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DuWayne Johnsrud
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The Problem: In 1987, the use of Capitol Expenditure Review and the Hospital Rate Setting

Commission were terminated. These health services regulatory safeguards were vital to insuring
accountability in the health care industry.
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X

3 ‘
1 AN Act ..; relating to: establishing a hospital rate—setting commission and

Do

hospital rate-setting council; setting hospital rates; creating a program to

3 review hospital capital expenditures and other activities of hospiiﬁ;}naking

4 _ appropriations;@ting rule-making authority;}and providing penalties.

Analysis by the Legislative Reference Bureau
HOSPITAL JXATE-SETTING  , (tommi $87 ~)
X ~ , This bill creates a hospital rate-setting commlssmx}ét ached to the department
\(\%}/\ of administration (DOA).a . .
P& The bill also creates a hospital rate-setting chbuncil in DOA. The council

consists of 11 members each appointed for staggered €-year terms. The bill spe(:lﬁes
that the members shall include all of the following:

1. Three individuals nominated by the Wisconsin Health and Hospital
Association.

v
2. One physician nominated by the State Medical Somety of Wisconsin.
3. One individual nominated by the largest service insurance corporations.

4. One individual nominated by the Wisconsin division of the Health Insurance
Association of America.

5. One individual who is a registered nurse and nominated by the Wisconsin
X Nurses Association.

’ Sfj\ > CAPITAL}(XPENDITURE yiEVIEW /I‘ROGRAM RH= £z
The billrequires a person to receive approval from

and/fam,l—ysemwbefore doing any of the followmg

g e o o g ——— - - —_— - Y
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1. Obligating by or on behalf of a hospital a capital expenditure in excess of
$1,000,000 or, if the purpose of the capital expenditure is to convert a hospital to a
new use or to renovate all of part of a hospital, in excess of $1,500,000.

2. Implementing an organ transplant program, burn center, neonatal intensive

care program, cardiac program, or air transport services or adding psychiatric or
chemical dependency beds.

3. . Purchasing or otherwise acquiring a hospital.

4. Constructing or operating an ambulatory surgery center or a home health
agency.

The bill creates an exemption from the approval requirements for the following
activities:

1. Any project that has been agreed upon in a legally enforceable contract prior
to the effective date of the bill.

2. Any obligation by or on behalf of a hospital for heating, air conditioning,
electrical systems, telecommunications, computer systems, or nonsurgical
outpatient services that is not a component of another project that requires DHFS
approval if the obligation is not more than 20% of the hospital’s gross annual patient
revenue for its last fiscal year.

3. Any project that DHFS determines is for the research, development, and
evaluation of innovative medical technology, the development of clinical applications
of the technology, or the research, developmentJ and evaluation of a major
enhancement to existing medical technology.

The bill reqijires a person who intends to undertake a project or activity that
is subject to DHP’S approval to publish a notice describing the project or activity and
to conduct a lic hearing on the proposed project or activity. The bill also requires
DHFS to @)publish a notice or receipt. of an application for review of the project or
activity. DHFS must also conduct a public meeting upon the request of an affec
party to review projects or activities for which an application for approval has been
filed. If an applicant is adversely affected by a decision of DHFS, the applicant may
petition for judicial review of the decision. -An approval issued under the bill is valid
for one year from the date of issuance.. DHFS may grant one extension of up to six
months for each approval.

Finally, the bill requires DHFS to adopt a state medical facilities plan at least
once every three years. The plan must include a description of the state hospital
system and identify any needed or surplus hospital beds.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

v
SECTION 1. 15.105 (27) of the statutes is created to read:

15.105 (27) HOSPITAL RATE-SETTING COMMISSION. There is created a hospital

rate—setting commission, which is attached to the department of administration

&
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SECTION 1

v

under s. 15.03. No member of the commission may have a financial interest in a

hospital, as defined in s. 5(33 (2). Any member of the commission who voluntarily

assumes a financial interest in a hospital shall vacate the office. Any member of the

commission who involuntarily assumes a financial interest in a hospital shall divest

himself or herself of the office within a reasonable time or shall vacate the office.
SECTION 2. 15.107 (18) of the statutes is created to read:

v/
15.107 (18) HOSPITAL RATE-SETTING COUNCIL. There is created in the department

covacy
of administration a hospital rate—setting MHMAQO}{ The council shall consist of 11

members appointed for staggered 4—year terms, who shall represent a balance of
economic, provider, scientific, government, and consumer viewpoints. No more than
3 members may be state employces. The council shall include all of the following:

' v

(a) Three members nominated by the Wisconsin Hospital Association.

v
(b) One member who is a physician and nominated by the State Medical Society

of Wisconsin.
v

(¢) One member nominated by the largest service insurance corporations
licensed under ch. 613. The size of a service insurance corporation shall be based on
premium volume as reported in the most recent Wisconsin insurance commissioner’s
report on business.

(d) One member nominated by the Wisconsin division of the Health Insurance
Association of America.

W
(e) One member who is a registered nurse and nominated by the Wisconsin

Nurses Association.
SECTION 3. 20.005 (3) (schedule) of the statutes: at the appropriate place, insert

the following amounts for the purposes indicated:
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SECTION 3

2001-02 2002-03
v

20.438 Hospital rate-setting commission

(1) HOSPITAL RATE SETTING

(a)  General program operations GPR A - —0- —0-
(g)  Assessments 1 UI;I& PR A —0- —0-

SECTION@)GE)ASS of the statutes is created to read:

20.438 Hospital rate-setting commission. There is appropriated to the
hospital rate—setting commission for. the following programs:

(1) HOSPITAL RATE SETTING. (a) Gen;al program operations. The amounts in
the schedule for hospital rate—setting activities under subch. III 6? ch. 150.

(g) Assessments. The amounts in the schedule for hospital rate-setting
activities under subch. ﬁI of ch. 150. All moneys received under s. 15‘6.67 and 2001
Wisconsin Act .. (this act), sectio"nshall be cred1ted to this appropriation.

wnar outo-ref Y&

SECTION 5. 49. 45 (3) (e) 11. of the statutes is created to read: |

49.45 (3) (e) 11. Notwithstanding subds. 1. to 10., the department may
authorize the hospital rate—svt'atting commission to determine the rate of

reimbursement for services provided under the medical assistance program in the

v v/
manner specified under subch. III of ch. 150.

WEeet A58 —— ;

19

)

a0

22
23

24

SECTION 6. 50.36 (1) of the statutes is amended to read:

50.36 (1) The department shall promulgate, adopt, amend,and enforce such
rules and standards for hospitals for the construction, maintenance,and operation
of the hospitals deemed necessary to provide safe and adequate care and treatment
of the patients in the hospitals and to protect the health and safety of the patients

and employees; and nothing contained herein shall pertain to a person licensed to
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SECTION 6

practice medicine and surgery or dentistry. The building codes and construction
standards of the department of commerce shall apply to all hospitals and the
department may adopt additional construction codes and standards for hospitals,
provided they are not lower than the requirements of the department of commerce.

Except for the construction codes and standards of the department of commerce and

v/
except as provided in s- ss. 50.39 (3) and 150.61 to 150.68, the department shall be

the sole agency to adopt and enforce rules and standards pertaining to hospitals.

3246 9116 (5); 1997a 175; 1999 a.

SE:.CTION 7. 146.37 (1g) of the statutes is amended to read

146.37 (1g) Except as provided in s. 153.85, no person acting in good faith who
participates in the review or evaluation of the services of health care providers or
facilities or the charges for such services conducted in connection with any program
organized and operated to help improve the quality of health care, to avoid improper
utilization of the services of health care providers or facilities or to determine the
reasonable charges for such services, or who participates in the obtaining of health
care information under ch. 153 or in hospital rate-setting activities under S\lﬁ)ch. III
of ch. 150, is liable for any civil damages as a result of any act or omission by such
persén in the course of such review or evaluation. Acts and omissions to which this
subsection applies include, but are not limited to, acts or omissions by peer review
committees or hospital goverr‘ling-r bodies in censﬁring, reprimanding, limiting or
revoking hospital staff privileges or notifying the medical examining board or
podiatrists affiliated credentialing board under s. 50.36 or taking any ofher

disciplinary action against a health care provider or facility and acts or omissions by
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SECTION 7

1 a medical director, as defined in s. 146.50 (1) (j), in reviewing the performance of

2 emergency medical technicians or ambulance service providers.

5H50nl 87510796231 981 T 37T, 1983 4. 27, TO85 220032000 FmI85-0m340, 1987137399 T8I T TUZ 199 T T 17571999196,
SECTION 8. Subchapter I (#ifla) of chapter 150\]precedes 150.61] of the

4 statutes is created to read: /——"‘7@
5 CHAPTER 150

6 \ SUBCHAPTER I,
HOSPITAL RATE SETTING AND CAPITAyéPENDITURE REVIEW

150.61 Definitions. In this subchapter:

150.71 Approval required. (1) Beginning on the effective date of this éection

10 .... [revisor inserts date], no person may do any of the follow.ing unless the person
‘ v
11 applies for and receives the department’s approval as specified under this
12 subchapter:
v v
13 (a) Except as provided in s. 150.713 and subject to sub. (2), by or on behalf of
14 a hospital, obligate for a capital expenditure more than $1,000,0000, unless the
15 capital expenditure is to convert a hospital to a new use or to renovate part or all of
16 a hospital.
e v .

