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THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 561 5

| NTRODUCED BY TRI CH, RI CHARDSON, STElI GANER, BELARDI, TANGRETTI
THOMAS, DeLUCA, SCRI MENTI, ROBI NSON, DALEY, JOSEPHS, CARONE
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M CHLOVI C AND WOZNI AK, MARCH 15, 1993

REFERRED TO COW TTEE ON HEALTH AND WELFARE, MARCH 15, 1993
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AN ACT

Est abli shing the Health Services Cost Revi ew Commi ssion and
providing for its powers and duties; establishing financial
di scl osure and data coll ection procedures; creating rate
revi ew and approval procedures; authorizing hearings and
i nvestigations; allow ng rate changes; providing for appeals;
establishing user fees; and maki ng an appropriation.
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1 Section 12. User fees.

2 Section 13. Health Services Cost Review Fund.

3 Section 14. Appropriation.

4 Section 15. Effective date.

5 The General Assenbly of the Conmonweal th of Pennsyl vani a

6 hereby enacts as foll ows:

7 Section 1. Short title.

8 This act shall be known and may be cited as the Health

9 Services Cost Review Act.

10 Section 2. Legislative intent.

11 The General Assenbly finds and declares the following to be
12 the purposes of this act:

13 (1) To inprove access to health care services by

14 reduci ng the costs of providing health services.

15 (2) To establish a health services rate system based on
16 i nput costs and customary charges within the health care

17 i ndustry.

18 (3) To provide a systemwhere simlar services of

19 simlar hospitals cost about the sanme and the charges
20 patients pay for services relates to the actual costs of
21 provi de those services.
22 (4) To establish a health services rate systemt hat
23 ensures that all hospitals have sufficient revenues to neet
24 their cost obligations and continue to provide excellence in
25 heal th care.
26 Section 3. Definitions.
27 The foll ow ng words and phrases when used in this act shal
28 have the nmeanings given to themin this section unless the
29 context clearly indicates otherw se:
30 "Conmi ssion." The Health Services Cost Review Conm ssion
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"Council." The Health Care Cost Contai nnent Council.

"Fund." The Health Services Cost Review Fund created under
section 13.

"Hospital." An institution having an organi zed nedi cal staff
which is engaged primarily in providing to inpatients, by or
under the supervision of physicians, diagnostic and therapeutic
services for the case of the injured, disabled, pregnant,

di seased or sick or mentally ill persons. The term i ncl udes
facilities for the diagnosis and treatnment of disorders within
t he scope of specific nmedical specialties, but not facilities
caring exclusively for the nentally ill and drug or al cohol

i npati ent detoxification. Further, the termdoes not include a
facility which is operated by a religious organization for the
pur pose of providing health care services exclusively to

cl ergyman or other persons in a religious profession who are
menbers of a religious denom nation or a facility providing
treatment solely on the basis of prayer or spiritual neans.

"Hospital services." Services |lawfully provided by a
hospital on an inpatient or outpatient basis, or hospice
services that woul d substitute for inpatient or outpatient
servi ces.

“Insurer.”™ An entity subject to any of the follow ng:

(1) 40 Pa.C.S. Ch. 61 (relating to hospital plan
corporations) or 63 (relating to professional health services
pl an corporations).

(2) The act of May 17, 1921 (P.L.682, No.284), known as
The | nsurance Conpany Law of 1921.

(3) The act of Decenber 29, 1972 (P.L.1701, No.364),
known as the Heal th M ntenance Organi zation Act.

(4) The act of Decenber 14, 1992 (P.L. , No.134), known
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as the Fraternal Benefit Societies Code.
Section 4. Health Services Cost Review Comm Ssion

(a) Establishnent.--The Health Services Cost Review
Commi ssion is hereby established as an i ndependent conmm ssi on.

(b) Menbership.--The conm ssion shall consist of seven
menbers; three appointed by the Governor, one appointed by the
President pro tenpore of the Senate, one appointed by the
Speaker of the House of Representatives, one appointed by the
Mnority Leader of the Senate and one appointed by the Mnority
Leader of the House of Representatives.

(c) Qualifications.--Each nenber shall be interested and
have expertise in the problens of health care. No com ssion
menber may be a nenber of the General Assenbly. No conm ssion
menber appoi nted by a nenber of the General Assenbly nay have
any connection with the managenent or policy of any hospital. O
the Governor's three appointees, two shall have a connection
wi th the managenent or policy of a hospital.

