969 (a X b) 

% 
2,0.19 Eastern State .......... 33 666 

Western State .......... 34 1,778 605 
Southwestern State ..... 19 1,199 228 
Central State .......... 17 2,601 442 

Total ....... 25.5 7,597 1,941 

3. Knowing the estimated average number of patients and the admissions
covered by insurance from 1. and 2. above, the estimated average num­
ber of days covered by insurance may be determined from the follow:­
ing formula:
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Let. 
A = Number of admissions annually covered by insurance per

covered patient. 

Rp = Average daily reimbursement from insurance per covered
patient. 

Ra = Total annual reimbursement from insurance. 

T = Average number of days an insured patient is covered. 

then·, 

T Ra 
AX Rp 

now, 

Ra = $603,397 (from 1. above)
A = 1941 (from 1. above) 
Rp = $5.33( $603,397 )310 X 365 days 

therefore, 
T $603,397 

1941 X $5.33 
= 58.3 days (round to 58 days). 

4. Taking the annual number of admissions covered by insurance ( calcu­
lated in 2. above),and extending them by 58 average insured days (de­
termined in 3. above) we have: 

Annual 
Hospital Number of Admissions 

Covered by Insurance 

Eastern State. . . . . . . . . . . . . . 666 
Western State. . . . . . . . . . . . . . 605 
Southwestern State. . . . . . . . . 228 
Central State. . . . . . . . . . . . . . 442 

Total ............ . 1,941 

Annual Patient-Days 
Covered by Insurance 
(Admissions Times 58) 

38,628 
35,090 
l&,224 
25,636 

112,578 

5. Most of the intensive therapy service is administered to newly admitted.
patients and would be reimbursed at its higher cost were it not for the
present policy of charging all patients the average hospital per capita
cost. The following calculation determines the reimbursement that is
thus foregone by multiplying the number of insured patient-days by
the dift'erence between the cost of intensive therapy and the per capita
cost. 
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a b C d 

Present 
Intensive Per Added 

Annual Therapy Capita Cost for Foregone 
Hospital Insured Cost Per Cost Per Intensive Annual 

Patient Patient Patient Therapy Reimburse-
Days (1) Day (2) Day (3) (b minus c) ment 

(ax d) 

Eastern State 38,628 $ 9.59 $7.05 $2.54 $ 98,115 
Western State 35,090 9.72 7.11 2.61 91,585 
Southwestern 

State 13,224 18.53 6.28 12.25 161,994 
Central State 25,636 15.85 6.31 9.54. 244,567 

Total (Avg.) 112,578 $5.30 $596,2{:H 

(1) From 4. above

(2) For quarter ended December 31, 1969

(3) From Appendix 5

6. Inasmuch as insurance contracts frequently cover less than the full
charge, the estimated foregone revenue shown above is reduced by 20 %
to give:

$596,261 X .8 = $477,008 (round to $475,000) 



Appendix 8 

ANALYSIS OF THE LONG-RANGE COST EFFECTS OF CHARGING 
FOR THE ACTUAL COST OF SERVICES PROVIDED 

SUMMARY 

. The analysis in Appendix 7 indicates that establishing a policy of bas­
ing mental hospital charges on the actual cost of each particular service 
would increase current reimbursements from insurance by about $475,000 
per year. In addition, however, such a policy should encourage the future· 
improyement of the more important services such as intensive therapy be­
cause· these, tending to he reimbursed to a greater extent by insurance, 
could then he improved with less proportionate drain on the General Fund 
than under the present policy of charging at hospital per capita rates. 

This analysis presents an example showing that "ploughing back" the 
increased payments could probably achieve a 50% improvement in the 
quality of intensive therapy at no additional cost to the General Fund or to 
individuals. The improvement would h� partially accomplished by taking 
advantage of the increased insurance reimbursements mentioned above. 
In addition, however, there would he a substantial long-range cumulative 
saving from the reduced number of long-term patients brought abotit by 
the improved therapy. 

