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REPORT OF THE 

VIRGINIA HEALTH SERVICES COST REVIEW COMMISSION 

TO 

THE GOVERNOR AND THE GENERAL ASSEMBLY OF VIRGINIA 

RICHMOND, VIRGINIA 

JANUARY, 1980 

TO: The Honorable John N. Dalton, Governor of Virginia 

and 

The General Assembly of Virginia 

In nineteen hundred seventy-eight, the General Assembly passed 
Senate Bill No. 259 establishing the Virginia Health Services Cost 
Review Commission to aid in cost containment of health services to 
consumers in the Connnonwealth. 

By this legislation, health care institutions are required to 
file certain data with the Connnission for analysis to determine if 
the charges and co�ts of each institution are reasonable. 

The Commission may connnent publicly on its findings, but has no 
regulatory authority over the institutions. 

In 1979, The General Assembly passed S.B. 773, an amendment to 
S.B. 259,to include Virginia Commonwealth University and University of 
Virginia Hospitals in the institutions subject to this bill. 

The enabling legislation, Title 9, Chapter 26, Code of Virginia, 
and the amendment are attached at the conclusion of this report, 
(Appendix 1 ). 

The Connnission established a plan of action and a budget for the 
calendar year 1979. 

The first step was to bring the approximately 65 hospitals in the 
existing voluntary program into the "mandated" Cost Review as set forth 
in this legislation. This was done with a minimum of inconvenience to 
these institutions. Thus, the flow of data was not interrupted, and the 
prior large accumulation of data was available for the future work of 
this Commission. It was for this reason that strenuous efforts were 
made by the Commission to get a program "on line" in the short period 
between November 6, 1978 and January 1, 1979. 

4 



Beginning in January, 1979 , the Commission attempted 'to bring into 
the system the approximately 55 hospitals that had not participated pre
viously in the voluntary rate review program. The commission recognized 
that there would be an adjustment process - - difficult for some of these 

hospitals - - as they had to comply with standardized reporting forms. 
They have to file with the Commission historical data (audits for year 
ending December, 1978), information on anticipated changes in charges, 
and prospective data (budgets) for their forthcoming fiscal year. The 
Program Contractor held workshops around the State for the Commission to 
help these 55 or so institutions to learn the system as quickly as pos
sible. 

The Virginia Health Services Cost Review Commission met as a body 
twelve times since its inception in July 1978. (See Appendix II) 

The first several meetings dealt primarily with getting the Commis
sion organized and functioning, election of Chairman, contracting for 
technical assistance, requirements for Commission staff and offices, ad
ministrative budget and fee collections, hospital reporting requirements 
establishing communications with hospitals, adoption of Rules and Regula 
tions, financial reports,and record keeping. 

Subsequent meetings provided training for Commission members includ 
ing technical process of screening, review of hospital charge schedules 
staff demonstrations of procedures for analysis calculations,and joint 
meeting with the Virginia Hospital Rate Review Board to observe their re 
view process. 

In addition to the training for Commission members, six training 
sessions were held across the state for 273 hospital Administrators, 
Controllers and Budget Directors on the process of reporting their his
torical and budgetary data. (See Appendix VI) 

Matters addressed at later commission meetings included changes to 
the Rate Review Manual (See Appendix IV and V), updating screens, con
identiality and dissemination of information,and establishing goals and 
objectives for the Commission. (See Appendix VII) 

Two public hearings have been held regarding the Commission's Rules 
and Regulations. In January 1980 a third public hearing will be held on 
another addition to the Rules and Regulations dealing with confidentiali 
of information. (See Appendix III) 

In April the Commission started receiving and reviewing historical 
data and rate change requests and other budgetary data. From this time 
through December 31, 1979,the Commission reviewed 196 filings from the 
114 health care institutions mandated to particpate in the program. The 
staff findings and recommendations and related Commission decisions on 
these filings are kept in the Commission's office for public inspection. 
Of the 196 filings, 144 were approved or accepted as filed, 4 required 
additional financial data, 18 were conditionally approved pending year 
end financial report, 1 was disapproved as filed, changes recommended, 
2 were -rescinded and 2 7 are pending review. 

Sampl.esof hospital reviews and a complete Production Report follow. 
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Historical Data Review Summary for the FYE 
12/31/78: 

1. Departmental expenditures did not exceed departmental standards and
allowances.

2. Capital needs were applied at $815,000;* working capital needs at $66,000.**

3. Summary Income and Expense Statement:

Total gross patient revenue
Less: Revenue deductions
Net patient revenue
Oper3ting expenses:

Salaries and employee benefits 
Non-salary, depreciation & interest 
Professional fees 

Total operating expenses 
Net operating incomP. 
Other income 
Total net income 

Capita 1 needs* 
Working capital needs** 

Income in excess of financial needs 1

$6,834,882 
4,122,485 

476,432 

$15,544,712 
2.953,499 

$12,591,2i3 

11,433,849 
$1,157,364 

199,955 
$1,357,319 
$ 815,000 

66,000 
$ 416,319 

lrepresents 2.8% of total financial requirements of $15,068,393 or 
$265,635 above the 1% program limit. 

4. Departmental :ost to charge comparisons were generally in balance.

5. Stati�tical data: Beds/ Patient/ % of 
Bassinets Newborn Da.}'.'.S OccuEanct 

a. Nursing Services:
Medical/Surgical 214 60,450 77 .4 

ICU/CCU 28 7,146 69.9 
Pediatric 36 6,262 47.7 
OB/GYN 27 5,625 57.0 
Psychiatric 25 7,819 85.7 
Nursery 28 5,319 52.0 

Total � 92,621 70":"9' 

b. Other services:
Emergency, operating and delivery rooms, school of nursing, dialysis. 

6. Staff reconmendations:
Disposition of revenues in excess of total financial needs should be 

discussed with institutional representatives who should be requested to 
attend the review of this historical data review. 
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1 nc :-e.:: si::s 

Radiology 
,l.r.�s :hes i a 
EKG 

C''(- 6/"'0/!J C l . " D d f . '°' 
____ __ , t. ___ ., ,.,1, - .... v;; u <i t

""
'1_1J_n_o_; _._ro_::i_,J_s_::: __ ._r_. -_. 2_r"_'_; .. _, _;·_.::_:_� 

::fr��:1 .t2 .;��use l -.!nC Se;:;:0:: . ...,�:-. l, 1S7S 

5.4� increase {avg.) effective Aug. l, 
6.7� increase effective Sept. 1, 1S79 
9.5.� increase 11 

" 
" 

1979 �'"l? ":'")"C 
-.,...; .... , c.;. ..., ...,._ sross 

16,3�2� src� s

3,9l7E sross

Stress Tests 
To cal 

7.4% increase 11 " 11 1 t r �c sro�s _ ,..,Jv_ 

56�5-�/S� ,;r:ss 
S54,JOO� r; c:: [ 

t � � '-::s 

No rate increases were implemented at the beginning of the FY on Cu�y l, :S79. 

�/et income after ca.<es at: June 30, 1978 arr.ounted co 576,257; Capit.::,,l r:E:2C5

exceeded this a�ount, leaving no balance available for return on inve�t�2n: 
cor.1putation. 

Scaff ri::co::-:;;encation: 
Gcsec on cata furnished and 6/30/78 financial scatemen:, the reques:eJ 

increases appear justified. 
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Historical Data Review Summary for the FYE 12/31/78: 

1. Departmental expenditures did not exceed departmental standards and
allowances.*

2. Capital or working capital needs were not applied due to lack of income.*

3. Summary Income and Expense Statement*
Total gross patient revenue 
Less: Revenue deductions 
Net Patient Revenue 
Operating Expenses: 

Salaries and employee benefits 
Non-salary, depreciation & interest 
Professional fees 

Total Operating Expenses 
Net Operating Loss 
Other income 
Total net loss* 

$3,350,371 
2,238,504 

654,598 

$6,963,708 
856,683 

$6,107,025 

6,243,473 
$ (136,448) 

86,420 
$ (50,028) 

*This hospital also operates a nursing home; it appears that cost allocations
for certain services furnished in both the hospital and the nursing home were
not properly allocated between the two entities. For example, laundry, medi
cal records, administration, and some fiscal costs were not allocated to the
nursing home and are all i�cluded in the hospital cost. Future budget and
historical financial data submissions should use third party cost report
allocation procedures for reporting to this Corrmission. Proper allocation
probably would have resulted in a break-even point.

4. Departmental cost to charge comparisons appear to indicate some cross
subsidizing of ancillary charges to cover room and board costs.

5. Statistical data:
Beds/ Patient/ % of 

a. Nursing care services: Bassinets Newborn Days Occueancy 

Medical/Surgical 130 28,613 61.8 
ICU/CCU 9 1,187 36.1 
OB/GYN 11 2,688 66.9 
Nursery 16 1,956 33.4 

Total 166 34,444 56.8 

(Info only: 124 nursing home beds with 45,082 patient days, 99.6% occupancy.) 

b. Other services:
Emergency, operating and delivery rooms. 

6. Staff recommendations:
Accept this initial submission as filed. Future submissions should

have more accurate cost allocations between the acute care and long
term care 'facility; ancillary income from long-term care patients should
be reported as hospital outpatient revenue.
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--=----=-.,...,Re,-v_·_,::.' of proposed rate increases effect be 
October 1, 1979, the beginning of the hospi·al's Fiscal Year: 

Summary of proj1cted increases (decrease) over last year: 
Gross revenue 
Revenue Deductions 
let revenue 
Operating expenses 
rJet operating income 
Other incor.ie 
Net income 

Tota 1 et ncorr.e 
Capital Needs 
lncome in excess of total financial requirements2

1Rate increases SSS,825; volume increases $83,594.
2Represents 6/10% of $1,859,000 total financial requirements.