(d) Tenure and vacanci es. - -

(1) Except as provided in this section, the termof a
menber shall be four years.
(2) The ternms of initial menbers shall begin on July 1,

1993, and are staggered with expiration dates as foll ows:

(i) The Governor's appoi ntees: one on June 30, 1994,
and two on June 30, 1997.

(ii) The appointees of the President pro tenpore of
the Senate and of the Speaker of the House of
Representati ves: June 30, 1995.

(ti1) The appointees of the Mnority Leader of the
Senate and the Mnority Leader of the House of

Representati ves: June 30, 1996.
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(3) At the end of a term a nenber shall continue to
serve until a successor is appointed.

(4) A nenber who is appointed after a term has begun
shall serve only for the rest of the termand until a
successor i s appointed.

(5) A nenber who serves two consecutive four-year terns
may not be reappointed for four years after conpletion of
t hose terns.

(e) Oficers.--Annually, the comm ssion nenbers shall sel ect
a chairperson and vice chairperson fromanong its nmenbership.

(f) Executive director.--Wth the approval of the Governor,
t he comm ssion shall appoint an executive director, who shal
serve as the chief admnistrative officer of the comm ssion. The
executive director shall serve at the pleasure of the
conmi ssion. Under the direction of the conm ssion, the executive
director shall performany duty or function that the comm ssion
requires and shall hire additional staff as considered
necessary.

(g) Quorum neetings and conpensati on. - -

(1) A nmjority of the full authorized nmenbership of the
commi ssion shall constitute a quorum However, the conmm ssion
may not act on any matter unless at |east four nenbers in
at t endance concur.

(2) The conm ssion shall neet at least six tinmes a year
at the times and places that it determ nes.

(3) Each nmenber of the comm ssion is entitled to
rei nbursenent for travel and other expenses that are
necessary to performofficial duties.

Section 5. Powers and duti es.

(a) GCeneral powers.--In addition to the powers otherw se
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1 provided in this act, the comm ssion may:

2 (1) Promulgate regulations to adm ni ster and enforce

3 this act.

4 (2) Create conmttees fromanong its nenbers.

5 (3) Appoint advisory conmttees, which may include

6 i ndi vidual s and representatives of interested public or

7 private organi zations.

8 (4) WMake agreenents with a grantor or payor of funds,

9 property or services, including an agreenent to make any

10 study, plan, denonstration or project.

11 (5) Publish and give out any information that is not

12 al ready conpiled and rel eased by the council that relates to
13 the financial aspects of health care and is considered

14 desirable in the public interest.

15 (6) Subject tothe limtations of this act, exercise any
16 ot her power that is reasonably necessary to carry out the

17 pur poses of this act.

18 (b) General duties.--In addition to the duties set forth

19 elsewhere in this act, the comm ssion shall:

20 (1) Adopt rules and regulations that relate to its

21 nmeeti ngs, mnutes and transactions.

22 (2) Keep mnutes of each neeting.

23 (3) Annually prepare a budget proposal that includes the
24 estimated i ncone of the comm ssion and proposed expenses for
25 its adm nistrati on and operati on.

26 (4) Wthin a reasonable tine after the end of each

27 hospital's fiscal year or nore often as the comm ssion

28 determ nes, prepare fromthe information filed with the

29 conmmi ssi on any sumrary, conpilation or other supplenentary
30 report that will advance the purposes of this act.
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(5 On or before July 1 of each year, subnmt to the
Governor, to the Secretary of the Senate and to the Chief
Cerk of the House of Representatives an annual report on the
operations and activities of the conmm ssion during the
precedi ng fiscal year, including:

(1) A copy of each sunmary, conpilation and

suppl enentary report required by this act.

(i1i) Any other fact, suggestion or policy
recommendati on that the conmm ssion considers necessary.

(c) Deadlines for reports.--The comm ssion shall set
deadlines for the filing of reports required under this act. The
commi ssion shall promul gate regul ati ons that inpose penalties
for failure to file a report as required. The amount of any
penal ty under this subsection may not be included in the costs
of a hospital in regulating its rates.

(d) Records.--Except for privileged nedical information and
as prohibited by confidentiality requirements of State |law, the
conmmi ssi on shall nake:

(1) Each report filed and each sumrary, conpilation and
report required under this act available for public
i nspection at the office of the comm ssion during regular
busi ness hours.

(2) Each summary, conpilation and report available to
any nmenber of the General Assenbly or to any agency upon
request.