17 (b) Except as provided in s. 150.713 and subject to sub. (2), by or on behalf of
18 a hospital, obligate for a capital expenditure more than $1,500,000 to convert a
19 hospital to a new use or to renovate part or all of a hospital.

@ (c) Implement an organ transplant program,/burn center,/meonatal intensive

G

(21 care program, icardiac program, or air transport services or add psychiatric or
22 chemical dependency beds.
23 (d) Purchase or otherwise acquire a hospital.

24 (e) Construct or operate an ambulatory surgery center or a home health agency.
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50"

(2) The cost of studies, surveys, plans, and pther activities essential to a
proposed capital expenditure specified under gffy((a) or (b) shall be included in
determining the value of the capital expenditure. A capital expenditure includes a{y
donation of equipment or facilities that, if acquired directly, would be subject to
review under this subchapter and ar\1§7 transfer of equipment or facilities for less than
fair market value that, if transferred at fair market value, would be subject to review

under this subchapter.

150.713 Exceptions. (1) A person who has, prior to the effective date of this
subsect‘i,on .... [revisor inserts date], entered into a legally enforceable contract,
proﬁise, or agreement to do any of the activities specified in s. 150.71 (1), is not
required to apply for or receive the department’s approval under this subchapter to
do any of the activities agreed to in the contract, promise, or agreement.

(2) A person may obligate for a capital expenditure, by or on behalf of a hospital,
without first obtaining the department’s approval under this subchapter, not more
than 20% of the hospital’s gross annual patient revenue for its last fiscal year if the
expenditure igfor heating, air conditioning, ventilation, clectrical systems, energy
conservation, telecommunications, computer systems, or nonsurgical outpatient

v/
services and is not a component of another project specified in s. 150.71 (1).

(3) A person who receives an exemption from the department unucqer s. 150.7\;5
is not required to apply for or receive the department’s approval to obligate a capital
expenditure on behalf of a hospital or to make a substantial change in a health
service as specified in the exemption.

150.715 Iﬁnovative medical technology exemption. (1) In this section:

(a) “Clinical trial” means clinical research conducted under approved protocols

in compliance with federal requirements that are applicable to investigations
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SECTION 8

involving human subjects, including the requirements for an informed consent
advising the patient clearly of the risks associated with participating in the clinical

research.

v

(b) “Innovative medical technology” means equipment or procedures that are
potentially useful for diagnostic or therapeutic purposes and that introduce new
technology in the diagnosis and treatment of an illness.

(2) The departn‘lént may grant any person who intends to undertake a capital

" expenditure of more than $500,000,or who intends to make a substantial change in

P

a health service}an exemption from the requirements of s. 15.6.7 1 if the person meets
all of the following requirements: |

(a) The capital expenditure or substantial change in a health service is for the
research, development, and evaluation of innovative medical technology, the
development of clinical applicétions of the te'chnOIng, or the research, development,
and evaluation of a major enhancement to existing medical technology. |

(b) The person submits an application for an exemption to the dep’aﬁment.

(c) The person demonstrates that, prior to applying for an exemption,
preliminary animal studies or preliminary clinical investigations establish that the
innovative medical technology or major enhancement to existing medical technology

has a reasonable probability of advancing clinical diagnosis or therapy.

(d) In developing and evaluating the clinical applications of the technology or

~research, the person uses scientifically sound studies to determine clinical efficacy,

v

safety, cost—effectiveness, and appropriate utilization levels in a clinical setting.
(e) The person conducts the clinical trials, evaluation, or research according to

scientifically sound protocols that are subject to peer review and approval and meets
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SLCIION 8

the requirements that are applicable to investigations and clinical evaluation
involving human subjects. "

(f) The innovative medical technology will be used to conduct necessary
research, development, and evaluation.

(g) The person does not include any recovery of capital expenses that are
incurred as part of the capital expenditure or substantial change in a health service
exempted under this section in the expense and revenue budget for purposes of rate
setting under ss. 150.61 to 15‘6.68 until after the person receives the approval of the
federal food and drug administration and the department for general medical use of
the innovative medical techl;olo.gy or major enhancement to existing medical
technology. The person may recover operating expenses only after the federal food
and drug administration approves the expenses for safety and efficacy and a third
party agrees to pay for the expcenses.

(3) No more than 2 exemptions may be gran;ced under this section for each type
of innovative medical technology and major enhancement to existing medical
technology.

150.717 Notification requirement. A person who intends to undertake an
activity specified in s. 150\.{71 (1) shall notify the depar"clr'nent in writing at least 30
days prior to submitting an application for review. An application expires one year
from the date the applicant notiffes the depﬁ?tment under this section unless the

v
department declathe application complete as provided under s.150.719 (1).

0\ <« /
150. Rev1ew requirements. (1) The department’s review of an apphcatlon
begins on the date that a completed application is received. On or before the 20th -
day of the month{immediately follo the receipt of a completed application, the

department shall send a notice of receipt of the completed application to the
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SECTION 8
applicant and shall publish a class 2 notice under ch. 985 in a daily newspaper with
general circulation in the area where the proposed activity will be located. No
application for review that is received from a hospitél is complete until the
commission receives a proposed capital bﬁdget under s. 156.73.

(2) The departmgnt méy gfou;; applications for the same or similar types of
facilities or services or for activities that are‘ proposed within the same health
planning area, as defined by the department under s. 1&)’?33 (1), for concurrent
review. The department shall base its review under this sub‘s/ection on a comparative
analysis of the applications, using the criteria specified in s. 150.72 and a ranking
of priorities determined by the depart‘r/nent. In reviewing an application, the
depar“c?nent shall first consider cost containment in applying the criteria under s.
150.72‘/ (1) and shall also consider the comments of any affected parties. The
department shall promulgate. rules specifying the requirements for review under
this subsection.,

150.72 Review criteria. (1) - No application for an activity specified in s.
150.71 (1) (a\/) to (e) may be approved by the department unless the applicant proves

by a preponderance of the evidence that each of the following criteria has been met

or does not apply to the activity: y

(a) e activity is consistent with the state medical facilities plan adopted
v

under s.{150.733.

(b) A need for the activity, as determined by current and projected utilization,
exists.
(c) The activity will efficiently and economically use resources, including

financing for capital investment and operating expenses, when measured against

alternative use of resources.
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SECTION 8

(d) The applicant has sufficient cash reserves and cash flow to pay operating
and capital costs.

(e) Increases in operating and capital costs that will result from the éctivity are
reasonable, including the direct charge to the consumer, the applicant’s projected
request for rate increases under ss. 150.61 to ﬁ0.67 , and the charges to be paid by
medical assistance and disability insurers. In considering whether the increases are
reasonable, the department shall consider the’ analysis provided by the commission
under sub\./(2).

(f) Financing for the activity is available at market rates.

(g) Health care personnel ne(?ded to provide the proposed services are available
and will be effectively used.

(h) Proposed construction costs are consistent with industry averages.

(i) Any proposed expansion and construction or renovation alternatives are
éost—effective.

() The activity is consistent with efficiency standards and criteria.

(k) The applicant is participating in a utilization review program that is
applicable to a statistical sampling of all hospital patients regardless of payment
source, tNat requires public disclosure of all review data in a form useful to the
department but protects the identities of individual patients and health care

/ .
professionals, and that is conducted by persons who are free of any substantial

conflict of interest.

(L) The applicant has prepared a plan to provide health care to low—income

individuals)and the department has approved the plan.
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3

(2) The commission shall determine the effect of any rate change the applicant
has requested on the applicant’s activity and provide a report to the depa\I{cment no
later than 45 days after the department receives a completed application.

150.723 Review process. (1) Upon the request of an affected party, the
department shall hold a public meeting to review activities for which an application
for review has been received. All affected parties may present testimony at the public
meeting. The department shall keep minutes or other record of testimony presented -
at the public meeting.

(2) (a) The department shall issue an initial finding to approve or reject the
application no later than 75 days after the date on which the noﬁce under s. 15‘0/.7 19
(1) is published unless the applicant consents to an extension of this period. The
department may not require substantial modifications of any project as a condition
of approval without the applicant’s consent. The départment shall submit the initial
finding to the applicant. Unless the applicant makes a timely request for a hearing
under sub. (3), an initial finding issued under this subsection shall be considered a

final action.

v

(b) Notwithstanding par. (a), the department may extend the review period of
all projects being reviewed concurrently for 60 days if the department finds that
completing the review within the 75—&/ay time period under par. (a) is not practical
due to the number of applications under review.

(8) (a) Ifan applicant’s application is rejected, the applicant may request a
public hearing to review the department’s initial finding if the applicant submits a
request for the hearing in writing no later than 10 days aftex“ the department issues
the initial finding or the applicant may ihitiate a hearing under s. 257.42. The

departn\l/ent shall commence the hearing no later than 30 days after the date on
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which a timely request for the hearing is received unless all parties consent to an

extension of the period.

v
(b) Except as provided in s. 227.42, ss. 227.43 to 227.50 do not apply to hearings

under this subsection. The department shall promulgate rules specifying all of the
following:

1. Procedures for scheduling hearings under this s‘ubsection.

2. Procedures for conducting hearings under this subsection, including
methods of presenting arguments, cross—examination of Witnessee,and submission
of exhibits.

3. Procedures following the completion of a hearing under this subsection,
including the establishment of time limits for issuance of a decision.

4. Standards relating to ex parte communication in hearings under this
subsection.

5. Procedures for reconsideration and rehearing.

(¢) The department shall issue all decisions in writing.