$129,419 
(86,458) 

$225,877 
175,904 

S 49,973 
(82,650) 

$(32,677) 

$ 31,�41 
20,000 

S 1 , 4 

Departmental cost to charge comparisons indicate some imbalances, a1thous· 
total rate request� appear jystified. See staff recommen ations be ow. 

Pro·ected sta istical information: 

a. Nursing services:
·edical/Surgical

b. Other services:

Beds 
54 

Paticn� Days 
9,855 

% of 
ccupa� 

50.C

Emergency and operating rooms, ambulance services and contract out
patient clinic. 

Staff recommendations: 
Rate increases scheduled for EKG and respiratory functions shoul not be 
implemented; increases to generate comparable amounts totaling 6,700 
gross should be made in physical therapy and additional increas� to 
surgery rates. Future rate increases should be made to room and ooard 
charges. 
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Hospitals list. 

The Alexandria 

Allegheny 

The Arlington X 

Bath County 

Bayside X 

Bedford 

Chesapeake General X 

Children's Hosp. Kings 
Daughters 

Chi.ppP.nham 

Circle Terrace 

Clinch Valley 

Commonw2alth Ors. 

Community Hosp. of 
Roanoke Valley 

X 

X 

X 

X 

X 

X 

PRODUCTION REPORT 
Twelve Months 

January lt�rough December_ Jl .. 1979 

Com.."Tiission I Commission 
RecommendaLions Budget Rec:ommendations 

Approved X Pending 

Pending 

Pending 

Pending 

Approved X Approved 

Approved X Approved 

Pending 

Approved X Approved 

Approved X Approved 

10 

tRate Commission 
:Change Recommendations 

X Approved 
Charge realignments 
Approved 

X Approved 

X Approved 

X Tentative approval subject 
to detailed review in 1980

X Approved 
Approved 

X Approved 

X Approved 

X Approved 
Approved new service 

X Approved. Subject to de-
tailed analysis of His-
torical data. 

X Approved 



Hospitals Hist. 

Conununity Memorial X 

Crippled Children's X 

Culpeper Memodal 

DePaul X 

The Fairfax Hospit�l X 

The Fauquier 

Franklin Memorial X 

Gen. Hosp. of Va. 
Beach 

Giles Memorial X 

Gill Memorial 

Gorrlonsville Comm. X 

Greensville Memorial 

Grundy X 

Halifax Con:ununity 

Hampton General X 

Henrico Dqctors' X 

Jefferson Memorial X 

PROO CTIO REPORT 

Twelve Months 

Januarv 1 through DecemhP.r 31 1979 

Commission Commission 
Recommendations 13udg c: R commendations 

Approved 

Pending 

Approved X Approved 

Approved X Approved 

Approved X Approved 

Approved X Approved 

Approved 

Pending 

Approved X Approved 

Approved X Pending 

Pending 

11 

Rate Commission 
Change Recomm nda ions 

X Approved 
Pending 

X Approved 

X Approved 
Approved 

X Approved 

X Approved 

X Approved 

X Approved 

X Approved. Conditionally 
ap�roved subject to re-
ceipt of Historical data. 
Approved 

X A PP roved 



Hospitals 

John Randolph 

Johnston Memorial 

Johnston Willis 

King's Daughters 

Lee County Community 

Leigh Memorial 

Lewis-Gale 

Lonesome Pine 

Loudoun Memorial 

Louise Obici 

Lynchburg General 

Martha Jefferson 

Mary Immaculate 

Mary Washington 

Maryview 

!Hist.

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

January 1 

Commission 
Reconunenda t ions 

Approved. Future 
submission should 
have more accuratE 
cost a 11 o c a t i on s. 

Approved 

Approved 

Approved 

Approved 

Approved 

Approved 

Pending 

Approved 

Approved 

Approved 

Approved 

PRODUCTION REPORT 
Twelve Months 

through December :n, 1979

Commission Rate 
Budg et 

X 

X 

X 

X 

X 

X 

X 

Recommendations Change 

Approved 

Approved 

Approved 

Approved 

112 

Approved 

Approved 

Approved. Note de
partmental expendi
tures exceeding stanll
ards and variance 
allowances. 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Commission 
Recommendations 

Approved 

Approved 

Approved 
Rescinded 

Interim approval subject 
to budget review. 

Approved 

Approved 

Approved 

Approved 

Approved 



PROD'CTIO, REPORT 
Twelve Months 

January 1 through December 31, 1979 

Hospitals 

Mattie Nillioms 

The Memorial Hospital 

Commission 
hlist. Reconuncndations

X Approved 

Mem. Hosp. of Martini -
burg & Henry X Approved 

Montgomery County X Approved 

The Mount Vernon X Approved 

at'l. Orthopaedic & 

Rehab. X Approved 

Norfolk Community 

Norfolk General X Approved 

Northampton-Accomack 
Memorial X Approved 

Northern Va. Doctors X Approved 

Norton Community 

Page Memorial 

Park Avenue 

Oudget 

X 

X 

X 

X 

X 

X 

Commission 
Recommendations 

Approved 

Approved 

Approved 

Approved 

Approved 

Pending 

13 

!Rate 
k:hnng 

X 

X 

X 

X 

X 

X 

X 

X 

X 

CoTTU11ission 
Recommendations 

Approved, subiect 
to detailed hospital re
view. 

Approved 
Approved 

Approved 

Approved 
Rescinded 

Approved 

Approved 

Approved 

Approw�d 

Hold until receive more 
detailed financial data. 
Subsequent aouroval sub-
ject to detailed review 
analysis. 



Hospitals Ii st. 

Petersburg General X 

Portsmouth General X 

Potomac 

Prince William 

Pulaski X 

R. J. Reynolds/ 
Patrick County 

Radford Community X 

Rappahannock General X 

The Retreat X 

Richmond Community X 

Richmond Eye 

Richmond Memorial 

Richmond Metropoli-
tan 

Riverside & \falter X 

Reed 

PRODUCTION REPORT 
Twelve Months · · 

January 1 through December 31, 1979 

Corruni s s ion Commission 
Reconunenda t ions Budget Recommendations 

Approved X Approved. 

Approved X Approved 

Approved X Approved 

Approved 

Pending 

Approved X Approved 

Pending 

X Pending 

Approved X Approved 
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IRate Commission 
Change Recorrunendations 

X Approved 

X Approved. Consider cost 
to char�e imbalances. 

X Approve 
X Approved 

Approved 

X Condit ion al aopl'.'ova l rub i ect 
to detailed budget review. 

X Approved 

X Approved 
Approved 

X Approved 

X Approved 

X Tentative approval subject 
to detailed budget review. 
Subseq. 90day approval give n

X Approved 

X Pendjng 



PRODUCTION REPORT 
T•.,.1elve :-ion hs · · 

January 1 throu?,h �ecember 31, 1g7g

Hospitals 
Commission 

�is� Recommenda ions Budget 

Roanoke Memorial 

Rockingham Memorial X Appro ed. Carry X 
over above capi al 
needs should be 
watched 

Russell County Medici 1 X Pending 

S . Lukes 

St. Mary's (Norton) 

St. lary's (Richmond 

Sheltering Arms 

Shenandoah County 

Smyth County 

Southampton Memorial 

Southside Community 

Stonewall Jackson 

Stuart Circle 

Tazewell Community 

Thomas K. le Kee 

Tide1 atcr Memorial 

Twin County Comm. 

X Appro ed 

X Approved 

X Pending 

X Approved 

X 

X 

X 

X 

Commission 
Recommendations 

Approved 

ApprovPd 

Approved 

Approved 

Pending 
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Rate 
Change 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Commission 
Recommendations 

pproved 

Approved 

Approved 

Approved 

Approved 
Approved 

Approved 

Approved 

Approved 



PRODUCTION REPORT 
1welve Months 

January l through December 31, 1979

Hospitals 
Commission 

HisL Recommendations 

Un. of Virginia 

VCU-Medical College 
of Virginia 

Virginia Baptist 

Warren Memorial X 

Waynesboro Community X 

Whittaker Memorial 

Williamsburg Comm. 

Winchester Memorial 

Wise Appalachian 

Wythe County 

Wytheville 

X 

X 

X 

X 

Peninsula Psychiatri� 

Commonwealth Psychia ric 

Dominion Psychiatric 

Human Resources Inst X 

Nat'l. Children's 
Rehab. 

X 

Approved 

Approved 

Approved 

Approved 

Approved 

Approved 

Approved 

Pending 

13udget 

X 

X 

X 

X 

Commission 
Recommendations 

Pending 

Approved 

Approved 

Pe.nding 
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!Rate 
�hange 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Commission 
Recommendations 

Approved 

Approved 

Pending 

Hold until receive more de 
tailed financial data 
Subsequent approval.given 

Approved 

Disapproved as filed 
Suggested replacement of 
rate increases. 
Approved 
Approved 

Approved. Subject to de
tailed review of Historical 
d;:ita. 

Tentative approval subject 
to detailed review of 
Historical data 



PRODUCTIO REPORT 
Twelve lonths · · 

January 1 thrnueh December 31, 1979

Commission 
Hospitals ii is t. Reconunenda t ions 

Petersburg Psychiatrlc 

Portsmouth Psychiatr ex 

Roanoke Vally Psych. X 

Springwood at Lees
burg 

St. Albans Psychiatr cX 

Tidewater Psychiatri, 

Westbrook Psychiatri� 

David C. Wilson X 

Pending 

Approved 

Approved 

Pending 

Budget 

X 

Commission 
Recommendations 

Pending 
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Rate 
:Change 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

Conunission 
Reconunendations 

Approved. Subject to de
tailed review of histor
ical data. 

Interim approval subject 
to further information on 
ETC fee. 

Approved. Subject to de
tailed review of Histor
ical data. 
Approved-mnditionally 
Pending 
Hold until receive more de 
tailed fiPancial data. 
Subsequent approval until 
detailed data can be re
viewed. 