1. If the quality of intensive therapy were increased it is reasonable to
assume that the cost would increase proportionately for that part of
the service beyond the basic custodial service. For a 50% improvement
in intensive therapy, the added costs per patient day would be there-
fore:

a b .c d 

Present Present Present Further Added 
Cost of Cost of Added Cost of Cost to Improve 

Hospital Intensive Custodial Intensive Intensive 
Therapy Service Therapy Therapy by 50% 

(1.) (1) (a-b) (.5 X c) 

Eastern State $ 9.59 $ 5.81 $ 3 .. 78 $ 1.89 
Western State 9.72 6.01 3.71 1.86 

Southwestern 
State 18.53 4.66 13.87 ,6.93 

Central State 15.85 4.75 lLlO 5.55 

(1) Average for the q11arter ended December 31, 1969

2. The added annual cost of a 50%improveinent in intensive therapy
would be:

C d (from above) f 

Annual Intensive Added Cost Added Annual 
Hospital Therapy Per Cost 

Patient Days (1) Patient Day (e X d) 

Eastern State ........ 206,628 $ 1.89 $ 390,52i 
Western State ........ 230,588 1.86 428,8tl-l 
Southwestern State ... · 2!) ,340 6.93 203,326 
Central State ........ 77,432 5.55 429,748 

Total ......... 543,988 $ 2.67 $1,452,495 
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(1) Based on quarter erided December 31, 1969

3. The added annual reimbursement from insurance would be:

Annual 

Hospital Insured 
Patients Days. (1) 

Eastern State. . . . . . 38,628 

r West0m State...... 35,090 

Southwesrern State. 13,224 
Central State . . . . . . 25, 636 

(1) From Section 4, Appendix 7

(2) From 1. d on preceding page

Added Cost 
Per Patient· Day 

For50o/,, Improvement (2) 

$1.89 
1.86 

6.93 
5.55 

The net cost to the General Fund would then be

$1,452,495 

Less: 372,196 

$1,080,299 
(25.6%) 

Added 
A.nnual

Reimbursement 

$ 73,007 
65,267 
91,642 

142,280 

$372.19() 

4. An analysis of the ages of patients at admission for November �:i:id De­
cember 1969 showed that 12.5% of new admissions and readmissions
were age 65 or over. In the absence of more specific information, it
seems safe to assume that half these admissions, or 6.2%, would be
covered by Medicare or Medicaid. Since both these plans pay the full
cost, we can assume a further reduction in cost to the General Ft;ind of

$1,452,495 X .062 = $90,055

and the net cost would then be

$1,080,299 
Less: 90,055 

$ 990,244 

5 .. Referring to Appendix 9 Hospital Population and Patient Flow, it can

be seen that by far the largest part of the mental hospital population is

made up of long-term patients. Patients who have been resident for less

than one year compose only about 20% of the total. Of the approxi­

mately 8,800 persons entering the hospital system in an average year,

about 1,600 are estimated to remain.longer than one year. The .median

stay of the latter is about ten years. 
Improving the intensive therapy service to the newer patients

should reduce the flow of patients into the long-term population. If a

quality improvement of 50% reduced the flow of patients from 1,600 

to 1,500 per year (a 6 .25% reduction), there would be a cumulative

reduction in the long-term population and in the- cost of its care and

treatment. Assuming the median of such patients to be 10 years and

the cost of care and maintenance to be $6.00 per day, the cost saving

for a ten-year period.would be:
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Year 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

Years 
Effective 

9.5 
8.5 
7.5 
6.5 
5.5 
4.5 
3.5 
2.5 
1.5 
.5 

Patient 
Reduction 

100 
100 
100 
100 
100 
100 
100 
100 
100 
100 

10-Ye�r·Cost Redu<;tion

9.5 X 100 X $6 X 365 = $2,080,500 
8.5 X 100 X $6 X 365 = 1,861,500 
7.5 X 100 X $6 X 365 = 1,642,500 
6.5 X 100 X $6 X 365 = 1,423,500 
5.5 X 100 X $6 X 365 = 1,204,500 
4.5 X 100 X $6 X 365 = 985,500 
3.5 X 100 X $6 X 365 = 766,500 
2.5 X 100 X $6 X 365 = 547,500 
1.5 X 100 X $6 X 365 = 328,500 
.5 X 100 X $6 X 365 = 109,500 

Total ............................................. $10, 950 ;000 

During the same 10-year period, the net additional annual General 
Fund expenditures would have been $990,244 (from 4. above), or for 
the 10-year period a total of $9,902,440. :Thus, predicated on only a 6.5% 
reduction in the flow of short-term to long-term patients, the 10-year 
additional expenditures would be nearly $1 million less than the 10-year 
cost saving of $10,950,000 . 
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Appendix 10 

ANALYSIS OF ACTUAL COST OF PATIENT TREATMENT AT THE 
VIRGINIA TREATMENT CENTER FOR CHILDREN 

SUMMARY 

This analysis determines the proportion of total expenditures the Cen­
ter directs specifically to the·welfare of the patient. The analysis indicates 
that about 92% is spent directly on patient treatment (including adminis­
trative overhead) and 2% on patient instruction, making a total of 94% 
devoted to the patient. The remaining 6% is spent ,for in-service instruc­
tion-an activity necessary for a continuing staff of suitably skilled and 
trained people. 