(d) Each applicant has the burden of proving, by clear and convincing ex}idence,
that the department’s initial ﬁnc‘l/ing was arbitrary and capricious, contrary to law,
or contrary to the weight of the evidence on the record when considered as a whole.

150.725 Judicial review. An applicant adversely aﬁ‘ected by a decision of the
department under s. 150. 7‘63 (3) may petition for judicial review of the decision under
s. 227. 52 The scope of Jud101a1 review shall be as provided in s. 227 S’Band the record
before the reviewing court shall consist of all of the following:

(1) The application and all supporting material received prior to the

department’s initial finding issued under s. 150.723 (2) /

(2) The record of the public meeting held under s. 150.723 (1).
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(3) The department’s analysis of the activity and the activity’s compliance with
the criteria specified in s. 150.\'/7. 2 (1).

(4) The record of the hearing held under s. 150.7/23 (3). Y

(5) The department’s decisions and analysis issued under s. 150.723 (2) or (3).

150.727 Validity and conténLts of an approval. (1) An approval is valid for>
one year from the date of issuance. The department may grant one extension of up
to 6 months for each approval.

(2) Each approval shall specify the maximum capital expenditure that may bé
obligated for an activity.

(3) Each approval shall include the proposed timetable for implementing and
completing the project and, for the 3—year period following completion of the activity,
the activity’s depreciation and interest schedule, any required staff, the proposed per
diem rate needed to pay capjtal costs, and the proposed per diem rate needed to pay
operating costs.

150.73 Capital budget reporting. Beginning January 1, 2003, each hospital
shall annually, by January 1, submit to the department a proposed capital budget for
the 5—year period that begins on July 1 of the year in which the proposed budget is
submitted. The budget shall specify all anticipated capital expenditures for
activities specified in s. 150.71 (1) (a) to Ec/) and (e) and all anticipated application
dates.

150.733 State medical facilities plan. (1) The department shall adopt a
state medical facilities plan at least once every 3 years that includes a description

of the state hospital system and identifies any needed or surplus hospital beds. Each

plan, except the initial plan adopted under this subsection, shall also include a

.
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1 description of néeded and surplus health services and any other comments the
2 department determines are useful.
3 (2) The department may not approve an application for any activity that
4 requires the addition of hospital beds that would exceed the number of beds
5 authorized by the state medical facilities plan for the acute care service area where
6 the project would be located. The department shall promulgate rules to define an
7 acute care service.
8 SECTION 9. 153_06‘ of the statutes is repealed.
9 SECTION 10. 165.;1/() of the statutes is repealed.
10 SECTION 11. 230.08 (2) (migiof the statutes is created to read:
11 230.08 (2) (mp) One staff director of the hospital rate-setting commission,
12 created under s. 15.10‘2 @27).
13 SECTION 12. 632.75 (5) of the statutes is amended to read:
14 632.75 (5) PAYMENTS FOR HOSPITAL SERVICES. No insurer may reimburse a
15 hospital for patient health care costs at a rate exceeding the rate established under
16

17

- Y - 1981 c. 304. e s. 3202 (27); 1987 a. 27
SECTION 13. Nonstatutory provisions.

18

19 (1) INmmIAL APPOINTMENT OF MEMBERS OF THE HOSPITAL RATE-SETTING COMMISSION.

20 Notwithstanding the length of terms specified for the members of the hospital |

v
21 rate-setting commission under section 15.105 (27) of the statutes, as created by this
22 act, the initiallmembers shall be appointed for the following terms:
23 (a) One member for a term expiring on March 1, 2005.

24 (b) One member for a term expiring on March 1, 2007.
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1 (c) One member for a term expiring on March 1, 2009.
2 (2) INITIAL APPOINTMENT OF MEMBERS OF THE HOSPITAL RAT;—SETTING COUNCIL.
3 NotWit.hstanding-the length of terms specified for the members of the hospital
4 rate—setting council under section 15.107 (‘1/8) of the statutes, as created b‘}{this act,

5 the initial members shall be appojnted for the following terms:

6 (a) The members specified under section 15.107 (18)\/(a) of the statutes, as

7 created by this act, for terms expiring on July 1, 2003.

8 | (b) The members speciﬁed under section 15.107 (18.) (b) and (d) of the statutes,

9 as created by this act, and the mémbers not specified in section 15.107 (18) (a) to (e)
10 of the statutes, as created by this act, for terms expiring og July 1, 2005.

\§
(c) The members specified under section 15.107Ec) and (e) of the statutes, as

A

{
\(\%L 2 created by this act, for terms expiring on July 1, 2007.

\U 1ﬁ 2002

SEcTION 14. Effective date.,

/
@ (1) This act takes effect on January 1, or on the day after publication,

15 whichever is later.

16 © (END)
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January 1541997 — Introduced by Senators DECKER, MOEN, WINEKE and RISSER, ™.

cosponsored by Representatives Bock, SPRIN#ER, NOTESTEIN, BOYLE, R. POTTER
and WooD.\Referred to Committee on Health, Human Services, Aging,
Corrections, Vaterans and Military Affadrs.

1 AN ACT t0 repeal 20.155 3)44); to anrend 49.49 (2) (¢) 1., 49.74, 50.36 (1), 146.37

2 (1g), chapter 196 (title), 196.01 (intro.) and 632.75 (5); and to create 20.155 (3),
3 49.45 (3) (e) 11., }53.05 (4n), subchapter I (title) okchapter 196 [precedes 196.01]
4 and subchapfer II of chapter 196 [precedes 196.991]f the statutes; relating
5 td: reguiring the public service commission to establish aximum hospital
6 ratgs, providing an exemption ﬁ'om emergency rule procedur granting
7 rule-making authority, making an appropriatiqn and providing a penal®y

\ Andlysis-by the-Legistc R ence Beroer
CTider curre IV the—pubh ervice—coT 1o PSG)—is—penerally
esponsible-for Tegulating publicwkilitiesdrrthis-statéy Thik Billektends MaPSC
~regllaborylpeweT) to cover rate sesting for hospitals. /The bill requires the o set
maximum rates that a hospital may charge for services. Under the bill, a hdspital
may-request rate changes according to a schedule created by the part of the
raté%éhange review procedure, the hospital must publish a notice of review stating

the process by which interested persons may become parties to the review. The
hospital must also submit to the W8l its proposed financial requirements. The

financial requirements inclqumwaM Jb tha J&ﬂmmn (IK
1. Necessary operating expenses.

2. Interest expenses on debt incurred for capital or operating costs.

Cominuetia
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3. Costs of medical education.

4. Costs of services, facilities and supplies that organizations related to the
hospital by common ownership or control supply.

5. Unrecovered costs from private parties who fail to pay the full charge for

services provided. CorV W VUNANAAND
WW%O

6. Fees assessed by the r other regulatory agency. 9
apital requirements. Covnmunrients

1. The need to reduce the rate of hospital cost increases while preserving the

quality of health care. :

2. Cost-related trend factors based on nationally recognized economic models.

3. Special circumstances of rural and teaching hospitals.

The WWllis authorized under this bill to disallow certain costs and revenues in

determining its rate recommendation. Communit 6
Under the bill, if the hospital does not accept the W{aﬁecommendations, the

hospital must request a settlement conference between its representatives and the

€ hospital may request an informal hearing before the P@@O The mayBl___
@ity conduct a formal hearing instead of an informal hearing. If a formal hearing :
is held, the]PRMmust issue at the end of the hearing its order establishing maximum (o A
rates for the hospital’s year under review. If an informal hearing is held, th
must issue its order within 50 days after the date on which the hospital requested
the hearing. S

This bill authorizes hospitals to increase rates selectively if the aggregate
increase in its rates does not exceed the amount authorized by the The hospital
must, prior to increasing rates, explain to the PBits method in applying the
increase and allow the)#8 working days to determine if the aggregate incre

ying the increase, and the hospital fails to modify its method as recommended
g E%theWmay challenge the method in circuit court. 117
Kixcept urlder certain circumstances, this bill prohibits the & /from redu cing
rates prior to the date of the scheduled succeeding review or during the succeedin
review. The bill also prohibits the WRBE[from directly interfering with the
patient—physician decision—making relationship, directly controlling the volume or
intensity of hospital utilization;, or directly restricting the freedom of a hospital to
exercise management decisions in complying with rates established by the

i ; ' ¢ € Swith Al exceptions, 1 i

owing proposed projects:

3. An expénditure in excess of $500,000 madeb¥ or on behalf of a spigg/
independept practitioner, limited Wability compefy, partnership, unincofpora,
medical group or service corporati@{n for clinical medical equipment.

.(end o wwd’]
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Under current law, no person fnay lease or acquire an ownership or controlling
interest in a hospital or system of Jiospitals that is owned by a nonprofit corporation,
a city, a county, the state, or th¢ University of Wisconsin Hospitals and Clinics
Authority without first receiving approval of the Attorney Feneral, office of the
commissioner of insurance, andfDHF} if the lease or acquisition results in one
person owning or controlling more than 49% of the hospital or hospital system or

results in at least a 20% change in ownership or control of the hospital or hospital
system.
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Section #. 50.35 of the statutes is amended to read:

50.35 Application and approval. Application for approval to maintain a hospital shall be made
to the department on forms provided by the department. On receipt of an application, the department
shall, except as provided in s. 50.498, issue a certificate of approval if the applicant and hospital
facilities meet the requirements established by the department. Except as provided in s. 50.498, this
approval shall be in effect until, for just cause and in the manner herein prescribed, it is suspended
or revoked. Tﬁe certificate of approval may be issued only for the premises and persons or govern-

mental unit named in the application and is not transferable or assignable. The-department-shati—

O U . -
E xcept ) ﬂ-e.u S poiwm et
-eawept@ provided in s. 50.498, etherwise/may not withhold, suspend or revoke approval unless for
a substantial failure to comply with ss. 50.32 to 50.39 or the rules and standards adopted by the
department after giving a reasonable notice, a fair hearing and a reasonable opportunity to comply.