(e) Contracts.--The comm ssion may contract with a
qual i fied, independent third party for any service necessary to
carry out the powers and duties of the comm ssion. Unless
perm ssion is granted specifically by the conm ssion, a third

party hired by the comm ssion may not rel ease, publish or
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1 otherw se use any information to which the third party has

2 access under its contract.

3 Section 6. Financial disclosure and data collection.

4 The conmm ssion shall study the data coll ected by the Counci
5 and determine if additional information is required to be

6 collected fromhospitals to conplete the requirenents of this
7 act. If the conmm ssion determnes additional information is

8 necessary, the comm ssion shall have the authority to coll ect
9 this information fromall hospitals and shall establish

10 reporting requirenments with which hospitals nust conply.

11 Section 7. Review and approval of hospital rates.

12 (a) Rate review ng power.--The comr ssion may revi ew

13 hospital rates and nmake any investigation that the conm ssion
14 considers necessary to assure each purchaser of hospital

15 services that:

16 (1) The total rates charged for all hospital services
17 of fered by or through a hospital are reasonabl e.

18 (2) The aggregate rates of the hospital are rel ated

19 reasonably to the aggregate costs of the hospital.
20 (3) The rates are set equitably anong all purchasers or
21 cl asses of purchasers w thout undue discrimnation or
22 pr ef er ence.
23 (b) Rate approval power.--The comm ssion has the power to
24 approve or disapprove hospital service rates. To carry out its
25 powers under subsection (a), the comm ssion may review and
26 approve or disapprove the reasonabl eness of any rate that a
27 hospital sets or requests. A hospital shall charge for services
28 only at a rate set in accordance with this act. In determ ning
29 the reasonabl eness of rates, the comm ssion may take into

30 account objective standards of efficiency and effectiveness. In
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1 determning the reasonabl eness of rates for clinic services of a
2 hospital, the comm ssion may consider the rates for simlar

3 services provided in nonhospital settings located in the sane

4 county as the hospital.

5 (c) Rate accounting.--The conm ssion shall use any

6 reasonable, relevant or generally accepted accounting principles
7 to determ ne reasonable rates for each hospital

8 (d) Alternate rate-setting nmethods.--To pronote the nost

9 efficient and effective use of hospital services and, if it is
10 in the public interest and consistent with this act, the

11 conm ssion nay pronote and approve alternate nmethods of rate

12 determ nation and paynent that are of an experinmental nature.

13 Section 8. Rate review and approval procedures.

14 (a) Conpilation of information.--To have the statistical

15 information needed for rate review and approval of a hospital's
16 rates, the comm ssion shall conpile all relevant financial and
17 accounting information, including information already conpil ed
18 by the council. The information shall include the follow ng:

19 (1) Necessary operating expenses.
20 (2) Appropriate expenses that are incurred as bad debt
21 and in providing charity care.
22 (3) Incurred interest charges.
23 (4) Reasonabl e depreciation expenses that are based on
24 t he expected useful life of property or equipnent.
25 (b) Definition of regulated rates.--The comm ssion shal
26 define by regulation the types and classes of rates that my not
27 be changed, except as specified in section 10.
28 (c) Conpilation of rate structures.--The conm ssion shal
29 obtain fromeach hospital its current charge schedul e and each

30 later change in the schedule that the conmm ssion requires.
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(d) Certain rates to be permtted.--In reviewing rates or in
considering a request for change in rates, the conm ssion shal
permt a hospital to charge rates that, in the aggregate, wll
produce enough total revenue to enable the hospital to neet
reasonably each requirenment specified in this act.

(e) Executive sessions.--Except as otherw se provi ded by
law, in reviewing rates or considering a request for changes in
rates, the comm ssion nmay not hold executive sessions.

(f) Financial status.--The comm ssion shall:

(1) Review for reasonabl eness and certify the rates of
each hospital
(2) Keep infornmed as to whether a hospital has enough
resources to neet its financial requirenents.
(3) Concern itself with solutions if a hospital does not
have enough resources.
(4) Assure each purchaser of hospital services that:
(i) The total rates charged for all hospital
services offered by or through a hospital are reasonabl e.
(i1i) The aggregate rates of the hospital are rel ated
reasonably to the aggregate costs of the hospital
(1i1) Rates are set equitably anong all purchasers
or classes of purchasers of services w thout undue
di scrim nation or preference.