Approved. Subject to re
view of Historical data 

Approved 

Hold until receive · addi
tional financial data 
Subsequent tentative ao
prnv.:il l!"ive{l. 
T�ntative appr0val until 
receive Historical 
financial cl.<\ta. 
Approved 



FINANCIAL REPORT 

The Commission's 12 month operating budget for the 
year beginning January 1979 projected revenues at $223,500.00 
and expenses at $210,220.00. 

Actual revenues for the period January 1, 1979 through 
November 30, 1979 were $201,769.42 and actual expenses were 
$156,856.96. 

In July 1979 the Commission's budget was established on 
a fiscal year basis to conform to state procedures. The re
vised 12 months budget ending June 30, 1980 projected re
venues at $240,000.00 and expenses at $188,188.00. In addi
tion, a cumulative balance was projected on a monthly basis. 
As of June 1980 the expected ending balance is projected at 
$95,487.00. 

Monthly financial statements were distributed to Commis
sion members giving year-to-date totals for both fiscal and 
calendar years. (The calendar year totals will be discontinued 
as of December 30, 1979). These monthly statements are re
conciled with the monthly CARS reports issued by the Depart
ment of Accounts. (See attached). 

On November 9, 1978, a general fund loan in the amount 
of $137,650.00 was granted the Commission. This loan was 
repaid in total in two installments -June 30, 1979 and 
November 30, 1979. 

The Commission does not anticipate borrowing any additional 
funds for 1980, under the present directive. 

18 



coor: 

1100 

1200 

1300 

1500 

1700 

TOTAL t:Xl'E.\:Sr.S 

ITEM 

Revenue 
( S. 5 PPD) 

Expenditures 
Personnel Serv. 

clerk/typist 
steno meeting 

Contractual 
Staff Director 
Add' l Consultant 

Travel 
C001llission mem. 
Staff 

C01T111unications 
mail/tele 
reprod/typing 
advertising 

Supplies 

Furn.& Equip. 

R.enl: 

VIRGINlfi 1-ID\L'nl SERVICES COST REVTE\1' CCJ.f.llSSION 

Statement of Budge� Revenue & Expenditur s 
tbve:rber 1979 

Bur.GETF.IJ 

340.00 

13,500.00 
650.00 
200.00 

500.00 
50.00 

150.00 
200.00 
50.00 

200. no 

300.00 

165.00 

16,305.00 

$2,215.30 

142.99 
561.27 

13,500.00 

292.43 

134.88 

6.70 

14,638.27 

* 4 lll:Jllt:bs 
** Correctioo of error

*** Credit

TIIIS 
�ffllll 

$19,781.30 

53.55 

13,500.00 
6,750.00 
1,300.00 

283.63 

307.90 

218.02 

225.00 

* 658.56

23.600.06 
** 13,803.40 

$ 37,100.06 

Fiscal 
$74,109.35 

1,123.47 

63,350.00 

1,125.68 

485.78 

224.72 

455.00 

658.56 

67,423.21 
*** 43.44 

$67,466.65 

YEAR TO DATE 

Calendar 
�201. 769.42 

1,865.96 

147,925.00 

3,669.53 

886.90 

394.90 

. l,l,56.03 

658 56-

156.856.96 
$ 44,912.46 

18 
18 

18 
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ITEM Jan 

Revenue 
!� 5.5¢ PPO) 0 

C(jde E xeend1 tu res 
1100 Personnel Service 500 

c 1 erk/typist 
steno (meeting) 100 

1200 Contractual Serv. 
Technical 
(@4C ppd) 13,500 
Sta ff Oi rec tor 650 
Add' 1 Consultant� 

(accounting etc� 100 

Travel 
Conrni ss ion mem. 
Staff 

Conmun i cations 
In� 11 / t;g lg D'1D r1a 
Reprod/pr1ntlng 
Advertising 

1300 Supplies 

1500 Furn & Equip. 
Rent (?) 

TOTAL EXPENSES 

Over/Short 
-

�.) 

-' 

750 
100 

600 

300 
60 

625 

17,185 

fl i', lfl5) 

Feb. Mar. 

0 0 

500 500 

100 100 

13,500 13,500 
650 650 

l 00 100 

750 750 
100 100 

600 500 
300 300 
60 60 

625 525 

17,185 17,185 

{17,185) (17,185) 

VIRGINIA HEALTH SERVICES COST REVIEW COMMISSION 
Proposed Operating Budget 1979 

April May June I July August 

82,000 27,500 a.coo 8,000 8,000 

500 500 500 500 500 

100 100 100 100 100 

13,500 13,500 13,500 13,500 13,500 
650 650 f,50 650 650 

100 100 100 100 100 

750 750 750 750 750 
100 100 100 100 100 

500 500 500 500 500 
300 300 300 300 300 
60 60 60 60 60 

525 625 625 625 625 

4,000 

Sept. 

13,500 

500 

100 

13,500 
650 

100 

750 
100 

500 
300 
60 

625 

17,185 l 7,185 21,185 17,185 17,185 17,135 

64,815 10,315 (13,185) (9,185) (9,135) (3,685) 

January 18, 1979 

Oct. Nov. Dec. Total 

55,000 8,000 13,500 223,500 

500 500 500 6,000 

100 100 100 1,200 

13,500 13,500 13,500 162.000 
550 650 550 7,800 

100 100 100 1,200 
/ 

750 750 750 9,000 
100 100 100 1,200 

500 500 500 6,000 
300 300 300 3,600 
60 60 60 720 

625 625 625 7,500 

4,000 

17,185 17,185 17,185 210,220 

37,815 (9,185) (3,585) 13,280 



lTE.'I Julr Aug. 

llc1·cn11e 25,000. 5,000. tr53i" l'PD) 

C0t.h: fa:�nJiturcs 
n11,1 Perso11ncl Service 

clc11../t)-pist 32S. 325. 
( 2/J hr� .f1;eck) 

1200 co:--nw.-ruAL 

Sl�lVICF. 
Tc-:huic:il 13,500. 13,500. 

Stn ff Di rc.:tor 650. 6SU.

AJd' L Cu11sul t. 2110. 200. 

Tr3vcl 
Coonnission me,,. 500. 500. 
Staff so. so. 

Co11111..1nic,1tions 

�ld 1/tclc. I SU. I SU. 
Rcpro/Print. 200. 2UU. 
A,k,rtising so. so. 

----· 

300 SUl'l'I IL'i ZOU. 200. 
·---- -- ----

SOD !Ult � H)l.111'. 550. .sou.--- '----

iOU 10.,r It>�. 

1
�
-
16,m. l�;;;;-o�· 

-

10f.\L l'Xl'IX$1 ' 

VJ RGJ)IJA IID\Llll SERVICES rosr REV!�,. COMlSSlll'l 
Bud�ct·Rcvenl� t Exp�-oscs 

1971) · 1980 

Sepl. Oct. Nm·. Dec. Jan. Feb. 

5,000. 20,000. 20,0110. s,uoo. lO ,000. 20,000. 

32S. 325. l40 340. 340. 340. 

13,500. ll,500. 13,500. 0 14,800. 14,800. 

650. 650. 650. 650. 650. 650. 

200. 200. 200. 200. 200. ZOU.

,• 

soo. 500. 500. 500. sou. 500. 
so. so. so. so. so. 50. 

ISU. 150. 1511. ISO. !SO. l so. 
200. 200. 200. 200. 200, 200. 

$0. so. so. so. so. so. 

2011. LUO. 2110. 2UO. 200. 200. 
-

lO!J. 3UIJ. 300. 3110. 

165. 165. 165. 165. 165. 165. 

Ill, 2\.10. I 16,290. I lb,30'.,. I 2,805. 17 ,:ws. 17,305. 

,v.11,J<;irnT l !l,blS.
1(11 ,2\JO.)

I 
(l 1 , 2!.IO> t.. l, 710. I 3. u\JS. �-� 2 ,6!15.

M.H. 
-
�Pri I 1-\J)" 

s,uoo. S0,000. SU,000. 

. 

340. 340. l�O. 

14,800. 14 ,ROO. 14,800. 

6511. 6SO. 650. 

200. 200. 200. 

sou. soo. 500. 
so. so. so. 

JSU. 150. ISO. 
2UO. ZOU. 200. 
so. so. so. 

200. 200. 200. 

·-
166. luS. lb5. 

17 ,30S. 17,305. , 17,305. 

.. 
(12,305.) 32,695. 32,695. 

June Total 

5,000. 240,000. 

4 1020.Tor 
340. 4,020. 

rn�: �go : To 

14,800. 

650. 7,BIIO. 

200. 2,400. 

C. ,6110.Ts;M 
500. 6,000.

so. 600. 

4 ,80!1.Tot 
I SO. -r,im11.
200. 2,400, 

50. 600, 

200. _2,400. T Ot. ----·----
)US. 

J7. :ws. 

I 
('12, lUS)! 

_1_,DSII. 
<) 

-1...!_IS. 

t. 

!l..:...J:ot. 

1811, IHS. 

SI ,Bl�·· 



GRAPHS CITING COMPARATIVE STATISTir.S 

How are we doing in Virginia in containing health care 

costs and how do we measure against other states and the na

tional average? This is the ultimate question and the ulti

mate measurement. 

The following graphs compare Virginia against the national 

average and other selected states as reported by the American 

Hospital Association. 
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SUMM.ARY 

What has been accomplished by the Virginia Health Servic�s Cost Review 
Commission in its first year? 

The Commonwealth of Virginia now has an in-place operating hospital 
cost and rate review program. Flowing into the Virginia Health Services 
Cost Review Commission are reports that will constitute an invaluable 
data base for cost containment. In the analysis of the 196 filings made 
in 1979, in every case where the indicated costs were found in �xcess of 
guidelines or charges not substantiated by costs, the hospitals have agreed 
to corrective action. It will, however, require another calendar year, 
1980, when all the hospitals have completed a full cycle of reporting his
torical and budgetary data, before the accomplishments of the commission's 
first year can be fully assessed. 