Failure by a hospital to comply with s. 50.36 (3m) shall be considered to be a substantial failure to

comply under this section.

History: 1975 c. 413 ss. 4, 18; Sfats. 1975 s. 50.35; 1989 a. 37; 1997 a. 93, 237.

kenneda(Irbunx12) Fri-Dec—28-2001  9:47 am
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expepdifure li meapathe imum

cxperdityres-thal m eapp nd
( ‘;“C prbe 'rOJct” eqns a propose\capited expenditurenthat” exceqd

3 0001‘,1 e pulpos€ of veavertingto a ndw use or renovating part-or 2o

5 ' hogpita) - aprepastd-Ctapids axpendi Q f_oxCToeds™$ Q060
: m V\oepl m\ vote = .Q_H mc%/
@ m “Commission” means tha%%ﬁg commission.
{7 {
@ i ) “Consumer price index” has the meaning given in s. 16.004 (8) (e) 1.
No’mnﬂ\s\m\d.m%? s. 150,011, v
\{/b :Ew A@ospltal” has the meaning given in s 50.33 (2), except that “hospital” does

v
9 . not include a center for the developmentally disabled, as defined in s. 51 01 (3).

A‘% “Rates” means individual charges of a hospital for the services that it

@ provides or, if authorized under%\ﬁﬂﬁﬁ\{%he aggregate charges based on case

12 mix measuremen(t\sA/E.@—\ b‘(’j’ »&5
(50,
@ 4964998 / Prospective rate setting. ( Beginning on July 1,( 5 the
pw)so\i\ub
14 commission shall edgbl} ek yeela At maximum ates on a

T‘UZ.LC/YYWY\\%%A(‘/Y‘\ mcw eVl e T eV 8 ey od o j}ufs;%f
prospective basis. The commission shall publish biennial reports gidwiirig ity Mkl

et in e o G~
/( proceedingngeMeﬁanomamon necessary to describe the rate of hospital cost

17 increases and the financial condition of hospitals.

- - S .
@ W/Requests for J/\ate change/e/ (1)/ ommission
@éﬂbumm O\ LM gmz)rmﬁ ol
24 schedule allowing each hospltal to request re hanges annua l}éon or after the date

.'4 _l)o D
25 ;
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a review of the hospital’s rates and revise|the rat nitiative or at the
who i )
request of any person] W(Mn good cause A hospital may submit a rate
request on or after the sohoiited datqsS @ 9 the CWHW "D

No 10GA Yihon
(2)(?@\'};{]/&(10 days after @dsubmlts a rate request under sub (1){ the hospital
atnospited COMMAALGT

-shall publish a class 1 notice %nder ch. 985. If th hbs;eﬁtdlxﬁaﬂ‘s o_gubnrieateate.

A
‘ Vv
rRQUestBy-thedath schedulfm a review under sub. (1) the commission shall
no \ada Yhan
publish a clasg 1 netice under ch. 985 Mfﬁﬂﬂ){lO days after the date scheduled for the 7 "
, ‘ undan U0

rocess by which(interested persong'may become iAB.to the review. (A person ma
P (Ap y

o Poaky nolatie

become a party to the review only by notifying the commission in writing W/éo =

days after the date the notice is pubhshed o rat chasr %e«) Yoo

ke 0— hoSpt tal 42
3) /( Eé\g‘h hosp1tal shall submit roposed financial re u1rements ) dawr
m cwnmlssm\ﬂv Nty %g%ab
nformatmn

that the commission determmes is necessary to parform\its Responatbititiesimith.
ond

monitu*

Waws he oo e ot sl Ay
e hospied " and other mgm:@m[ﬂm@
%%WWW corporate affiliate that generate financial requirements
¥y povida

of Whospital WA AGAN shall also #Addderto the commission financial or other \

statistical 1nformat10n related to the financial requirements that the comm1ss1on

determines is necessary to MM}WMJM@MQ Aﬁ'ates

(4) The commission may require hospitals to conform with a uniform reporting

system.
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(5) The commission shall ef&;&ﬁlj’%ﬁﬂgﬂ‘regulaﬂy publish a list of the 25 most

H@Q@Vﬂy used charge elements for hospitals. Thoo

Mﬁ}gms Flnanclalw' fs. &) /F'inancial requirements Wf/ WW\
/( O Lnder 3,860,622 (3) d

‘ sabeorequest shall 1nclud%§\ ol %m fllooin

(a) Necessary operating expenses, including wages, employé ;ringe benefits,

purchased services, professional fees, repairs and maintenance, dietary and medical

supplies, pharmaceuticals, utilities, insurance, standby costs/@nd applicable taxes.

A ros el oy \ne,\u.d»b N r\o,uwaaf\tj o@uouhnﬁ

to
( ny amount, treRrRsen ingAble aonod )@embers of a religious
Cooud. Hu amountI weal
order or other organized religious group rW&W@Wﬁ fac tually paid to_
L
members wlowd grdap and M‘M@fequwalent to the amounts paid to
hos
@ ﬁmploy for similar work. The commission may not use previously accumulated
12 depreciation of capitalized assets to offset operating expenses.
13

(b) Interest expenses on debt incurred for capital or operating costs. Interest

payments on debts incurred for capital costs shall be offset by income earned on

p

a

25 h

investments unless the income is assigned by the donor.

VWW
Finouncia\ rewmm Snadl nclude

( golcnlpting the interest expense on debt incurred for capital costs

Abtu— i sale ) - MP‘@

U@Q,
ts afler sale-and revaluati fhe de%t ﬁb{ptyflot
Lrefred

exceed the revalued price of the hosp1tal as W%n sub. (4).

(¢) Direct and indirect costs of medical education, allied educatlog,\and research

[ﬂ'\o& oI

rograms(approved by the comm1ss1on%&feﬁﬁtm&thakfﬂé\mvsm{easonable

nd necessary to maintain the quality of theu\ programsy Bosis_under this,
Loaas any

p%rMM@Wlb@:(cmhon scholarships, endowments, gifts, grants)and
similar sources of revenu% e ot 40 cuvech by The W\T&D

(d) Costs of services, facilitie\gj\and supplies that organizations related to the

ospital by common ownership or control furnish to the hospital. These costs shall
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be: calculated as the charge of the furnishing organization, but may not exceed a
reasonable am(;u\nt in relation to the price of comparable services, facilitie§) or
supplies that could be purchased elsewhere.

(e) Unrecovered costs from private parties who fail to pay the full charge for
care provided, uﬁless the hospital fails to maintain sound credit and collection
policies to minimize theh costs.

(f) Fees assessed by the commission or other regulatory agencies.

(g) Operating fund working capital requirements. In this paragraph, “working
capital requirements” means capital in use to operate the hospital at a level sufficient
to avoid unnecessary borrowing, including cash, accounts receivable, inventory and
prepaid expenses less accounts payable and accrued interest. Working capital
requlrements shall be calculated independently of available funds, as defined in par.
(1) 1 ( M@M\;@W\dﬁﬂ e dfllcdladdd based on the net change in
the estimated year—end balance of the hospital’s year under review, compared to the
year—end balance of the hospital’s prior fiscal year, for the following accounts:

1. Cash.

2. Accounts recei_vable.

3. Inventories.

4. Prepaid expenses.

5. Trade accounts payable.

6. Accrued interest payable.

(h) An amount necessary to establish and maintain a contingency fund in cash
and investments equal to 2% of the budgeted gross revenue for the hospital’s year
under review. The hospital shall use c'ash and investments to establish and maintain

. . A
its contingency fund and shall use the fund to 1@%\& S\une ected expenses. The
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commission may review any expenditure of contingency funds in a prior year that
requires restoration in the hospital’'s year under review for reasonableness,
consistent with the nature of the unexpected expense.

(i) Capital requirements, calculated as the greater of historical, straight-line
depreciation of plant and equipment or the cost of proposed capital purchases as
offset by available funds, plugdebt retirement expenses, prospective accumulatiog

and capitalized interest. In this paragraph'

. “Available funds” 1nc1udes cash: and investments that are not ass1gned by the

- donor and are available to meet capital needsmw does not include

operating fund working capital requirements, prospective accumulations that are
authorized by the commission, donor-restricted or creditor—restricted funds, grants,

irement expenses,\or the amounts

disallowed under s (b). commission may authorize prospective ‘/,7 /
| Mot el ARRUVEAL 0(/752/ 5. 190,
accumulations if a gppMAl projec%as lending re%fements that necessitate such an
\ W(’ M e
accumulation or(# eI interest costs‘by borrowing, or if financial needs of a

hospital occur because of balloon payments. The comiisgion may also autho

dw
. . : . 7/(/
prospective accumulations to finance a WM pI'Q]eC%lf the cost of the\bﬁpyﬁaﬂs prOJ ject ?

equals or exceeds 25% of the hospital’s gross patient revenue for the current fiscal

year, the hospital has subm\ittcd a 3—year capital expenditure plan to the commissiog/\

and the department indicates that the W project is consistent with the projected

needs of the community.
2. “Capital purchases” includes minor remodeling and the purchase of
equipment, land, land improvement%@nd leasehold improvements.