1. The basic analysis (next page) consists of distributing the Center's
payroll over the four functions:

1) Patient instruction
2) Patient treatment
3) In-service instruction
4) General administration

General administration is subsequently distributed over the other
three functions proportionately. 

2. Expenses other than salaries-$113,000 per year (1968-1969)-are
ignored because they would logically be distributed about the same as
the salaries and thus would not affect the final distribution percentages.

3. Since in-service training and psychiatric field work are funded by Fed­
eral grants their expenses are not included. Patient instruction is per­
formed by teachers of the Richmond public schools at no cost to the
State and so their salaries are not included in the analysis.

4. The proportion of State funds expended for in-service instruction (6%)
is well within the range of such costs normally included .in hospital
charges.
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ESTIMATED DlSTRIBUTION OF EXPENSES BY MAJOR FUNCTIONS 

VIRGINIA TRBATHBHT CBHTBR FOR CHILDRBN 
Appendix 10 

Pare ! 

Diatribu.t·ioa of Sal&ries 

Rel!"lar Starr Positions 
Dirac tor 
Other .ldmlaist.rati'Ye Pe-r!loaa.el 
Bai ldh.rs, Grounds aad Houseteepiar 
Director ot Bdacatioa. 
'Food· Service Dietician lffaU-timaJ 
Bi.laoCe of Food Service Person.el 
Resideat Pbysicia.a in· Child PsycUatrJ 
Volunteer Senices Supervisor IRaU-timf!l 
Medical. Records Clerks CSI 
Sta.U PbJsiciaa 14.} 
Superiatendeat of Harsh.I 
Bala.ace of Narsiar Personnel •19) 
HursiEil Instruct.or 
Ps7cbolo1iats · UI 
Social Workers 181 
R6i:rea.tioa 13) 
Occupatloaa.l Tliera.pista l!J 
Child-Care Tecbnicia1s 1521 
EBG Tecbnician. · CU 

In-Service Training iPaid from HEW rra•tl 
Harsa Instructor 
Head Hane i21 
Clerk-Typist 

Field unit !Paid from HBW rraatl 
Staff. Pbysician1 

Social Wort SuperTisora i:21 
Clert-TJpiat C 
Teachers (21 

Patient Instruction Staff' 
Teachers i& to 8 posi tioa•j 1Salarie• pa.id by Ci tY of RiCllmoedJ 

To�al - All Salarie• oa Pa7rqll il001l 

ledistributioa of Geaeral Admiuiatr&tioa. Salaries 

Fiaal. Salary Diattibatioa - Total UOOSI ' 

A11aua.1 
Salaries 

.. d 
wa,ea 

S .2', 900 
63,712 
58,920 

9, GOO 
,. 58(-

29,174 
,. 6'15 
3,518 

21,960 
'19,600 
13, 7a8 
89, 120 

9, �00 
u;uo 
54,100 
19,320 
2D,U4 

261, 101 
5, 135 

$792. 989 

S 76,859 

S79Z, 989 

D i s t r i b a t .i o n, 

Patiut 
Ins traction 

10 
95 

Amount 

s. 892 
,.uo 

1.89 U5, OU 

S I, 611 

2.10 SIB, BU 

I 

Patient 
Tre&tment 

Amou"at 

25 S 8, 221i 

75 U, 190 

96 4,35' 
100 119,174 

RO 8,740 
100 3, 516 
100 21. 960 

95 75,620 
30 ,. 118 
90 d2, 208 

95 '8, 398 
96 51,870 
90 1'1, 388 
99 18,814 

100 261, IOI 
100 &, 185 

81.71 $865,811 

$ 70, 385 

91. 58 $726, 196 

87 F u a c t i o a

In-Service 
Instruction 

Amount 

2s a, 226 

I 2, 9'6 
s 480 
5 Z30 

20 935 

5 a. 980 
35 ,. 805 
10 s;gu 

100 O, GOO 
5 2,442 
5 2,730 

10 1,932 
10 2, 090· 

r.----,
I 26, ODO 1 -.- - - ..