Almost everyone now agrees that the predecessor plan, the Virginia 
Hospital Rate Review Program, was effective in directing the attention of 
about half of the hospitals in Virginia toward budgetary and cost control 
methods. The Virginia Health Services Cost Review Commission now has 
brought all hospitals into this discipline. All hospitals now must submit 
audits and budgets, must justify rate increases, and are measured against 
standards of productivity and costs. The Virginia Health Services Cost 
Review Commission is authorized to make public its findings of "unreason
able" costs and charges by a particular hospital. 

During 1979 calendar year, it was obvious that almost all hospitals 
wished to avoid such publicity of adverse comment by the Virginia Health 
Services Cost Review Commission. It can be reasonably assumed that the 
work of the Commission has made all hospitals in Virginia anxious to avoid 
any publicity about failure to bring costs within guidelines and account
ing screens of the Virginia Health Services Cost Review Commission analysis. 

During 1979, the Virginia Health Services Cost Review Commission has 
attempted to avoid an adversary position with the health care institutions. 
There do, however, exist areas of strong controversy and unresolved guide
lines. It has been appa,J:'ent that the Commission, as it is now constituted, 
finds it difficult to resolve such issues. 

It should be noted that the Commission, as set forth by the Legislature, 
must consider each 12 months, approximately 115 audits of historical data, 
115 budgets for the following year, and numerous rate increase requests. 
The commission must also review the screening process to ensure effective
ness. This latter responsibility calls for solutions to some very difficult 
financial and cost accounting problems. The Commission must also keep in 
mind that each of the hospitals reviewed is unique in its mix of services 
enviraunent and history. Everyone who has an interest in rate review in 
the Commonwealth must understand that a rate review commission must have 
a very effective cost analyst staff and must depend very much on their 
analysis recommendations. We believe we have an effective staff which en
ables our Commission to do an effective job. 
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It is hoped that in 1980 guidelines will be established in those 
areas where they are now lacking. The guidelines of productivity, 
costs and charges will be tightened. The function of reviewing the 
screening process mentioned above is currently being considered. To 
this end the Commission intends to use outside consultants to help 
evaluate this function. If these are reasonably effective, an analysis 
by computer methods should be considered. 

The Connnission recognizes that factors beyond its control are con
tinuing to push the cost of health services up above the rise of in
flation. Health services are labor intensive. Virginia hospitals are 
now experiencing a rise in labor costs because of the increase of min
imtm1 wage, unionization of health employees, proximity of federal hos
pitals and the spread of higher wage rates to the rural hospitals. 
There is also a growing practice of separate billing of certain services 
such as anesthesia, radiology, pathology, etc., that heretofore have 
been controlled by the hospitals. The technology of health services 
continues to become more complex, and therefore costly. The Virginia 
Health Services Cost Review Commission cannot deny these actual increases 
of costs, but can only measure that increases in charges are reasonably 
related to such increases in costs. 

Rate review is an evolving,art and the Virginia Health Services 
Cost Review Commission has established procedures for adopting changes 
and improvements that may be indicated as advisable by both its own and 
national experience. The techniques of analysis of the Virginia rate 
review program compare favorably in sophistication with those of other 
states. 

The staffs, administrators, and boards of all hospitals in this 
Connnonwealth are aware they are operating under the light of puolic 
scrutiny and concern. 
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APPENDIX I 

CHAPTER 26. 

VIRGINIA HEALTH SERVICES COST REVIEW COM}flSSJON. 

Sec. 

9-156. Definitions.
9·15i. Commission ettat.ed; membns; terms;

reimbursement: etc. 
9-158. Uniform reporting regulations.
9-159. Filing rt:quirements.
9·160. Continuing analysis, publication, etc.
9-161. Investigative report.

.

Sec. 

9-162. Voluntary review of health care costs and
charges. 

9·163. Administration. 
9·16�. Additional powers and duties of 

Commission. 
9·165. Annual report. 
9-166. Violations .

§ 9-156. Definitions. - As used in this chapter:
l. "Commission" means the Virginia Health Ser\'ices Cost Review

Commission; 
2. "Consumer" means and person (i) whose occupation is other than the

administration of l,calth activities or the provision of health ser\'icts, (ii) who 
has no fiduciary obligation to a health care instillltion or otht't' health at,rency 
or to any organizr.tion, public or private, whose pri11dpal actiYity is an adjunct 
to the provision of he:,,lth services, or (iii) who has no materi"'l fmancial interest 
in the rendering of health services: 

3. "Health care institution" nwans a general hospital, ordinary hospital, or
out-patient surgical hospital liccnst-rl pursuant to rhaplt!r lG of Title 32 (� 32-297 
et seq.) and mental or psychiatric hospital lirenst>d pur:;uanl to c:hapter 8 of Title 
37.1 (§ 37.1-179 et seq.), but in no event shall such term be construed to include 
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§ 9-157 COMMISSIONS, BOARDS AND INSTITUTIONS GJ::NERALLY § 9-157

any physician's _o_ffice, n�rsing home.,. intermedi�tE: care facilit�, extended
nursing care fac1hty, nursing care facility of a rehg1ous body which depends 
upon prayer alone for healing, independent laboratory or out·paticnt clinic; 

4. "Vo/untJJry cost review organization" means a nonprofit association or
oth<'r nonprofit entity which has as its function the review of health care 
institution costs and charges but which does not _Provide reimbursement to any 
h<'alth care institution or participate in the administration of any review process 
under chapter 12.1 (§ 32·211.3 et seq.) of Title 32;

5. "A,r�regate cost" means the total financial requirements of an institution
which shall be equal to the sum of: 

a. The institution's reasonable current operating costs, including reasonable
expenses for operation and maintenance of approved services and facilities, 
reasonable direct and indirect expenses for patient care services, working capital 
needs and taxes, if any; 

b. Financial requirements for allowable capital purposes, including price
level depreciation fer depreciable assets and reasonable accumulation of 
funds for approved capital projects: 

c. For investor-owned institutions, �-fter tax return on equity at the percent
age equal to two times the average of the rates of interest on special issues 
of public debt obligations issued to the Federal Hospital Insurance Trust 
Fund for the months in a provider's reporting period, but .not less, after 
taxes. than the rate, or weighted average of rates, of interest borne by the 
individual institution's outstanding capital indebtedness. The base to which 
the rate of return determined shall be applied is the total net assets, 
adjusted by paragraph 5 b of this section, without deduction of outstanding 
capital indebtedness of the individual institution for assets required in 
providing institutional health care services. (1978, c. 757.)

Tht number1 or §§ 9.15o to 9·166 were numbers in the 1978 act having been 9-149 to 
assigned by the Virginia Code Commission, the 9-159. 

§ 9-157. Commission created: members: terms; reimbursement; etc. - A.
There is hereby cre:..ted the Virginia Health Services Cost Review Commission. 
The Commission shall be composed of nine members as follows: Eight members 
shall be appoint1:d by the Governor, three of whom shall be consumers, three 
of whom shall be persons responsible for the administration of nongovernmental 
health care institutions, one of whom shall be an employee of a prepaid hospital 
service plan conducted under chapter 11 (§ 32·168 et seq.} of Title 32 and one 
of whom shall be an employee of a commercial insurer which underwrites 
accident and sickness insurance; and one member shall be the Commissioner of 
Health or his designated representative. Each member of the Commission 
awointed by the Governor shall be appointed for a term of three years except 
that of those members appointed as the initial members of the Commission, two 
�hall be appointed for a term of one year each, three for a term of two years 
··:.ich and three for a term of three years each.

B. Appointive members of the Commission shall not be eligible to serve as
!such for more than two consecutive full terms. Two or more years shall be 
1.h•med a full term. 

C. Members of the Commission shall receive no compensation for their service
on the Commission but shall be reimbursed for nec�ss2.ry and proper expenses 
that are incurred in the performance of their duties on behalf of the Commission. 

D. A consumer member shall be elected by the Commission to serve as
chairman. The Commission may elect from among its members a vice-chairman. 
�lcetings of the Commission shall be held as frequently as its duties require. 

E. Five members shall constitute a quorum. (1978, c. 757.)
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§ 9-158 CODE OF VIRGINIA 
§ 9-160

§ S-158. Uniform reporting regulations. - A. The Commission �hall
establish by regulation a uniform system of financial reporting by which ht•allli
care institutions shall . re�?�t their. revenues, �xpenses, other inco1:1e, oth,·r
outlays, assets and hab1ht1es, umts of service and related statistic�. J ,. 
deter�ininir the effective. date f?r reporting requ!rements, the Com�issjon sh�ll
be mindful both of the 1mmed1ate need for uniform health care mst1tutio,,:-· 
reporting ·information to effectuate the purposes of this chapter an<l lht·

administrative and economic difficulties which health care institutions ma" 
encounter in complying, but in no event shall such effective date be later thai-, 
two and one-half years from the date of the formation of the Commission. 

B. In establishin� such uniform reporting procedures the Commission i;hall
take into consideration: 

1. �xi�tin� systems of account:ng and reporting presently utilized by hralth
care mst1tut1ons; 

2. Differences among health care institutions according to size, age, finand:il
structure, methods of payment for services, and scope, type and method o! 
providing services; and .. 

3. Other pertinent distinguishing factors.
C. The Commission, where appropriate, shall provide for rnodificatior.

consistent with the purposes of this chapter, of reporting requirements to refh'C'l 
correctlv these differences among health care institutions and to avoid otherw1�t· 
unduly burdensome costs in meeting the requirements of the uniform S\'f;lt·r:-. 
of financial reporting. (1978, c. 757.) 