3. “Depreciation” means the rational allocation of the historical cost of

capitalized assets throughout theff useful W l (% ﬂ\o}{“ WA

\eyes
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4. “Prospective accumulation” does not include funds that exceed the cost of the

capital project for which the funds are accumula_ted cod) th;w

W\UT‘YS and ’MD\‘%MH s der
(G) The amount by which estlmate mey’goyefhwb\gwsm@eys ch. 4 7 ]

4 actual . rm oy Cmdr
\1’9.6/999/(\1%4\2(\) excee actua paymen s Ayt
7/ cthonige o b‘d" axa)osc 1245
(k) f ,Finanmal incentives, ﬁhe commlssmn ML’E&M\M@H@J o 1885
S dctumind
for efficiently operated hospitals. WA o
S, 160 G4
(2) Hospitals may collect revenue from sources other than patients, including (/> (_503J

(/9.5

ot
gifts and grants, investment incom%\or income from activities{incidental to patient

9
10

11

care. Revenues from endowment funds or donor—restricted gifts to provide services
for designated patients shall offset the cost of those services. No revenue from
general endowment fuﬁds or unrestricted gifts may be used to offset operating
expenses except that revenue from these funds or gifts may be used to offset interest

expenses. Revenues received to finance special projects or wages paid to special

project employep shall offset the cost of patient services. Revenues from meals sold
Phaanvnad caahtal s

to visitors or employgs fromw sold to persons who are not patients, from the
operation of gift shops or parklng 1ots/f)r from the provision of telev12%ad1os or

telephones to patients shall offset the cost of these service YeAbike\ba\th@ Jitpitatiom
that the amount of revenue offset from any of these services may not exceed the cost

of the service.

(3) Purchase discounts, the amount by/whlch ac(’fzilal payments by government
150

payers exceed estimated payments under s. (106899 (1) (a)/\and allowances and

refunds of expenses shall be subtracted from the ecalculation of financial .
EYS 17O

requirements unde{W\/% Revenues from invested funds shall also be subtracted

from the calculatlon of financial requirements but may not offset an amount that

41/'3@5.&5% ¢ PAC{KL&( 'W\(I\' YY\M)C %ww& W’V

W 3, 180710 ) ora Yrt domsy” v oy

S ndundud W Yol cad Mcu/w%
o V\prhaM) frand c& M%W?M

exceeds the hospital’s interest expenses A2
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(4) After the sale of a hospital, the commission may calculate depreciation
under sub. (1) based on a revaluation of the hospital’s plant and equipment @\y(\/afmé‘r

to determine its reasonable value. The revaluation shall be based on appraisals

conducted bymndent appraisers, one of Whom shall be selected by the hospital
ol o ’Cul

C

review _and evaluate each hospital’s propo sed financi

GIn r?NUuu)VQ ond. evaluatim +

'."'»;;\a A vakiety, of Slan@s {
go,) ) ‘

/{ @ The need to reduce the rate of hospital cost increases Whlle preserving the cons\ cUM

LoIMiSsior Shadl

quality of health care in-all parts of the state and taking into account the financial |

Viabilit%of economically and efficiently operated hospitals.
Comparisons with prudently administered hospitals of similar size or
~providing similar services that offer quality health care with sufficient staff. In

classifying hospitals according to size and services, the commission shall consider

hospit
pcglf
/( @) A variety of cost—related trend factors based on nationally or regionally

recogL oﬁed economlc models.

X N spe01al c1rcumstances of rural hospitals and teaching hospitals.
e

%2} m past budget and rate experiences of the hospital MWUM\@&;
- 2115 0.6l

@&; Findings of the utilization review program under s. WS) concerning

the hospital that submits the rate request. CZ}

1
14
@ volume, intensity,and educational programs and special services provided by
pan
16

W AY { After reviewing a hospital’s proposed

financial requirements, the commission may disallow any of the following:
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1 (a) Costs as&ociated with medical services that a utilization review program
\E0 WY
@ under s @ﬁ%@&g determines are medlcally unneg:egf %rﬁf fﬁfm;
B xq,plrw\/p/km/tdnd.% 3wt L,y 40 Poggpeectnt e
@ (b) (Povty Dercent,of the amount by Whlch patient revenue generated by the

4 hospital during its previous fiscal year exceeds 104% of the hospital’s budgeted . e dL

DAD C
@ patient revenue for that year, if the hospital’s annual gross patient revenuefis less Mgﬂg -
. 150, )
@ than $5,000,000, 3d; - i n 8 or exceeds 102% of the o

7 hospital’s budgeted patient revenue for that year, if the hospital’s annual gross
. 208 adyusted w8, 1%0. w8
patient revenuefequals or exceeds $5 000,000

2o & i e
; The commission shall,/bj(/?aﬂl’m/( Wbabljzshl a procedure under which hospltgs whose
variable costs exceed 65% are subject to a lesser disallowance undel;( e
11 {c) Rate overcharges of the hospital that occurred in a prior year and for which
12 payers have not been reimbursed.
13 (d) The amount by which incremental expenses that are associa ted with the

ot muat b ofecsedh. tnder S, J&5. 7LD
@ cost of a pr‘mect[ xceed 105% of the expenses projected in the hospital’s

@ _application for approval of the W project. This paragraph does not apply if any

16 of the following applies:
17 1. The hospital demonstrates to the satisfaction of the commission that the
excess was due to conditions beyond its control.

2. The excess occurs more than 3 years after completion of the WW project.
(e) Costs that the commission determines M\Mlﬂﬂﬁ are unreasonable.

WegA—__ datiarnin %)ﬁ |

® WMM){W@)@ excess1Vj/ In whe |

WO.gAs 1A

W;Yﬁu_pztm under this paragraph, the commission shall consider the wage levels Abive.

¥fcbiMafhospitals located in a relevant geographic area surrounding the hospital
/(il - ta0gc. Lovt D et (&)
that submitted the rate request as well ag W\hospltals similarfsize or[prow diFte

1 Ze) .

s1m11ar_serv1ces. In addition, the commission shall consigler the hospital’s ability to
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attract adequate staff and the wage trends in nonregulated, related sectors of the

Wﬁwmjeconomy Y

(g) ounts paid for services regulated under s. 111.18 (2) (a) 1.

% (a) After reviewing the hospital’s financial requirements and rate request,
. e comnunpgioms
the commission staff shall suggest any disallowances authorized under sub. (¥) and

o
shall submltﬁm)@l‘te recomme tlon/éé the hospital and commissijon. If icovdidars.
(‘ o gt mwmﬂg@d bg ﬂu CW’SSI ory 41011
t

hethospital prepssat aff shall
2 Lag r5d m\w’w
whgat—faete -uu-—"~--1~PTT—';-~(Q>.----—I-—--'\.. \-;-;--.4,--1\\ ghall _sthm alterfiate
S OV K O L Cleca MFVLM e

“re‘u_' D Vn O AlDoS 1 gl 3

b/

@m%®®~

11 (b) 1. Except as provided in subd. 2 the commission staff shall submit its
N no oy thanm
recommendations under par. (a) \Dz‘iihm 60 days after the date that review
v 150
commences under s. W(l), even if the commission staff determines that the.
14 data provided by the hospital for a scheduled review are incomplete. The commission
15 staff may, however, recommend a disallowance or an alternate rate, including no rate
- 16 increase, on the grounds of insufficient data.
, v
17 2. a. The commission staff may extend the deadline specified in subd. 1. by 15
18 days if it determines that the rate request submitted involves particularly complex
19 issues of fact.
’ v

20 b. The deadline specified in subd. 1. may be extended with the consent of the
21 hospital and the lcganréussmn staff. e cormvandats
@ B M\Wl&/@evww of memﬁl) M hosp1ta1 that d1s utes any part } I
a_ VA,

@ of recommendation of the commission §taff under s / shall Wikhin 10 Ahas\
/ 156,633
@ days after the recommendatlons are submitted under s / W&’WW\M@request a
settlement conference the commission staff for the

At
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Amhm{éah/os rake -
"t commissvin SRS A Commmun aﬁWL

purpose of resolving Wﬁlﬁerence%twww
WThe chairperson of the comm1ss1on or a commissioner des an ted by the
chairperson, shall preside over dAgh/settlement conference. WO days after the

hospital requests a settlement conference, the settlement conference shall be

5 completed. M@ [aJ@\ %\an /0 O{(M{L &{jcbk CW”I/OLJL{"M % ﬁ&—/

@ gulbipaits o fimety red fo earing- st nomi b 9

P AL Y 8 ULA,QWM“‘ Mu, commiss1en shm) %/Jan-/‘ w/uzmmogu-{-o -['Iu /’)M:

@ S1oh withirr10\dag; hecowpletioMof the settiemen spdodd) The ] :
@@ hospital mgy %)resent testimony based on any standard for decision making inw A
@ S {ﬁ%% A(il questions of fact shall be determined without ascribing greater weight
12 to evidence presented by commissioh staff than to evidence presented by any other
13 party soiely due to its presentation by the staff,
14 -(3) (a) Informal hearings shall be conducted before at least 2 commissioners.
15 Sworn testimony is required only if the presiding commissioners so specify. The
16 commissioners may establish time/ limits for cross—examination of witnesses and
17 rebuttal arguments and may limit the number of persons who may appear at the
18 . hearing. Rules of evidence, except the rule that evidence be relevant to the issues
19 presented, do not apply to informal hearings.
20 (b) A hospital that requests an informal hearing shall present the reasons
supporting its proposed rate increase and financial reqmrements Commission staff
shall respond by explaining {fs/AizAgr@eat@at Astthine al&a’?e ;'/e\acommendatlons
Actlolnd d un
Within the time limits W\Mt{par (a), the hosp1tal, parties to the review and

.
commission staff may BAAA cross—examine witnesses and rebut arguments

presented. The hospital, parties to the rev1e\\nﬁ\and the commission staff ma ﬂx’b@\ V\Q‘
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- to ?(hearmg vestigationy ¥ may charge/(theﬂwumym%he costs gptwoly
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Wé\experts to present their position. The presiding commissioners may impose

an overall time limit on the length of the hearing.