5.'11 SU,301' 

S ,. 863 

6.32 $50,170 

Gaaeral 
Admi.a. lat ra. ti on. 

Amouat 

&O SU, UO 
100 n,u2 

10 5,892 

35 ,. 805 

9.19 $76,819 

NOTES : The Director and Assistant Director of the Treatment Center estimated the distribution of time shown in percent for each position or 
class. Expenses other than those for personal services amounted to about $113,000 in the year 1968-69. This comprised only 14% of the 
total expenses and appeared to be allocable substantially according to the same distribution as salaries. 
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Appendix 11 

.4. BILL to amend and reenact§ 37.1-61 of the Code of Virginia relating 
to admissions and transfers to the Virginia Treatment Center for 
Children. 

Be it enacted by the General Assembly of Virginia: 

1. That§ 37.1-61 of the Code of Virginia be amended and reenacted as
follows:

§ 37.1-61.-(a) Only mentally ill or emotionally disturbed children
under sixteen years of age shall be admitted or transferred to a treat-

�ment center• as patients. Children under sixteen years of age may be 
treated as outpatients if they are former patients or if they are being 
evaluated as potential patients. Parents, other relatives and guardians 
of patients or outpatients may be counselled or evaluated when this is 
deemed advisable by the director. 

(b) Voluntary admissions may be made, in the discretion of the
director, upon application signed by the parent or parents or legal guar-
dian of the child. 

{c) Transfers to the centers may be made as provided in § 37.1-48 
with respect to transfers between other institutions under control of the 
Board. Upon application made by any State department, institution or 
agency having custody of any child who is mentally ill or emotionally 
disturbed, such child may, with the approval of the Commissioner, be 
admitted for study, care and treatment at the center. 

NOTE: The suggested amendment consists of the addition of the itali­
cized portion .. The remainder is not changed. 
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Appendix. 12 

SENATE BILL NO. 456 
Offered February 16, 1970 

A BILL to repeal Artiicle 8 of Chapter 2 of Title· 37.1 of the Code of 
Virginia, which article contains §§ 37.1-105 through 37.1-119, relating 
to expenses of care, treatment and maintenarwe of patients in State 
h_ospitals; and to amend the Code of Virginia by adding in ChaJ?ier 
2 of Title 37.1 thereof an article numbered 8.1. containi.ng sectzons 
numbered 37.1-119.1 through 37.1-119.1.6, relating to the same matters. 

�atron-Mr. Bird, D. W. 

Referred to the Committee on Finance 

Be it enacted by the General Assembly of Virginia: 

1. Article 8 of Chapter 2 of Title 37.1 of the Code of Virginia, which
article contains §§ 37.1-105 through 37.1-119, is repealed.

2. That the Code of Virginia be amended by adding in Chapter 2 of
Title 37.1 thereof an article numbered 8.1 containing sections numhered
37.1-119.1 through 37.1-119.16, as follows:

Article 8.1 

Expenses of Care, Treatment and Maintenance 

§ 37.1-119.1.-Any person who has been or who may be admitted to
any State hospital, or any person who is the subject of counselling or who 
receives treatment from the staff of any State hospital, who for the pur­
poses of this Article shall be deemed to be a patient, or the estate of any 
such person or the person or persons legally liable for the support of any 
such person, shall be liable for the expenses of his care, treatment and 
maintenance in such hospital. Such expenses shall not exceed the actual 
per capita cost of maintenance for the particular type of service rendered 
and shall be determined no less frequently than annually by the Depart­
ment of Mental Hygiene and Hospitals, in accordance with standard 
accounting.practices, but recovery of such charges shall not be penuitted 
for amounts more than five years past due. A certificate of the Director 
or Assistant Director of Reimbursement of the Department shall be proof 
for all purposes of the actual per capita cost of maintenance for the 
particular type of service rendered. 

§ 37.1-119.2.-All funds collected by the Department pursuant to this
article shall be paid into the general fund of the State treasury. 