§ 9-159. Filing requirements. - A. Each health care institution shall filt·
annually with the Commission after the close of the health care institution'!
fiscal year: 

1. A certified audited balance sheet detailing its assets, liabilities and n<':
worth, unless the institution is part of a publicly held company, in which CCl!il' 

the equivalent extracted data for the institution shall be submitted in lieu o! 
certified audited data; 

2. A certified audited statement of income and expenses1 unless the instituti0::
is part of a publicly held company. in which case the equivalent extracted da'..A 
for the institution shall be submitted in lieu of certified audited data; 

3. All reports referenced in § 9-158 and such other reports of the cos:.&
incurred in rendering services as the Commission may prescribe. 

B. The findings. recommendations and justification for sue�.
recommendations of the Commission shall be open to public inspection. b:;� 
individual health care institution filings made pursuant to this chapter shall r.:.,: 
be subject to the provisions of § 2.1-342. Individual patient and personr.t. 
information shall not be disclosed. 

C. The Commission shall have the right to inspect any health care institutior.'•
audits :ind records as reasonably necessary to verify reports. (19i8, c. 757 > 

§ 9-160. Continuing analysis, publication, etc. -A. The Commission i;�.l::
1. Undertake financial analysis and studies relating to health care·

institutions, and 
2. Publish and disseminate information relating to health care institut11 1

:-,• 

costs and charges including the publication of changes in charges other t:-. .1:-.

those having a minimal impact prior to any changes taking effect. 
B. The Commission shall prepare and may make public summarir, a· '.

compil:.itions or other supplementary reports based on the information f 1kd 'il, :.·. 

or made available to the Commission. 
C. The Commission, in carrying out its responsibilities under this sectio:l •� ;

§ 9-161, shall be cognizant of other programs which bear upon the operation l', 
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§ 9-161 COMMISSIONS, BOARDS AND INSTITUTIONS GENERALLY § 9-162

health care institutions including programs relating to health planning, licensing 
and utilization review. (1978, c. 757.)

§ 9-161. Investigative report. - A. The Commission may initiate reviews or
investigations as necessary to assure ali purchasers of health care services that 
the aggregate charges are reasonably related to reasonable aggregate costs, 
and that charges are equitable. 

B. In order to discharge properly these obligations, the Commission may
require the furnishing ano review of projected annual revenues and expenses 
of health care institutions and comment on them. 

C. In the interest of promoting the most efficient and effective use of health
care institutions, the Commission may promote experimental alternative 
methods of budgeting, cost control, charge determination and payment. 

D. The Commission shall obtain annually from each health care institution a
current charge schedule. Any subsequent amendments or modifications of that 
schedule shall be filed. with the Commission at least sixty davs in advance of
their effective date. The Commission may, by regulation, exempt from this 
requirement charge changes which have a minimal impact on revenues. The 
Commission may publicly comment on any increase or decrease which it 
determines to be excessive or inadequate. 

E. Each report or other document which is required to be submitted to the
Commission pursuant to subsection D hereof or§ 9-159 shall be accompanied 
by a reasonable filing fee in an amount prescribed by the Commission. Filing 
fees shall be set at a level sufficient to cover costs of the reasonable expenses 
of the Commission and any reviews undertaken pursuant to this section taking 
into consideration the length and complexity of the report being filed; provided 
that such fees assessed shall not exceed six cents per patient day annually for 
any health care institution. (1978, c. 757.}

§ 9-162. Voluntary review of health care costs and charges. - A. A health
care institution maS·, in lieu of filing with the Commissioner under§§ 9-159 and 
9-161, submit its financial reports to and be subject to a review of its costs and
charges by a voluntary cost review organization approved by the Commission
whose reporting and review procedures have been approved by the Commission
in accordance with this section. Any filing made pursuant to this section shall
eliminate the requirement for filings to be made with the Commission under
§ 9-159 or § 9-161.

B. The Commission may a1;>prove voluntary reporting- and cost re·:iew

procedures which are substantially equivalent to reporting requirements and 
review procedures adopted by the Commission for its own use for reporting and 
reviews conducted pursuant to this chapter. The Commission shall, by 
regulation, prescribe standards for approval of voluntary costs and charge 
review procedures, which standards shall provide for: 

1. The filing of appropriate financial information with 3 cost :-eview
organization; 

2. Adequate analysis and verification of that financial information; and
3. Timely notification of the Commission by the voluntary cost review

organization for the purpose of publication by the Commission of the 
organization's findings prior to the effective date of any proposed change in 
charges. 

C. Any voluntary cost review organization which receives the financial ·
information required in § 9-159 or § 9-161 shall make nll such information 
available to the Commission in accordance with procedures prescribed by the 
Commission. 

D. Any voluntary cost review crganization which conducts a review of costs
and charges of a health care institution located in this Commonwealth shall file 
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§ 9-163 CODE OF VIRGINIA § 9-166

a copy of its findings and analysis with the Commission within thirty days of 
completion of the review process, to�ether with a summary of the financial 
information acquired by the organization during the course of its review. (1978, 
c. 757.)

§ 9-163. Administration. - A. The Commission (i) shall maintain records of
its activities; (ii) shall collect and account for all fees prescribed to be paid into 
the Commission and account for and deposit the moneys so collected into a 
special fund from which the expenses of the Commission including the salary 
of any personnel as may be employed by the Commission shall be paid; (iii) mar 
employ such personnel and assistance as may be required for the operation of 
the Commission; (iv) shall enforce all regulations promulgated by it; and (v) shall 
contract with anv voluntary cost review organization for services necessary to 
carry out the Commission's activities where this will promote economy, 
eificiency, avoid duplication of effort and make best use of available expertise. 
(1978, C. 757 .) 

§ S-164. Additional powers and duties of Commission. -The Commission
shall exercise the following powers and duties, and such others as may be 
provided by law: 

1. Advise the Governor and the appropriate Cabinet Secretaries on matters
relating to the review and analysis of health care costs and charges; 

2. From time to time make such rules and regulations as may be necessary
to carry out its responsibilities; 

3. Do all acts necessary or convenient to carry out the purposes of this
chapter. (1978, c. 757.) 

§ 9-165. Annual report. -The Commission shall prepare and, prior to each 
regular session of the General Assembly, transmit to the Governor and to 
members of the General Assembly an annual report of the Commission's 
operations, costs and activities for the preceding fiscal year. This report shall 
include a compilation of all summaries required bv this chapter together with 
such findings and recommendations as the Commis·sion deems necessary. (1978, 
c. 757.)

§ 9-166. Violations. - Any person violating the provisions of this ch.1pter
may be enjoined from continuing such violation by application by the 
Commission for relief to a circuit court having jurisdiction over the offending 
party. (1978, c. 757.) 
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•11 \.· I :,, ,;1•1,·111/ t1111! n·,•11,11·/ .,,· .'J /.'iii u, t/J,· Cntf,, nf l':rg1111u. r,•lotin:: tu //;t• \ .. irg111ia
ll•·,;/1/1 .\·,·ri·:c·,•s (:us! l,'r1·ir·11· (.'01n111iss11•,1. 

JI.,, ii cnarll'cl h�· !hr General Asscmhl) of Virginia: 
I. ·1 h;it , D-1 :iii of Ille Code of Virgin in is amcnclcd ancl recnncted us follows:

} H-l :in. I>cfinitions.-As used in lllis chnptcr:
l. · ··commi.c:sion·· means the Virgini:1 Health Services Cost Review Commission:

{S 77JJ 

�. "/'nn.,umcr" mean� nny person (i) whose o.:C':unation is othrr than the nclministrn!ion
or hr';1ltll :1r1ivitics or tile provision of henlth services. (ii) who hns no fiduciary ohligation 
IP a ll<'allll c:-irc institution or olhcr health agency or 10 any organization. puhlic or priv:1te. 
who�:,� prinr-i11;1l nrtivity is nn adjunct to thP provision of hN1lrl1 services. or (iii) wllo has 
no lllatrri.il financinl interest in the rendering of hcnllh services: 

:1. "Hc'�lltll c:irc insli1ution" means (1) n gcnernl hospital, ordinary Mspiti!I, or our-pnlient 
�llq:ic,11 hn!:pi1nl licensed pursuant to Ch:iptcr 16 · of Title 32 (� 32-2!)7 ct seq.) ar.d (i1) a 
ment:il or P"Ychiatric hospital licensed pursunnt to Chapter 8 or Title 37.1 (} 37.1-179 et 
St:'<).) ; 1>111 mu/ (iii} a hnspital operated hy the Univl'rsily oj Firt;/!lio or Virginia 
( ·m11111un 1• ·,·all h l nil ·crsily. In no event sha 11 such term he con st rued r n include nny 
p!1y.,ici:in'<; offirr., nursing home. intrrmccli::ite core fncility, extenclr.cl nursing c.ire f;iciliry. 
nt11�:ing c,m: far.ility of a rr.!igious body which depends upon prayer alone for healing. 
in<l<'pcn<lr.nt laboratory or out-pntient clinic; 

·t. "\'olunr;iry cost review organization·· mcnns n nonrrofit ossociation or other nonprofit
1•11ri1:, which has ns ils function the review of· health cnrc institurion costs rind r!Jnrg.es bu! 
·.•.hi('h d1w.c: nnt provide rcimhursement to any hcnlth care ins1itution or particip;i're in the
;1d1rn11i:�ti afion nf :rny review process under Chapter 12.1 (� 32-211.3 ct_ Sl:q.) of Tille 32:

s. "_.\g,r.rrg;ite co�t .. menns the total financial requirements of an institution wbich shall
lw t'q11;il 1c1 1hr: sum of: 

;1. rhr in'-lilt11inn·s reasonable current operating costs, including re-.ison::hle expcr,ses for 
npcr:ition :ind nwintcn:rnce of npprove<I services :ind facilities. rcasonabll" direct anc 
indirect c·xr0.nsf:'s for p.iti�n! care services. working capital necc!s :rnd taxes. if nn�': 

1>. fin:1nri;11 requirements for allowahle c:npi!al purro�r.s, including pricc-leve! 
cl"P rc·rial inn for depreciable assets an<! reasonable accu mu tat ion of fund. for npprove,: 
c:iritill projcr1s: 

1·. for in\'cstor-owncd institutions. nfter tnx return nn equi1�1 at the prrct!ntage equal !Cl 
J;·:11 1i111rs tile avr.ragr of rile rates of interest on special issues of public debt obl:gations
ic;:;1w<1 lo the Federal Hospital Insurance Trust Fund for tile months in n provider's 
,qwrting period. h111 not less. after taxes. than the rntP, or weighted averngc of rates. of 
int�n'sl honw hy the individual in.<:titution·s outstanding cnrital indchrednrss. Till' lJase to 
which tlH' rate of return determined shnll be applied is the total net nsscrs. adjusted hy 
par;1gr:111h :i.h. of this section, without deduction of outstanding capita! indebtedness of the 
indit·icJu;il inslitution for nssets required in providing institutional health care :-:crvices. 