(c) The commission ma;M conduct a class 1 contested case proceeding

P
under ch. 227 in place of an informal hearing under pars. (a) and (b).
(4 5@) )

et
(% [ The commission shall keep a complete / record of all hearings and

investigations conducted under sub. (3’) WWW’\J

WMW’\S%?&M@@ The comm1s51on shall provide a

transcribed, certlﬁed copy of all or any part of $hi¥{record W the request of any arty/
' / o coven
oty

)

Ma) Any person may request a hearing under s. 227.44, regardless of whetheryy

any other hearing is authorized by law or is authorized at the discretion of the

commission or whether any other proceeding is authorized by rule of the commission,

@ Mﬁb{%@eﬁmﬁ—tﬁﬁm}ﬁhdt no person may receive more than one contested case

15
16
17

18

'U'

20
21
22
23

24

hearing concerning a partlcular act or failure to act by the commission.

v
(b) Notwithstanding par. (a), no person may request a hearing under s. 227.44

v
pertaining to the subject matter of a hearing under sub. (3).
_ v _
(c) The right to a hearing under s. 227.44, as specified in this subsection, applies

only to subject Ip_%ain{ng to this subchapter.
I50.

199,899 Commission orders. (1) (a) The commission shall determine /V

15063
XN and disallowances under s./}(|)ant

W%From the difference between these amounts, the commission shall subtract CZ\;\BU;?&IX

allowable financial requirements ‘W

-the hospital’s estimated relief payments and medical assistance payments under ch.

49 and medicare payments under 42 USC 1395 to 1395ccc, unless the commission
determines that the hospital’s estimates are incorrect, in which case the commission

shall subtract its own estimates of the hospital’s relief, medical assistance and



SR -

A B

12 -

13
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]

medicare payments. The commission shall, by order, establish maximum rates that

allow the hospital to generate revenue sufficient to provide this remainder. The .

nospitls ‘o uda 1o
commission shall, /by rule, establish acceptable methods %timating payments by '

relief, medical assistance,and medicare under this paragraph. Each hospital shall
N

choose one of thef§ methods and use it consistently unless the commission authorizes

v
the hospital to change %%nethod. 150, = CLB

(b) Unless the hospital requests a hearing under s. g

oM O [Cfb’\ 'ﬂlﬂf\ J
shall issue ﬁpﬁrder under par. (a) Wi 15 days after the commission staff submits
[50.635
its recommendations,tor, if the hospital re%uests a settlement conference under s/ C I
Sunde” § R0TERCH)Y Y J
106:998.0) withrin 15 days after the commission determines that the hospital will ”;LL‘EJGA
o)

the commission

not seek a hearing following the conclusion of the settlement conference. If the

hospital disputes only part of the recommendations of the commission staff, the
VE

commission may establish maximum rates under par. (a) concerning the
wri
10

recommendations Mﬁospital agrees ﬁ)r
/506250 .

hearing under .' DOBNSY =

r to the conclusion of the

7

a hearing ag\dWunder s. YR8 (3) (c), the commission shall establish by order

maxirhum rates for the hospital’s year under review at the conclusion of the hearing. o
| v 150.68 /-
If the commission conducts an in%in)llming under s. WW (3) (a) and (b), CommUA 0N

' o\
shall issue its order Wﬁﬂ 50 days after the date on which the hospital requested

the hearing. o dore
(d) %\ Rbha cbrfhicsion @ state findings of fact and the reasons supportin

Fhat R commission N
gach order thdng / issues concerning financial requirements and rat% If the
Z ' o ondenr
commission denies any part of a rate request,shall also specify, as'tpatt oflits brden,

any financial requirements that i}b\h&%disallowed.
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(e

H’\(/\Q 6 clnongmcd G v tho o-ep %{nc\ O AL ] )
[M rat%%g\@w the hosJE}tal shall explam to the commission tt,e(

figthod of applying the rate increase wdﬁllowthefcsmmm 5 working days as
MCVW\W\\&%AVV\ OO A nvj" V\ohﬁ\j o hosp\{nk thad it hoa—

defined in s. 227.01 (14),(1 o O

I’'s #iedhodo irg~the incre the commission may not challenge
vV 150, L2
the method prior to the date of a succeeding review under S. A (1) except as
O No' oppat

provided in sub. (4) (a). If the commlssmn,(cﬂg&sﬁéfn%@m the hospital’s method of
COMNv A NA L NG

applying the rate i&crease, lﬁ{shall recommend an alternate method. If the hospital
14N

modify its method of applying the rate increase, the commission may

challenge the method in circuit court. In/Additi erRreme ourt
o

/ ei;f the &Mﬂhhospital’s method generates an

aggregate increase in the hospital’s rates that is 1ncon81stent with the amount -
¢ Yo oo Frreitusd

authorized by the commission, the hospital MW anprusunt equal to 50% of

17 the amount overcharged and shall comply with the alternate method recommended

18 by the commission or with any other method ordered by the court that the court finds

more consistent with the commission’s (ﬂ\l\ o hospital may change a method of

applying its rate increase that has received the commission’s approval Wlthp\-

submitting the changes to the commission for its approval under th1

@ (/E} % AM hospltalé'ecelw‘ig a rate 12for%eis>e that may Mbetween the

s apou,
23 2nd and 7th months of its fiscal year may make an adjustment to the rate 1ncrease,9/

24 M&Mﬁhat fiscal year only/ J\;AWM to generate an amount of revenue equal
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1 tothe amount that would have been generated if the hospital could have ?ommenc'éd

the rate increase beginning with the ﬁrst month of its fiscal year.

g /@ Except as provided in s MW if a party seeks judicial review of

a commission order, the affected hospital may continue to bill payers at the rates

. Vv
established by the commission. No hospital that bills payers tinder this paragraph
adversely affe%@ right to contest the rates estabhshed by the comm1ss1on 150, &

0%
W X Notwithstanding sub. (1) Mand ss ( W@ﬂwajand ]26/9%

at the request of a hospital the commission may waive the procedures for review of
CWWAVY\ MY)/W

F

4

5

6
@ ALY &2}/ 2/ s
2) Phdeommigsion shall determine the rates of each hospital independers

a rate request and issue an interim orde ,‘.

using criterfa specifred_in 96.996, but-in_making-these~determinations the

Qmmissiorf may ethods of identifying similar hodpitals/

(3) The commission may promulgate rules/e‘gablishm a system that defines

rates as aggregate charges based on case mix measurementﬁ if the comm1ss1£4rql AL
submits its proposed system to the Jomt committee on ﬁnancs,/ - A3\ receivesA
W n_- M AW

16 ﬁhﬂt{cﬁnlmitteewwVQI :
7

syste t shall be consistent with the
shandodr apeofie d / .

W[under .. 196\/9'9@)&1) e i

160,63

19 ' ; . ) ~ ality-ofsare and\a >
A D | . Ha on%@ﬂwnﬂ?
@ _ (4) The commission may no,t(./ ® % %
22

(a) Reduce rates W@g&\estabﬁshed prior to the date the commission
150.02

schedules a ﬁ\{h\cﬁﬁﬁﬁvﬁ review under s XW (1), unless the hospital misstated

aw material fact at a prior rate—setting proceeding.. Projections on the volume of

v
hospital services utilized do not constitute material facts under this paragraph.
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(b) : é 1HQJMMMWWWWreduce rates WA})@YM
IN 0w PANIOUZALLO Undass, 150.6100 :
%Lﬁe’&,ﬂa@ ptgélgﬁ%/lh estabhshej/ any of the followmgc/
Luv(uu, oq@;oﬁgr——

1. The hospital 1mplements an unauthorizedyi 1n;§3ase in its approved rates,
Yy

pinless the increase is trivial. '
i \/

2. The hospital uses MWWM}% that it has prospectively accumulated for an
e
authori d capital project for purposes other than the authorized project. s « !

he hospital’s actual total revenue for its fiscal year exceeds iffactual total

financial requirements by more than 10%.

hi ragraph _does not it th ission’s abilit

provided in 88
c igsions.abili ke de inations’ s

(e) Restrict the freedom of patients to receive care at a hospital consistent with
their religious preferences or request a hospital that is affiliated with a religious
group to act in a manner contrarsr to the mission and philosophy of the religious
groﬁp.

(f) Restrict d1rect1y the freedom of/(imospmal?é) exercise managen‘\l/iriiemsmns

@ in complying with the rates established by the commission, unless #(hospital agrees -

@ to a condition attached to the establishment of Rﬁfvwml‘xz/rates.