§ 37.1-119.3.-Nothing in this title shall be construed to forbid any
hospital to charge for the removal, care and maintenance of any non­
resident mentaUy ill, inebriate or mentally deficient who has been ad­
mitted to such hospital, and whose fiduciary or any person on his behalf 
has contracted with such hospital for the care and maintenance of such 
person, nor shall it be construed to permit the admission or retention of 
any nonresident to the exclusion of a resident of the Commonwealth. 

§ 37.1-119.4.-The Department shall charge the patient, the estate
of the patient, the guardian, trustee, committee, or the person or persons 
legally liable the actual per capita cost of the type of service rendered. 
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Upon receipt of a written statement asserting financial in�ility to· pay 
the actual per capita cost signed by the patient, the guardian, trustee, 
committee or the person or persons legally liable for his support a?-d 
maintenance, the Department shall investigate and ascertain the financial 
ability of the patient, the estate of the patient, the guardian, trustee, 
committee or of the person or persons legally liable therefor to pay the 
expenses of the care, treatment and maintenance, however, such investi­
gation shall not necessarily be made unless expressly requested by the 
person or persons so charged. 

After such investigation and in arriving at the amount to be paid, 
the Department shall have the due regard for the financial condition and 
estate of the patient, his present and future needs and the present and 
future needs of his lawful dependents and the Department shall have due 
regard for the financial condition of the person or persons legally liable 

· for such support, their present and future needs and the present and
future needs of their lawful dependents and the Department may assess
a sum for such maintenance less than the actual per capita cost thereof.
The estate of such patient during his life other than income shall not be
depleted below the sum of Two Thousand Five Hundred Dollars for the
purpose of reimbursement of expenses of care, treatment and mainte­
nance, but may be depleted for the personal requirements and comfort of
the patient. Nothing contained in this title shall be construed as making
any charge permanently binding upon the Department or prohibiting it
from periodically re-evaluating the actual per capita cost of care, treat­
ment and maintenance and the financial condition and estate of any pa­
tient, his present and future needs and the present and future needs of
his fawful dependents, or from periodically re-evaluating the financial
condition of the person or persons legally liable for his support and the
present and future needs of their lawful dependents, and thereby charg­
ing a new amount to be due from the patient, the estate of the patient,
the guardian, trustee, committee or the person or persons liable for his
support and maintenance.

Nothing contained herein shall be construed as prohibiting the De­
partment from entering into agreements with any person who may be
legally liable or who may assume the responsibility of reimbursing the
Department for the cost of care, treatment and maintenance of any
patient. Contracts with nonliable persons shall stipulate that the person
would not be liable except for the contract.

§ 37.1-119.5.-Upon the failure of any patient, the guardian, com­
mittee, trustee or other person legally liable for his expenses, to make
payment of the same and whenever it appears from investigation that
such patient, his parent, guardian, committee, trustee, or other person or
persons legally liable for the support of such person, has sufficient estate,
or there is evidence of ability to pay such expenses, the Department shall
petition any court of record having jurisdiction over the estate of the
mcompetent or for the County or City of which he is a legal resident, or
from which he was admitted to said hospital, or to any Court having
Jurisdiction for the County or City in which the person legally liable for
the support of such patient resides, for an order to compel payment of
such expenses, past and future, by the person liable therefor, and in the
following order:

First, by th� patient or �is estate; and secondly, by the person or
persons legally hable for the support of such patient, such person or per­
s�:ms shall be; the father, mother, husband, wife, or children of the pa­
tient, Jlr��ided the child or children have obtained the age of 20 years.
The hab1hty of such persons and estates shall be a joint and several
liability.
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§ 37.1-119.6.-Notice of any hearing, on the petition of the Depart­
ment for an order to compel payment of such expenses, shall be served 
on the patient, and if there be one, upon his committee, guardian, or 
trustee, or upon the person or persons legally liable for the support of 
the patient, or upon the person or persons against whom the proceedings 
are instituted, at least fifteen days prior to the hearing, and in the man­
ner provided for the service of civil process. 

§ 37.1-119.7.-At such hearing the court shall hear the allegations
and proofs of the parties and shall by order require payment of mainte­
nance or any part thereof by the parties liable therefor, if of sufficient 
ability, having due regard for the financial condition and estate of the 
patient, his present and future needs, and the present and future needs 
of his lawful dependents, if such proceeding is to charge the patient with 
such expenses; and if such proceeding is to charge any other person 
legally liable for such expenses, the court shall have due regard for the 
financial condition and estate of such person, his present and future 
needs, and the present and future needs of his lawful dependents. 