President of the Sena1c 

Speaker of the I-louse of Delegates 

<..;ovcrnor 
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APPENDIX II 

VIRGINIA HEALTH SERVICES COST REVIEl'i COi'-lMISSION 

MEET D.'GS 

DJte 

November 6, 1978 

December 12, 1978 

January 18, 1979 

March 7, 1979 

April 25, El79 

June S, 1979 

JL_lly 2, 979 

August 1 ' 19 79 

September 5' 1979 

'ovember 8' 1979 

November 29, 1979 

December 20, 19 79 

Date 

December 12, 1978 

January 18, 1979 

PUBLIC HEARINGS 

34 

Attendance 

9 

8 

9 

8 

9 

9 

8 

7 

9 

9 

9 

6 

Subject 

Rules and Regulations 

Definition of Patient Day 



APPENDIX III 

RULES AND REGULATIONS 

On January 26, 1979, Rules and Regulations 
for the Virginia Health Services Cost Review 
Commission were adopted, promulgated and filed 
with the Virginia Register Committee, Division 
of Legislative Services. 

A subsequent change was made to the Rules 
and Regulations involving the definition of 
Patient Day. 

After further study and deliberation -
another section, (Section 8:00) was added deal
ing with confidentiality and dissemination of 
information. 
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RULES AND REGULATIONS 
FOR 11-IE 

VIRGINIA HEALTI-1 SERVICES COST REVIEW CO�r.lISSION 

RESUME OF NEW REGULATIONS 

PURSUANT: Chapter 1.1.1, Title 9, Code of Virginia (1950) as amended. 

AU11i0RIZATI0N: Chapter 26, Title 9, Code of Virginia (1950) as amended 

BASIS AND PURPOSE 
Chapter 26, Title ·9, Code of Virginia (1950) as amended, created 
the Virginia Health Services Cost Review Commission of nine members 
appointed by the Governor. The Commission established by regulation 
a uniform system of financial reporting �Y which health care institutions 
shall report their revenues, expenses, other income, other outlays, assets 
and liabilities, units of service and related statistics. The Commission 
shall undertake financial analysis and studies relating to health care 
institutions, publi$h and disseminate information relating to health 
care institutions' costs and charges, and prepare and make public summaries 
and compilations or other supplementary reports based on the information 
filed with or made available to the Commission. 
The purpose of the Commission is to aid in cost containment of health 
services to the consumers in the Commonwealth by determining the reasona
bleness of costs and charges. 

Rules and Regulations are being sent to health care institutions to 
facilitate orderly collection of information. 

SUMMARY DESCRIPTION 

Rules and Regulations as promulgated set forth an orderly administrative 
process by which the Commission may govern its own affairs and require 
compliance with provisions of Chapter 26, Title 9, Code of Virginia (1950) 
as amended. 

Section 1.00 gives general information; Section 2.00 defines terms used; 
Section 3.00 states the Commission's purpose and organization; Section 4.00 
covers voluntary cost review organizations; Section 5.00 deals with the 
contract with voluntary cost review organization; Section 6.00 covers 
filing requirements and fee structure and Section 7.00 covers the work 
flow and analysis. 

ESTIMATCD IMPACT 

The Virginia Health Services Cost Review Commission will be funded through 
fees from health institutions. There will be no net cost to the state. 
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RESULTS OF PUBLIC HEARINGS 

Two·prescntations were made at the first public hearing on December 12, 
1978; one from the Bureau of Insurance and the other by a representative 
of a third party payor. The comments dealt with increasing the flexibility 
of the Commission in choosing and contracting with the voluntary rate review 
organization and in making public its findings, and the lack in the regulations 
of input from third party payors. 

One presentation was made at the second public hearing on January 18, 1979, 
on the definition of "patient day" .. 

Each relevent suggestion was considered by the Commission. Over twenty changes 
to the rules and regulations were adopted. 

The definition of "patient day" was changed to the more uniformly accepted one. 
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EVENTS IN ADOPTION 

November 28, 1978 

December 12, 1978 

January 4, 1979 

January 18, 1979 

January 18, 1979 

January 26, 1979 

February 26, 1979 

Legal notice of public hearing published 

Public hearing held 

Legal nQtice of public hearing published 

Public hearing held 

Commission adopts Rules and Regulations 

Registration of Rules and Regulations with 
Virginia Register Committee 

Effective date of Rules and Regulations 
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COMMONWEALTH OF VIRGINIA 

RULES AND REGULATIONS 

of the 

VIRGINIA HEALTH SERVICES COST REVIEW COMMISSION 

1979 

Code of Virginia, 1950, as amended 
Chapter 26, Title 9 
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As authorized by Section 9-156 et seq., Chapter 26, Title 9, 
Code of Virginia, 1950, as amended, the Virginia Health Services 
Cost Review Commission has, in conformity with provisions of 
Chapter 1.1:1, Title 9, of the Code, adopted these Rules and 
Regulations. 

These are new regulations. 

Preliminary approval by the Commission granted November 6, 1978. 

Public Hearings were held December 12, 1978, and January 18, 1979 

in Richmond, Virginia. 

Adopted by the Commission January 18, 1979. 

Effective date: February 26, 1979. 

Copies may be obtained from: Virginia Health Services Cost 
Review Commission, Room 1019A Madison Building 109 Governor 
Street, Richmond, Virginia 23219 
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SECTION 1. 00 

1. 01

1. 02

1. 03

1. 04

1. 05

1. 06

GENERAL INFORMATION 

Authority for Regulations -- The Virginia Health 
Services Cost Review Commission, which is created 
by Chapter 26 of Title 9, Sections 9-156 through 
9-166, Code of Virginia (1950), as amended is
required to collect, analyze, and make public
certain financial data and findings relating to
hospitals which operate within the Commonwealth
of Virginia. Section 9-164 of the Code of Virginia
(1950), as amended, directs the Commission from
time to time to.make such rules and regulations as
may be necessary to ca�ry out its responsibilities
as prescribed in the above referenced Chapter.

Purpose of Rules and Regulations -- The Commission 
has promulgated these rules and regulations to set 
forth an orderly administrative process by which 
the Commission may govern its own affairs and 
require compliance with the provisions of Chapter 
26 of Title 9, Code of Virginia (1950), as amended. 

Administration of Rules and Regulations -- These 
rules and regulations are administered by the 
Virginia Health Services Cost Review Commission. 

Application of Rules and Regulations -- These rules 
and regulations have general applicability throughout 
the Commonwealth. The requirements of the Virginia 
Administrative Process Act, codified as Chapter 
1.1:1 of Title 9, Section 9-6.14:1, et seq., Code of 
Virginia (1950), as amended, applied to their 
promulgation. 

Effective Date of Rules and Regulations -- These 
rules and regulations or any subsequent amendement, 
modification, or deletion in connection with these 
rules and regulations shall become effective thirty 
'(30) days after the Commission has filed them in 
accordance with the Virginia Register Act. 

Powers and Procedures of Regulations Not Exclusive 
The Commission reserves the right to authorize any 
procedure for the enforcement of these regulations 
that is not inconsistent with the provisions set 
forth herein and the provisions of Chapter 26 of 
Title 9, Section 9-156 et seq, Code of Virginia 
(1950), as amended. 
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SECTION 7.00 

Work Flow and Analysis 

7.01 Annual Report 

7.02 Schedule of Charges and Projections 
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2. 01. 04 "Health care institution" means a general
hosp�tal, ord�nary hospital, or out-patient 
surgical hospital licensed pursuant to 
Chapter 15 of Title 32 (§ 32-297 et seq.) 
Code of Virginia (1950), as amended, and 
mental or psychiatric hospital licensed 
pursuant to Chapter 8 of Title 37.1 (§ 37.1-
179 et seq.) Code of Virginia (1950), as 
amended, but in no event shall such term 
be construed to include any physician's 
office, nursing home, intermediate care 

faci�ity, extended nursing care facility, 
nursing care facility or a religious body 
which depends upon prayer alone for 
healing, independent laboratory or out
patient clinic; 

2.01.05 "Voluntary cost review organization" means a 
nonprofit association or other nonprofit entity 
with a federally exempt tax status which has 
as its function the review of health care 
institution costs and charges but which does 
not provide reimbursement to any health care 
institution or participate in the administra
tion of any review process under Chapter 12.1 
of Title 32, Code of Virginia, P.L. 93-641, or 
P.L. 92-603 including the Statewide Health .
Coordinating Council, Department of Health and
any Health Systems Agency.