23

24

(8) Require the submission of unrelated financial data from religious groups

affiliated with a hospital.
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)
\Re

WA( Injunctions of commission orders. No injunction may be issued
to suspend or stay enforcement of an order of the commission unless all of the
following occur: : W un M S 460 62 03l

(1) All parties to the M}QM/ﬁom which the commission’s order was issued
are notified of the petition seeking an injunction, are given an opportunity to appear
at a hearing prior to the issuance of the injunctionJand are made parties to the

proceedm(g@lrcult court. . no% M\// S

(2) (The party seekmg the 1n3unct10r;(enters into an undertaking by at least 2

@Qq@m@m&:@

sureties at a level that the circuit court finds sufficient to guarantee the payment of
Ahet”
all damages(the hospital may sustain by delaying the effect of the commission’s order.

hospital that was a party to the proceeding from

) iew, expedited cases and exempt hospitals. (1)
& ob\,(\ S. 16@ 35

€ commission may promulgate rules under which hospitals meeting specific

criteria recelve ex%ﬂdlted rev1eW of rate requests under~thls suhchapter.

Wf\ S50 6 Z
(2) (ai()( hospital W@@'OSS annual patient revenue M less than $10,000,000,
Thad-ho

adjusted as provided in s /\W@W%for the hospital’s last fiscal year is eligible to
150 01

receive automatic approval of its rate request if Wgﬂs} all of the following cr1ter1i{

= e e

19 1. The commission has conducted a complete review of the hospital’s rates and
20 has set the hospital’s rates in a preceding year.

21 2. The hospital requests a rate increase that is less than an inflationary index
22 consisting of the average of the consumer price index and the hospital market basket

23 index. \AQ&A%\M ﬁg/\ mwa/\/u
@ (b) A%hospltal that lﬁde%dé automatic approval of its rate{fequest under this

25 subsection shall fublish Wa class 1 notice under ch. 985, in one or more newspapers

Heaio o IWHH% e ancon,

ot
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likely to give notice to its patients and péyers, a list of the price adjustments it is

making to 100 of its charge elements as specified by the commission. T}ﬂhﬁsﬁ@\/
shalkpubligh _this-roti 10 1 Mg 1 e
(¢) The commission may, by rule, extend automatic approval status under this

v
subsection t() other hospltals [50.62 N ')

*hsjmndm%/
(hﬂ) mn may grant hospitals whose gross %nnual patient revenue
L~ 150.6

is less than $10,000,000, adjusted as provided in s.(¥96,9995, a rate increase that

. takes effect over a 2—year period with an automatic escalation clause taking effect

at the end of the first year. A hospital that receives a 2—year rate increase is not

required to request a rate increase at the end of the first year.

Utilization review program (1) The commission shall approve

ond QNo&xm’u

{ #m all-patient utilization review progran;{ for each hosplta@mm/éhla(u/t;mﬁfﬂpﬁﬁ/w}

M@ése@aWwy@ fand tmns/?ieus/lfﬁ( é),(,

(2) The commission shall contract with one or more independent utilization
review programs to develop reviéw standards, and the commission may contract
with any person to monitor implementation of these programs by hospitals and to
perform peer review functions for hospitals that fail to meet the performance
standards adopted by the commission. The commission may not contract with state
agencies, other than the University of Wisconsin System, under this subsgction.

(3) Each utilization review program the commission appfoves shall include a

general summary of utilization within the hospital. The§l{ programs M}bfz\'
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1 ise identic shall meet minimum standards established b)rf the
2 commission and Wdo all of the fo’llowirig:
3 (a) Evaluate the medical necessity or appropriateness of care relative to -
\ admissions, lengths of stay and ancillary services.
5 (b) Report to the commission, in conjunction with each hospital’s submission
6 of proposed financial requirements, any
7 unnecessary or }%a\t%nedlcal care utilization and assomated costs.
7 i mgﬁ_ﬂ@%g /( Enforcemenﬁ X @i I%:é hiiihe commission establishes different
9 rates under this subchapter, no hospital may charge any payer an amount exceeding
wur ey dec b egaton
@\ the rates estebBisEad| as of the effective date of this W\aghw [revisor inserts
11 ' :

12 Qo Sl SRty o oeh hon o count

Y
13 () : attorney general may W&Mﬂ%ﬁo enforce compliance with

<R ‘.,;" l.-,_\,, if the attorney general first notifies the hospital and provides the hospital a
’ m i ‘\’\W\ & &Oouuﬁ—
reasonable time to correct 3’/(‘1 olation. The commission =~?—-‘-'

to enforce compliance with any statutory requirement or with any rule or order of the

17 commission if it first notifies the hospital and provides the hospital a reasonable time
e '
18 to correct g (violation. The commission shall commence any action under this

19 paraO“raph in the 01rcu1t court for the county in which the hospital is lodated. <
volaes 3, 150,61

20 (c) W‘m [ hat %Wmtenmona)/ fdi/l\]aiw/ s

sudnick o
$5,000. Each week that 2

21 Ws\s@é\gﬁyﬁq may M@Qﬁa‘a forfelture of up to

¥ i\

0 AL oNne
utilization review program under WMW determines is medically unnecessary
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or inappropriate. If the hospital or physician has already been paid, the hospital or
physician shall reimburse the payer within 30 days. The commission may commence
an action to enforce this subsection in the circuit court for the county in which the

'hospital is located.

ourtwith jurisdictien over an getion brought this seetion may

remedies that

érnotw' staf ing th istence or p T any ‘ethe
L

(# Any person who intentjonally violates an order of a hearing examiner

issued under s. 227\46 (7) to protect trade secrets ina conﬁm brought under

this subchapter shall M$5 000. , .
(; ag /@—mMW\ 4}\/\0&0 0.0

XA Bvenue

Annual ad_;ustments; The limits on gross annual pat
(5 0.3 (2 150,085

3
in ss. YHRAO/(b) and IRAATHA2) (2) A and () srallhe Adiusted annmally,

to reflect annual changes in the average of the consumer price index and the hospital

market basket i%@
150.
K9d 98 Assessments. W&@y\/

W m/“}@f_?o/ﬂwm‘wcharww
t Wa\Wdikm 3rd:@~§ppaye‘f‘5‘o&&vernmental ivate paymens-

eductigp>ific arify caredut es/-nﬁt\igcilu/de,ba\id/ebt-./
Wwwfm%m&mm

toW uring the hospi ’W

(AN Gross patien ” means the total charges to mediecare,sg defined-
S§49'49WWW
N
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1 \M : ayers hpublic_payers e generate
2 fronmpatient tpath services.
3 (e) “Net income” means toi;al fevenue and nonoperating gains in excess_af
4 expendes and nonoperating losses.
5 (f) “Net patient revenué” means gross patient revenue minpe deductions.
6 (g) “Nonoperating gains” means gifts, donations, dowments, return on
7 investments and any other gaiqs that are not related to patient care. |
8 (h) “Nonoperating losses” meanxsgtate grfd federal corporate income and real
9 estate taxes and other losses that a irectly related to patient care or
10 hospi?al—related patient services,
11 (i) “Other public prografns” include programs operéted by ox contracted for by
12 county departments upder s. 46.215, 46.22 or 46.23 and the relief program™wader ch.
13 49.
14 (G) “Otifer revenue” means revenue from services, other than health care
15
16
17
18 | enmng July 1 l\%ghevcommission shall, within 90 days after the
19 ‘ / W3 of each fiscal yeér, estimate the total amount of revenue required for
20 administration by the commission of this subchapter during that fiscal year and
@ assess that estimated total amount to hospltals.mdmmm% o WJ( |
@ e 99 in proportion to each hospital’s respectivd petificdvie during
- 23 the hospital’s most recently concluded Wm fiscal year. mmission maynot
24 ass d Issubsectiefl a hospi at ha i e of 3% A%

25 MM t. reeefifly cotteluded-efitire fiscal /[Ea‘ch

/L\QCM/WVW{VY\ M VM’}’I(/L(OQ_Q Aud A o
%kaw\f\ m /&Cu\ %m w\/wyg/w\u\ﬁg__ un den Thaa MCWL[VV\_)
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PR Wl Ops IS ONE
62) % 3
1 hospital W&%&f‘@&ﬁ% shall pay the assessment by w December 1/{6ll6wAug the
YA ol e,
2 assessmen% The io l i e assessments ﬁhe cwedihsd
GO

W

458 I
appropriation account under s. 20{@ 36‘) (gih). 5” 20.433 (I )Cg)
o S S . -
4 196.9998 Capital expen e Teview program. (1) APPLICABILITY

Beginning on July 1, 1998, no person may do any of the following without first

{

{

6 obtainingthe commission’s approval:
7 (a) Except as provided in sub. (2), obligate for a capital expenditure, by or on
8 | behalf of a hospital\that excee;is $1,000,000. The cost of the studies, surveys, plans
9 and other activities esSential to the proposed capital g&penditure shall be included
10 in determining the value of\the capital expendituyre. Any donation of equipment or
11 facilities that, if acquired directly, would be spbject to review under this section is a
12 capital expenditure. Any transfer okequipfment or facilities for less than fair market
13 value that, if transferred at fair markgt\yalue, would be subject to review under this
14 section is a capital expenditure.
15 (b) Implement services ngtw to the hospita] that exceed $500,000 in a 12-month |
16 | period, including an organ §fansplant program, buxn center, neonatal intensive care
17 program, cardiac progrgm or air transport services; 'plement other services or
18 programs specified By the commission by rule; or add\ psychiatric or chemical |
19 dependency beds,
20 (c) Obligate for an expenditure by or on behalf of a hospjtal, independent
21 practitioner/limited liability company, partnership, unincorporat edical group
22 \or sérvic corporation, as defined in s. 180.1901 (2), that exceeds $500,000Mor clinical
23 medical equipment.
24 d) Purchase or otherwise acquire a hospital.