(g) Uniformaccounting and financial reporting system --

(1) After public hearings and consultation with any
appropriate advisory conmttee and the council, the

commi ssion shall adopt by regulation a uniformaccounting and

financial reporting systemthat:

(1) Includes any cost allocation nethod that the

conmi ssi on det erm nes.
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(1i) Requires each hospital to record its incone,
revenues, assets, expenses, outlays, liabilities and
units of service.

(2) Each hospital shall adopt the uniform accounting and
financial reporting system

(3) In conformng with this act, the conm ssion may
all ow and provide for nodifications in the uniformaccounting
and financial reporting systemto reflect correctly any
di fferences anong hospitals in their type, size, financial
structure or scope or type of service.
(h) Required reports of hospitals.--

(1) At the end of the fiscal year for a hospital at
| east 120 days following a nerger or a consolidation and at
any other interval that the comm ssion sets, the hospita
shal | file:

(1) A balance sheet that details its assets,
l[iabilities and net worth.

(ii) A statement of incone and expenses.

(ti1) Any other report that the comm ssion requires
about costs incurred in providing services.

(2) The conm ssion shall require each hospital to give
t he conm ssion information that:

(i) Concerns the total financial needs of the
hospi t al

(i1i) Concerns its current and expected resources to
nmeet its total financial needs.

(3) A report under this section shall:
(i) Bein the formthat the conm ssion requires.
(ii) Conformto the uniformaccounting and financi al

reporting system adopted under this section.
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Section 9. Hearings and investigations.

(a) GCeneral rule.--In any matter that relates to the cost of
services in hospitals, the comi ssion may:

(1) Hold a public hearing.

(2) If the comm ssion considers a further investigation
necessary or desirable to authenticate information in a
report that a hospital files under this act, and nay nake any
necessary further exam nation of the records or accounts of
the hospital in accordance with the regul ations of the
commi ssi on.

(3) Require the filing of any information.

(4) Subpoena any w tness or evidence.

(5) The exam nation under this section nmay include a
full or partial audit of the records or accounts of the
hospital that is provided by the hospital or perforned by the
staff of the commi ssion or a third party for the conmm ssion.
(b) GQaths.--The executive director of the comm ssion may

adm ni ster oaths in connection with any hearing or investigation
under this section.
Section 10. Change of rate structures or charges.

(a) Filing of notice.--A hospital may not change any rate
schedul e or charge of any type or class defined under section 8
unl ess the hospital files with the comm ssion a witten notice
of the proposed change that is supported by any information that
t he hospital considers appropriate. Unless the conm ssion orders
otherwise in conformty to this section, a change in the rate
schedul e or charge is effective on the date that the notice
speci fies. That effective date shall be at |east 30 days after
the date on which the notice is filed.

(b) Public hearing authorized. --
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(1) Conmi ssion review of a proposed change may not
exceed 150 days after the notice is fil ed.

(2) The conmi ssion nmay hold a public hearing to consider
t he noti ce.

(3) If the comm ssion decides to hold a public hearing,
t he commi ssi on:

(1) Wthin 65 days after the filing of the notice,
shall set a date, tinme and place for the hearing.

(i1i) My suspend the effective date of any proposed
change until 30 days after conclusion of the hearing.

(4) If the comm ssion suspends the effective date of a
proposed change, the comm ssion shall give the hospital a
witten statenent of the reasons for the suspension.

(5) The conm ssion nay:

(i) Conduct the public hearing wthout conplying
with formal rules of evidence.
(i) Alowany interested party to introduce

evi dence that relates to the proposed change, i ncluding

testinmony by w tnesses.

(c) Tenporary change authorized.--The conm ssion nmay permt
a hospital to change any rate or charge tenporarily if the
commi ssion considers it to be in the public interest. An
approved tenporary change becones effective inmediately on
filing. Under the review procedures of this section, the
commi ssion pronptly shall consider the reasonabl eness of the
t enpor ary change.

(d) Partial approval of proposed change.--1f the comm ssion
nodi fi es a proposed change or approves only part of a proposed
change, a hospital, without losing its right to appeal the part

of the comm ssion order that denies full approval of the
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proposed change, may:

(1) Charge its patients according to the decision of the
commi ssi on.

(2) Accept any benefits under that decision.

(e) Refund of funds collected pending delay or appeal.--1f a
change in any rate or charge increase becones effective because
a final determnation is del ayed because of an appeal or
ot herwi se, the comm ssion may order the hospital to do the
fol | ow ng:

(1) Keep a detailed and accurate account of funds
recei ved because of the change and the persons from whom
t hese funds were coll ect ed.