2. 01. 06 "Patient day" means a unit of measure denoting 
lodging facilities provided and services 

SECTION 3.00 

rendered to one inpatient, between census taking 
hour on two successive days. The day of 
admission but not the day of discharge or death 
is counted as a patient day. If both admission 
and discharge or death occur on the same day, 
the day is considered a day of admission and 
counts as one patient da� For purposes of filing 
fees to the Commission, newborn patient days 
would be added. For a medical facility, such as 
an ambulatory surgery center, which does not provide 
inpatient ser�ices each patient undergoing surgery 
during any one twenty-four (24) hour period will be 
the equivalent to one (1) patient day. 

COMMISSION PURPOSE AND ORGANIZATION 

3.01 Statement of Mission -- The Commission is charged with the 
the responsibility to promote the economic delivery of 
high quality and effective institutional health care 
services to the people of the Commonwealth and to create 
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SECTION 2.00 

DEFINITIONS 

2.01.01 "Aggregate cost" means the total financial 
requirements of an institution which shall 
be equal to the sum of; 

a. the institution's reasonable current
operating costs, including reasonable
expenses for operating and maintenance
of approved services and facilities,
reasonable direct and indirect expenses
for patient care services, working
capital needs and taxes, if any;

b. financial requirements for allowable
capital purposes, including price level
depreciation for deprecible assets and
reasonable accumulation of funds for
approved capital projects;

c. for investor-owned institutions, after
tax return on equity at the percentage
equal to two times the average of the
rates of interest on special issues of
public debt obligations issued to the
Federal Hospital Insurance Trust Fund
for the months in a provider's reporting
period, but not less, after taxes, than
the rate, or weighted average of rates,
of interest borne by the individual
institution's outstanding capital indebt
edness. The base to which the rate of
return determined shall be applied is the
total net assets, adjusted by paragraph
S.b. of this section, without deduction of
outstanding capital indebtedness of the
individual institution for assets required
in providing institutional health care
services.

2.01.02 "Commission" means the Virginia Health Services 
Cost Review Commission; 

2.01.03 "Consumer" means any person (i} whose occupation 
is other than the administration of health 
activities or the provision of health services 
(ii} who has no fiduciary obligation to a health 
care institution or other health agency or to 
any orga�ization, public or private, whose 
principal activity is an adjunct to the provision 
of health services, or (iii) who has no material 
financial interest in the rendering of health 
services; 
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a. Documentation sufficient to show that the
applicant complies with the requirements
to be a voluntary cost review organization:
including copies of its Commonwealth of
Virginia Charter, by-laws, and evidence of its
non-profit status. Full financial reports
for the one year preceding its application
must also be forwarded. If no financial
reports are available, a statement of the
projected cost of the applicant's operation
with supporting data must be forwarded.

b. If any of the organization's directors or
officers have or would have a potential
conflict of interest affecting the develop
ment of an effective cost monitoring program
for the Commission, statements must be
submitted with the application to fully
detail the extent of the other (conflicting)
interest.

c. A detailed statement of the type of reports
and administrative procedures proposed for
use by the applicant.

d. A statement of the number of employees of the
applicant inlcuding details of their class
ifications.

e. Any additional statements or information
which is necessary to ensure that the proposed
reporting and review procedures of the
appl\cant are satisfactory to the Commission.

4.02 Review of Application. 

4.02.01 Designation. Within forty-five calendar days 
of the receipt of an application for designation 
as a voluntary cost review organization, the 
Commission shall issue its decision of approval 
or disapproval. Approval by the Commission 
shall take effect immediately. 

4.02.02 Disapproval. The Commission may disapprove 
any application for the reason that the 
applicant has failed to comply with ap
plication requirements, or that the applicant 
fails to meet the definition of a cost review 
organization, or fails to meet the specifica
tions cited in paragraph 4.01 above concerning 
application contents or that the cost and/or 
quality of the institutional reporting system 
proposed by the applicant are unsatisfactory. 
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an assurance that the charges are reasonably related 
to costs. The Commission recognizes that health care 
institutional costs are of vital concern to the people 
of the Commonwealth and that it is essential for an 
effective cost monitoring program to be established 
which will assist health care institutions in controlling 
their costs while assuring their financial viability. 
In pursuance of this policy, it is the Commission's 
purpose to provide for uniform measures on a statewide 
basis to assist in monitoring the costs of health care 
institutions without sacrifice of quality of health care 
services and to analyze the same to determine if charges 
and costs are reasonable. 

3.02 Commission Chairman -- The Commission shall annually elect 
one of its consumer members to serve as chairman. The 
chairman shall preside at all meetings of the Commission 
and shall be responsible for convening the Commission. 

3.03 Vice-Chairman -- The Commission shall annually elect from 
its membership a vice-chairman who shall assume the duties 
of the chairman in this latter's absence or temporary 
inability to serve. 

3.04 Expense Reimbursement -- Members of the Commission shall 
be entitled to be reimbursed in accorance with State 
regulations for necessary and proper expenses incurred 
in the performance of their duties on behalf of the 
Commission. 

3.05 Additional Powers and Duties -- The Commission shall 
exercise such additional powers and duties as may be 
specified in Chapter 25, Title 9, Code of Virginia 
(1950), as amended. 

SECTION 4.00

VOLUNTARY COST REVIEW ORGANIZATIONS 

4.01 Application -- Any organization desiring approval as a 
voluntary rate review organization may apply for approval 
by using the following procedure: 

4.01.01 Open Application Period. A voluntary cost 
review organization may apply for designation 
as an approved voluntary cost review organiza
tion to be granted such duties as are prescribed 
in Section 9-162. 

4.01.02 Contents of Application. An application for 
approval shall include: 
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4.03 

4.04 

'1. \J:> 

4.02.03. Reapplication. An organization whose ap
plication has been disapproved by the Com
mission may submit a new or amended application 
to the Commission within fifteen calendar 
days after disapproval of the initial ap
plication. An organization may only reapply 
for approval on one occasion during any 
consecutive twelve-(12) month period. 

Annual Review of Applicant 

4.03.01 

4.03.02 

4.03.03 

By March 31 of each year, any approved vol
untary cost review organization for the 
calendar year then in progress which desires 
to continue its designation shall submit an 
annual review statement of its reporting 
and review procedures. 

The annual review statement shall include: 

a. Attestation by the applicant that no
amendments or modifications of practice
contrary to the initially approved
application have occurred; or,

b. Details of any amendments or mod
ifications to the initially approved
application, which shall include
justifications for these amendments or
modifications.

The Conunission may require additional in
formation from the applicant supporting that 
the applicant's reports and procedures 
are satisfactory to the Commission. 

Revocation of Approval. The Commission may revoke its 
approval of any cost review organization's approval 
when the review procedures of that organization are no 
longer satisfactory to the Commission or for the 
reason that the voluntary cost review organization 
could be disapproved under O 4.02.02. 

Confidentiality. A voluntary cost review organization 
approved as such by the Commission shall maintain the 
total confidentiality of all filings made with i� 
required by these regulations or law. The contents 
of filings or reports summaries and recommendations 
generated in consequence of the Commission's re-
gulations may be disseminated only to members of 
the Commission, the Commission's staff and the 
individual health care institution which has made the 
filings or which is the subject of a particular 
report. 
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SECTION 5.00 

5.01 

CONTRACT WITH VOLUNTARY COST REVIEW ORGANIZATION 

Purpose. It is the intention of the Conunission to 
exercise the authority and directive of Section 9-163, 
Code of Virginia (1950), as amended, whereby the 
Conunission is required to contract with any voluntary 
cost review organization for services necessary to 
carry out the Conunission's activities where this will 
promote economy, efficiency, avoid duplication of 
effort, and make best use of available expertise. 

5.02 Eligibility. In order for a voluntary cost review 
organization to be eligible to contract with the 
Commission it shall have met all other requirements 
of Section 4.00 relating to voluntary cost review 
organization and have been approved as such an 
organization. 

5.03 Contents of Contract. The written agreement between 
the Commission and any voluntary cost review organiza
tion shall contain such provisions which are not 
inconsistent with these regulations or law as may be 
agreed to by the parties. Any such contract shall be 
for a period not to exceed five years. 

SECTION 6.00 FILING REQUIREMENTS AND FEE STRUCTURE 

6.01 Filing Requirements for Health Care Institutions 

6.01.01 

6.01.02 

Each Health Care Institution shall file 
an annual report of revenues, expenses, other 
income, other outlays, assets and liabilities, 
units of service, and related statistics as 
prescribed in§ 9-158, Code of Virginia 
(1950) and as described and illustrated in 
the attached forms of the Commission, to
gether with the certified audited financial 
statements (or equivalents) as prescribed in 
§ 9-159, Code of Virginia (1950), no later
than 120 days after the end of the respective
applicable Health Care Institution's fiscal
year. Extensions of filing times may be
granted for extenuating circumstances upon
a Health Care Institution's written application
for a 30- to 60-day extension. Such request
for extension shall be filed no later than
90 days after the end of a Health Care
Institution's fiscal year.

Health Care Institutions shall file annually 
between 90 and 60 days before the beginning 
of their respective applicable fiscal year, 
a schedule of charges to be in effect on the 
first day of such fiscal year, as prescribed 
in§ 9-161D, Code of Virginia (1950), together 
with a projection (budget) of annual revenues 
and expenditures as prescribed in§ 9-161B, 
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Code of Virginia (1950), and as described 
and illustrated in the attached forms of 
the Commission. Any subsequent amendment or 
modification to the annually filed schedule 
of charges shall be filed at least 60 days in 
advance of its effective date, together with 
supporting data justifying the need for the 
amendment. (Changes in charges which will 
have a minimal impact on revenues are exempt 
from this requirement.) 

6.01.03. All filings prescribed ins 6.01.01 and 
6.01.02 above will be made to the Commission 
for its transmittal to any approved Voluntary 
Cost Review Organization described in 
Section 4.00. 

6.01.04 A filing fee on a per patient day rate to 
be set annually by the Commission, based 
on needs to meet annual Commission expenses, 
shall be paid to the Commission at the same 
time that the Health Care institution files 
its annual report under the provisions of 
6.01.01. All fees should be paid directly 
to the Commission. 