25 (e) Construct or operate an ambulatory surgery center or a home health agency)
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(e) The commission may reject the apphcatlon for approval of a project operated

by any person who has repeatedly been subject to the penalties specified in

subsection orxmay impose restrictions as part of its approval to ensure ¢

with this section.
(16) STATE HEALTIPSERVICES PLAN. (2) The commission shall adopt a state health
services plan using information provided by the office of hea}tfi care information in

the office of the commissioner of iltgurance, at least once&very 3 years that includes

a description of the hospital system in

surpluses with respect to existing health care sefvices, facilities and equipment and

other components the commission finds ugéful.

(b) The commission may not aceépt any application for a project under this

section for the addition of hospital beds that would exceed the number of beds

described by the state healt; fervices plan for the acute care sexyice area where the

e et e,

project would be located/ The commission shall establish its method\for defining an

acute care service gfea by rule.

N,

SECTION Y4. 632.75 (5) of the statutes is amended to read: \,

632.75 (5) PAYMENTS FOR HOSPITAL SERVICES. No insurer may reimbukse a

hospifal for patient health care costs at a rate exceeding the réte established under

subch. 11 of ch. 196, - U

A\ e

"T’-; “;tu EYV-Provi :
3 Regareat ko &MW# ﬂﬁf&w/:/z/cd’ / MQ .

Lronil 2007 NogGS 1 /(a %, = 8280 pie
Byfmw\é‘ﬁ 1, mmw commission shall
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@ budget for activities of th{ piflidsergite commission under Subchapter ﬁXc:)l_fjeiapter

fof the statutes ated by this act.

under section Wthe stagutes, as created by this act, to the'legislative council

ISO.0GIS ZQO
5 staff for review under section 227.15 (1) of the statutes no later tha
6 These rules inay not take effect before July 1 //&%

(o) .
@ 2,/ Using the procedure under section 227.24 of the statutes, the oF
| 15Q)

8 commission shall promulgate rules required under section Wof the |

hospital rave-set

9 statutes, as created by this act, for the period prior to the effective date of the rules
pariyrap h (@) € use avte-ret “apn

10 submitted under MWW%but not to e)%ceed the period authorized under

11 section 227.24 (1) (c) and (2) of the statutes. NotWithstanding section 227.24 (1) (a)'

and (2) (b) of the statutes the commission need not provide evidence

12
@ of the necessity of preservation of the pubhc peace, health, safet)s or Welfare in

14 promulgating the rules under this pmm\;'plz/‘&)bsec’h °n

ee

18
19

20

éd in section 150.
suwhsec im@

of the statutes, under t & rates established by Tule
, A ‘ N Privai-poy DI ALAT) UL
Aoder/ppigiiph () % P

and in proportion to each hospital’s respectiveld/ e as
vy

Khned in\sectioh 1N6.9908 ( E) ofthe-sta eda s breatdd 5'_‘l,7 gdh,"".

) ., ,
hospital’s ,réf)/sz recently concludec/i/e};ti”e fiscal year, excep] tha the publissorvi

/’A{ . ,/
e o o ‘
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DRAFTER’S NOTE
FROM THE
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=

E BUREAU

g DA

Representative Johnsrud:

The drafting instructions I received were rather vague and I had to make several

assumptions regarding how the 1987 statutory provisions should fit into current law.

Thus, I have prepared this bill in preliminary form for your careful review. Specifically,
~.please not&he following: '

1. Previously, the hospital rate—setting commission employed one staff director in the

. X . . «
unclassified service. Do you want to include a staff director as well? etet ‘tovnct {

2. I am not sure how much you want to appropriate for the hospi
M ~ commission or for the capital expenditure review program so I'h

schedule entry. You may wish to discuss the appropriations wi
Bureau. : C

rate—setting
e put zeros in the
the Legislative Fiscal

. 4 ) . &~ Lou?

- 3\ The members of the /Pﬁ)spital I(até—,S/etting /Berve for staggered f-year
\ teyms. Is this your intent? Also, the 1987 statutes specified that three members of the
aunsil be appointed by the Wisconsin Hospital Association, I believe the Wisconsin
L/> Hospital Association changed it name to the Wisconsin Health and IIospital
Association so, under this draft, three members of the Wisconsin Health and Hospital

Association must be appointed to the (Zwmi}/ Is this okay?

stet -
4. Please review the finangial requirements that must be submitted by a hospital
under proposed section 150.625.

~

5. The 1985-86 statutes that you included as part of the drafting instructions require
DHFS to administer the capital expenditure review program. As you know the
program was repealed in 1987. In 1991, the capital expenditure review program was
briefly revived, but instead of DHF'S, a cost containment commission administered the
program. I assumed that you wanted DHFS to administer the program. Several other
modifications were made to the program in 1991 as well. You may wish to review subch.
III of ch. 150 of the 1993-94 statutes to determine whether you want any of the
provisions of the 1993-94 statutes to be incorporated into the bill. I would be happy
to provide you with a copy of the 1993-94 provisions if you wish.

6. The bill does not include the moratorium on relocating hospitals or establishing new
hospitals that was contained in s. 150.62 of the 1985 statutes. Is this your intent?
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7. I do not understand the innovative medical technology exception under proposed
s. 150.715. The provision permits a person to make a capital expenditure of more than
$500,000 if the person receives an innovative medical technology exception. The

$500,000 limit appears to be meaningless if, under proposed s. 150.71, a person. i énly)
required to seek DHFS’s approvalffor capital expenditures over $1,000,000. Perhaps

the $500,000 limit should be a $1,000,000Q’ Fni

Please feel free to contact me with any questions or concerns you may have.

P vy 5@11*{»“9\»/\ 3. lb‘o.(o‘&(l) ol ot A@—U\ waed 7

i
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LEGISLATIVE REFERENCE BUREAU

January 2, 2002

Representative Johnsrud: |

The drafting instructions I received were rather vague and I had to make several
assumptions regarding how the 1987 statutory provisions should fit into current law.
Thus, I have prepared this bill in preliminary form for your careful review. Spec1ﬁca11y,
please note the following: :

1. Previously, the hospital rate—setting commission employed one staff director in the
unclassified service. Do you want to include a staff director as well?

2. I am not sure how much you want to appropriate for the hospital rate—setting
commission or for the capital expenditure review program so I have put zeros in the
schedule entry. You may wish to discuss the appropriations with the Legislative Fiscal
Bureau

3. The members of the hospital rate—setting council serve for staggered four—year
terms. Isthis your intent? Also, the 1987 statutes specified that three members of the
council be appointed by the Wisconsin Hospital Association. I believe the Wisconsin
Hospital Association changed its name to the Wisconsin Health and Hospital
Association so, under this draft, three members of the Wisconsin Health and Hospital
Association must be appointed to the council. Is this okay?

4. Please review the financial requirements that must be submitted by a hospital

under proposed section 150.625.

5. The 1985-86 statutes that you included as part of the drafting instructions require
DHFS to administer the capital expenditure review program. As you know the
program was repealed in 1987. In 1991, the capital expendlture review program was
briefly revived, but instead of DHF'S, a cost containment commission administered the
program. I assumed that you wanted DHFS to administer the program. Several other
modifications were made to the program in 1991 as well. You may wish to review subch.
III of ch. 150 of the 1993-94 statutes to determine whether you want any of the
provisions of the 1993-94 statutes to be 1ncorporated into the bill. I would be happy
to provide you with a copy of the 1993-94 provisions if you wish.

6. The b111 does not include the moratorium on relocating hospitals or establishing new
hospitals that was contained in s. 150.62 of the 1985 statutes. Is this your intent?
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7. 1do not understand the innovative med1cal technology except1on under proposed
s. 150.715. The provision perm1ts a person to make a capital expenditure of more than
$500,000 if the person receives an innovative medical technology exception. The
$500,000 limit appears to be meaningless if, under proposed s. 150.71, a person is
required to seek DHFS’s approval only for capital expenditures over $1,000,000.
‘Perhaps the $500,000 hm1t should be a $1,000,000 hmlt‘?

8. TIs the effective date What you want? Is the date specified in s. 150. 612 (1) what you
want?

Please feel free to contact' me with any questions or concerns you may have.

Debora A. Kennedy

Managing Attorney

Phone: (608) 266—-0137

E-mail: debora.kennedy@legis.state.wi.us



Beam, Laura

From: Johnsrud, DuWayne

Sent: Friday, February 15, 2002 3:35 PM
To: ' LRB.Legal

Subject: _ Request

Could | please get an ELECTRONIC copy of LRB 2561/P1 as soon as possible? Thank you.

Representative DuWayne Johnsrud
(608) 266-3534 or toll free 888-534-0096
PO Box 8952, Madison, W] 53708

See www.repjohnsrud.com for news and information about the 96th Assembly District and Natural Resources Committee




Beam, Laura

From: Johnsrud, DuWayne

Sent: Monday, February 25, 2002 1:38 PM
To: LRB.Legal

Subject: LRB 2561

Please jacket LRB 2561 for the Assembly, and send us an electronic copy (non-preliminary) of the legislation. Thank you.

Representative DuWayne Johnsrud
(608) 266-3534 or toll free 888-534-0096
PO Box 8952, Madison, WI 53708

See www.repjohnsrud.com for news and information about the 96th Assembly District and Natural Resources Committee