§ 37.1-119.8.-Upon application of any interested party and upon
like notice and procedure, the court may at any time modify such order. 
If the application is made by any party other than the Department, the 
notice shall be served on the Commissioner. 

§ 37.1-119.9.-Any party aggrieved by such order or by the judgment
of the court may appeal therefrom in the manner provided by law. 

§ 37.1-119.10.-Any order or judgment rendered by the court here­
under shall have the same force and effect and shall be enforceable in the 
same manner and form as any judgment. 

� 37.1-119.11.-This article shall not be held or construed to require 
the Department to collect the expenses of the care, treatment, and main­
tenance of any indigent patient from such person, or to collect such 
e�penses from any person legally liable therefor, whl:re i?vestigation 
discloses that such person legally liable for the support 1s without finan­
cial means, or that such payment would work a hardship on such person 
or his family. Neither shall it be the duty or obligation of the Depart­
ment to institute any proceedings provided for in this article to effect 
such collection where investigation discloses that such proceedings 
would be without effect, or would work a hardship on such patient, or 
the person legally liable for his support. 

§ 37.1-119.12.-The estate of any patient, or former patient, dying
shall be liable for the unsatisfied portion of any judgment rendered by a 
court in a proceeding had under this article, and, in addition, shall he 
liable for such cha1�es remaining unpaid, provided, that as to such 
charges remaining unpaid, recovery shall not be permitted for amounts 
more than five years past due. Upon the death of any patient or former 
patient the prohibition of § 37.1-119.4 prohibiting depletion of the pa­
tient's estate for the purpose of reimbursement of expenses below the 
sum of Two Thousand Five Hundred Dollars shall have no further ap­
plication, and such sum may be applied to the charges of the Department 
remaining unpaid or may be applied to the unsatisfied portion of any 
judgment. 

§ 37.1-119.13.-Upon the death of any patient or former patient in
the event amounts remain unpaid for his care, treatment and maintenance 
the Department, having reason to believe that such patient died possessed 
of property, either real or personal, from which reimbursement may be 
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had, shall prepare and acknowledge as deeds are acknowledged, a notice 
showing the name of such patient, the actual per capita. cost of mainte� 
nance due, and shall file the same in the office of the Clerk of the Court in 
which deeds are admitted to record in the County or City in which the 
real or personal property is located, within four months of the date of 
death of the patient. The Clerk of Court shall docket this notice as a 
judgment is docketed, indexing it in the name of the patient and in the 
name of the Department of Mental Hygiene and Hospitals. The filing of 
!3Uch notice shall create a lien against the estate, both real and personal, 
of such patient, prior to all other claims except prior liens, funeral ex7 

penses; other hospital bills, physicians bills, and medical expenses. 

§ 37.1-119.14.-No such claim shall be enforced against any real
estate of the estate of the patient dying, however, while such real estate 
is occupied by the surviving spouse of the patient, or while such real 
estate is occupied by any dependent child or children of the patient. 

§ 37.1-119.15.-The Commissioner may prescribe statement forms
which shall be completed by those persons legally liable under § 37.1-
119.5 for the support of the patient. Such statement shall be signed by 
such person and returned to the Commissioner within thirty days from 
the time such statement was mailed to such person. Should such person 
fail to return such statement to the Commissioner, properly completed, 
within thirty days, the Commissioner shall send another statement by 
registered or certified mail and if the statement properly completed, is 
not then returned within thirty days the person to whom it was sent by 
registered or certified mail shall be assessed five dollars each week or 
part of each week in excess of the thirty-day period that the statement is 
overdue, which sum or sums shall be collected by the Department in the 
same manner as other sums due for the care, treatment and maintenance 
of patients from the persons whose duty it was to complete each state­
ment, and, when collected, such sum or sums shall be paid into the same 
fund which other collections are paid under this article. 

A copy of this section shall be placed in a prominent place, in hold 
face type, upon each statement form. 

In addition those factors considered by the Department of Mental 
Hygiene and Hospitals in determining the amount to be paid by those 
persons who are unable to pay the actual per capita cost shall be set forth 
upon each statement form. 

§ 37.1-119.16.-The bilJs for the support of patients who are placed
at board in families under the provisions of Chapter 3 (§§ 37.1-120, et 
seq.) of this title shall he payable monthly. 

3. This act shall be in force on and after October one, nineteen hundred
seventy.
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