(2) As to any funds received because of a change that
|ater is held excessive or unreasonable, to refund the funds
with interest or if a refund of the funds is inpracticabl e,
to charge over and anortize the funds through a tenporary
decrease in charges or rates.

(f) Conmi ssion decision in contested case.--A decision by
t he comm ssion on any contested charge under this act shal
conply with the 2 Pa.C.S. (relating to adm nistrative | aw and
procedure), and shall be only prospective in effect.

(g) Incentives for nerger or consolidation.--

(1) |If considered to be in the public interest, the
commi ssion shall provide incentives for nmerger, consolidation
and conver si on.

(2) Notwi thstanding any of the provisions in this
section, on notification of a nerger or consolidation by two
or nore hospitals, the conm ssion shall review the rates of
those hospitals that are directly involved in the nerger or

consolidation in accordance with the rate revi ew and approval
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procedures provided in section 8 and the regul ati ons of the
commi ssi on.

(3) The conm ssion nay provide, as appropriate, for
tenporary adjustment of the rates of those hospitals that are
directly involved in the nerger or consolidation, closure or
delicensure in order to provide sufficient funds for an
orderly transition. These funds may incl ude:

(1) Allowances for those enpl oyees who are or woul d
be di spl aced.
(i1i) Alowances to permt a surviving institution in

a nmerger to generate capital to convert a closed hospital

to an alternate use.

(i) Agreenents to allow retention of a portion of
the savings that result for a designated period of tine.
Section 11. Appeals.
(a) Right to appeal.--Any person aggrieved by a final
deci sion of the conm ssion under this act nmay take a direct
judicial appeal. The appeal shall be nade as provided for
judicial review of final decisions under 2 Pa.C.S. (relating to
adm ni strative |law and procedure).
(b) Parties.--An appeal froma final decision of the
conmi ssi on under this act shall be taken in the nane of the
person aggrieved as appellant and agai nst the comm ssion as
appel l ee. The conmi ssion is a necessary party to an appeal at
all levels of the appeal. The conmm ssion may appeal any deci sion
that affects any of its final decisions to a higher |evel for
further review On grant of |eave by the appropriate court, any
aggrieved party or interested person may intervene or
participate in an appeal at any |evel.

(c) Standing for hearings and appeal s.--A person, governnent
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agency or insurer that contracts with or pays a hospital for
hospital services has standing to participate in conm ssion
heari ngs and shall be allowed to appeal final decisions of the
commi ssi on.

Section 12. User fees.

(a) GCeneral rule.--The comm ssion shall assess and coll ect
user fees fromhospitals to cover the costs of operating the
commi ssi on.

(1) User fees shall be sufficient to cover the costs
associated with data collection and rate review

(2) User fees shall be collected annually and assessed
as foll ows:

(i) On the basis of this Cormonwealth's total annual
adm ssions at hospitals.

(i1i) Each hospital shall be assessed a rate
concurrent to its ratio of this Conmonwealth's total
annual adm ssions at hospitals.

(3) The conm ssion shall assess each hospital on or
before April 30 of each year

(b) Paynment.--On or before July 1 of each year, each
hospi tal assessed under this section shall make paynent to the
commi ssion. The conm ssion shall make provision for parti al
paynents. Any bill not paid within 30 days of an agreed paynent
date nay be subject to an interest penalty to be determ ned by
t he conmi ssi on.

Section 13. Health Services Cost Review Fund.

(a) Creation.--There is hereby created in the General Fund a
nonl apsi ng restricted recei pt account to be known as the Health
Services Cost Review Fund. Fees under section 12 shall be

deposited in the fund. Mneys in the fund are hereby

19930H0561B0612 - 16 -



© o0 N oo o A~ wWw N P

N
= O

appropriated to the conmm ssion.

(b) Data collection.--The fund shall be used exclusively to
fund the data collection and cost review activities of the
conmi ssi on.

Section 14. Appropriation.

The sum of $400, 000, or as nuch thereof as nay be necessary,
is hereby appropriated to the Health Services Cost Review
Commi ssion for the fiscal year July 1, 1992, to June 30, 1993,
to carry out the provisions of this act.

Section 15. Effective date.

This act shall take effect in 60 days.

B8L40BI L/ 19930H0561B0612 - 17 -