SECTION 7.00 WORK FLOW AND ANALYSIS 

7.01 The annual report data filed by Health Care Institutions 
as prescribed in§ 6.01.01 shall be analyzed as directed 
by the Commission. Summarized analyses and comments 
shall be reviewed by the Commission at a scheduled 
Commission meeting within approximately 75 days after 
receipt of properly filed data, after which these 
summaries and comments, including Commission recom
mendations, may be published and disseminated as 
determined by the Commission. The Health Care In
stitution which is the subject of any summary, report, 
recommendation or comment shall receive a copy of same 
at least 10 days prior to the meeting at which the 

7.02 

same is to be considered by the Commission. 

The annual schedule of charges and projections (budget) 
of revenues and expenditures filed by Health Care 
Institutions as prescribed in§ 6.01.02 of these re
gulations shall be analyzed as directed by the Com
mission. Summarized analyses and comments shall be 
reviewed by the Commission at a scheduled Commission 
meeting within approximately 75 days after receipt of 
properly filed data, after which these summaries and 
comments, including Commission recommendations, will be 
published and disseminated by the Commission. Amendments 
or modifications to the annually filed schedule of 
charges shall be processed in a like manner and re
viewed by the Commission no later than 50 days after 
receipt of properly filed amendments or modifications• 
Any Health Care Institution which is the subject of 

q.g



summaries and findings of the Commission shall be 
given upon request an opportunity to be heard 
before the Commission. 
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SECTION 8.00 PUBLICATION ANO DISSEMINATION OF INFORMATION RELATED TO .HEALTH CARE 
INSTITUTIONS 

8.01 The staff findings and recorrunendations a.nd related Commission decisions 
on individual health care institutions' annual historical data filings 
will be kept on file at the Commission office for public inspection. 
However, the detailed annual histo�ical data filed by the individual 
health care institutions will be excluded from public inspection in 
accordance with the provisions of §9-159-B, Chapter 26, Title 9, 
Code of Virginia. 

8.02 Periodically, but at lea$t annually, the Corrmission will publish a 
selected number of the most corrunon hospital rates and charges in 
effect as of a certain date in Virginia's health care institutions 
by type and size of institution and geographic area in Virginia. 
This rate and charge data will be kept on file at the Commission 
office for public inspection and made available to the news media. 
In addition, annual charge schedules and subsequent amendments to 
these schedules filed under the provisions of §6.01.02 of these 
rules and regulations will be kept on file at the Corrunission office 
for public inspection. Staff findings and recommendations and 
related Commission decisions on changes to health care institutions' 
rates and charges will also be kept on file at the Commi$sion office 
for public inspection and available to the news media. 

8.03 Periodically, but at least annually, the Corrunission will publish 
selected comparative· historical summary cost and revenue data by 
type and size of institution and geographic area ·in Virginia, as 
well as in total, without specific individual hospital identifica
tion. Said summaries will be distributed to the health care insti
tutions and be on file at the Commission office for public inspection. 

8.04 The staff findings and recommendations and related Corrunission 
decisions on individual health care institutions' annual budget 
and related rate filings will be kept on file at the Commission 
office for public inspection. However, the detailed annual budget 
data filed by the individual health care institutions will be ex
cluded from public inspection. 

8.05 The Commission may release historical financial and/or statistical 
data reported by Health Care Institutions to State or Federal Com
missions or Agencies based on individual, specific requests, and 
the merit of such requests. Requests must list the purpose for 
which the requested data is to be used to permit the Commissicn to 
reach a valid decision on whether or not the data requested will 
fit the need and should, therefore, be made available. Under no 
circumstances will data be released which contains "personal infor
mation 11 as defined in §2.1-379(2), Code of Virginia. 

8.06 The Commission shall not release prospective (budgeted) financial 
and/or statistical data reported by Health Care Institutions to 
anyone, except for the staff findings and recommendations as 
provided for in paragraph 8.04 above. 
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8.07 The provisions of paragraph 8.05 above will also apply to recognized 
and designated Health Systems Agencies (HSAs) and Professional 
Standards Review Organizations (PSROs) in the Commonwealth of 
Virginia, providing that the data requested have a definite bearing 
on the functions of these organizations. 

8.08 No data, beyond that specified in paragraphs 8.01 through 8.04 above 
will be released to other non-governmental organizations and entities, 
except that data deemed pertinent by the Commission in negotiations 
with Third-Party Payers such as Blue Cross/Blue Shield, Commercial 
Insurers, etc. Such pertinent data may be released and used on an 
exception, as needed, basis. 

8.09 Except for data specified in paragraphs 8.01 through 8.04 available 
to anyone, the Commission shall have a right to furnish data (or 
refuse to furnish data) based on merit of the request and ability 
to furnish data based on data and staff time availability. The 
Commission may levy a reasonable charge to cover costs incurred in 
furnishing any of the data described in this section of the Rules 
and Regulations. 
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APPENDIX IV 

Rate Review System Manual Revisions 

1. Quarterly cost and productivity screen updates:

January 1, 1979 
April 1, 1979 
July 1, 1979 
October 1, 1979 

2. Manual revisions implemented effective October 1, 1979:

a. Definition of "other operating" and "non
operating" resources, including donations,
grants, endowments and trust funds.

b. Establishment of an operating reserve.

c. Defining excess (deficiency) over financial
needs and operating reserve and application
of such excess or deficiency.

d. Established rules for application of depart
mental costs in excess of screen standards
and allowable variances .

3. Manual revisions in process:

a. Prospective accumulation of funds for ap
proved capital projects.

b. Rules for use of current and previously ac
cumulated funded depreciation for capital
expenditures.



NUMBER: 

TITLE: 

PURPOSE: 

APPENDIX V 

VIRGINIA HEALTH SERVICES COST REVIEW COMMISSION 

POLICY AND PROCEDURE 

1 

Changes and/or Additions to Program Manual 

To ensure thoughtful and adequate control over 
manual changes. 

APPROVED BY: Commission 

DATE: 1 - March 7, 1979 
2 - Revised June 5, 1979 

54 



VIRGINIA HEALTH SERVICES COST REVIEW COMMISSION 

POLICY/PROCEDURE NO. 
(Revised) 

POLICY 

A change and or addition to the manual may be proposed only by a Commission 
member. Suggestions for changes may be made by the Cost Analysis Service 
contract Staff, or the Rate Review Board to the Commission Chairman. 

A total of 5 affirmative votes (in person or by proxy) are required for 
final approval. 

PROCEDURE 

Step I: 

1. 

2. 

3. 

4. 

The proposed change/addition shall be presented in writing and in suf
ficient copies for all Commission members at a Commission meetin.g. 

The change/addition shall clearly indicate the part of the manuai to 
which it applies and any language to be deleted and/or added. 

The Chairman will allow discussion of the proposed change/addition.' 

Staff will mail to all members of the Commission and to the Cost 
Analysis Service contract staff copies of proposed change/addition 
after the meeting at which it was presented. 

5. CommissioA members will study the prop0sal in preparation for further
review and discussion at the next Commission meeting.

Ste;:i I I: 

1. At the next Commission meeting, the proposal will be reviewed and dis
cussed further by the Commission.

2. Testimony pertaining to the proposed change may be presented by repre
sentatives of interested parties.

3. Suggested changes and amendments to the proposal will be reviewed and
may be voted upon for incorporation.

4. Staff will mail amended/finalized version of the proposed c�ange(acditior.
to all members of the Commission and to the Cost Analysis Service con
tract Staff after the meeting. Commission �embers 1t1i 11 study the pro
posal in preparation for final action at the next Commission meeting.
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Step III:

1. After a final review and discussion, a final vote will be taken.

2. If proxy votes are required (see Policy), there may be no changes to
the proposal as mailed in Step II.

3. Proxy votes are submitted by indicating affirmative or negative,
signing and dating the copies mailed: at Step II.

4. Upon approval of a change/addition, it will be published as a change/
addition to the Rate Review Manual.
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APPENDIX Vl 

Rate Review 1979 Training Seminars 

March 28, 19 79 Charlottesville 67 

April 3 ' 1979 Hampton 62 

April s ' 1979 Roanoke 72 

April 10, 19 79 Manas:;as 36 

May 2 4, 1979 Psychiatric Hospitals (Richmond) 15 

June 13, 1979 Make-up Seminar (Richmond) 21 

Total participants 273 

57 



APPENDIX VII 
PROPOSED 

GOALS AND OBJECTIVES OF THE 

VIRGINIA HEALTH SERVICES COST REVIEW COMMISSION 

The goals of the Virginia Health Services Cost Review Commis
sion are to: 

1. "Promote the economic delivery of high quality and effective
institutional health care services to the people of the
Commonwealth," and

2. "Assure all purchasers of health care services that the
aggregate charges are reasonably related to aggregate costs
and that charges are equitable."

The objectives of the Virginia Health Services Cost Review Commis
sion are to: 

1. Promote effective budgeting by health care institutions.

2. Contain the rate of increases in health care costs in the
Commonwealth to the approximate increase being experienced by
other segments of the economy.

3. Assure that quality patient care is reasonably available in
the Commonwealth and that quality of care is not compromised
by cost containment activities.

4. Develope review mechanisms which provide for effective budget
review on an exception basis.

5. Promote voluntary compliance of the Commission's recommenda
tions and actions by the health care institutions of the
Connnonwealth.

6. Develope a public information program which provides informa
tion to the citizens of the Commonwealth regarding cost con
tainment activities.

7. Employ appropriate staff to effectively and efficiently re
view budget submissions.

8. Coordinate Cormnission activities with both health planning
and regulatory requirements to minimize compliance costs for
health care institutions.

9. Continually review legislative mandate and objectives of
Commission to determine their continued appropriateness.
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