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Southwest Virginia Health Authority 
DRAFT - Minutes of Meeting 
October 12, 2017 at 3:00 PM 

Recessed and Reconvened Meeting from 9/27/17 
Southwest Virginia Higher Education Center, Class Rooms 103 and 104 

Abingdon, Virginia 
 
 

I. Call to Order. 
 
Chairman Kilgore called the meeting to order at 3:05 PM.   
 
II. Roll Call. 
 
 
Chairman Kilgore asked if there was a quorum.  Ms. McFadden stated that there was a quorum.  
Ms. McFadden reported that Ms. Copeland, Dr. Cantrell, Senator Carrico, Mr. Leonard, Ms. 
O’Dell, Dr. Henry, Chairman Kilgore, Dr. Mayhew, Chairman Morefield, Senator Chafin, Ms. Ward, 
Dr. Tooke-Rawlins, Mr. Vanover, Mr. Prewitt, Mr. Clark, Dr. Means, Mr. Neese, Mr. Givens, and 
Ms. Brillhart were present.   

 
Mr. Eaton, Mr. Mosley, Dr. Welch, Ms. Murray, Mr. Horn, Mr. Perdue, Dr. Rheuban, Dr. Sarrett, 
Ms. Baker, and Mr. Mulkey were absent. 

 
Dr. Weiting participated by telephone.  Also, there were several guests that participated in 
person and by telephone as well. 

 
 

III. Declaration of Quorum. 
 
Chairman Kilgore declared that a quorum existed. Chairman Kilgore announced that he, Mr. Jeff 
Mitchell, Mr. Richard Brownlee, Mr. Tom Massaru, and Mr. Dennis Barry met to go through the 
Tennessee document and some of the relating documents.  
 
Mr. Mitchell reminded the Board of that the Board’s posture at this moment was one in which 
the Board had made its decision by weighing the benefits and the disadvantages. Mr. Mitchell 
stated that the Commissioner of Health asked the Board for its opinion about the conditions of 
the Cooperative Agreement that were previously distributed at the prior meeting. Mr. Mitchell 
said the staff would provide high level reactions to the document. He stated that the staff would 
not review in great detail. Mr. Mitchell reported that he believed the staff had recommendations 
that would be put in a letter and sent to the Commissioner, if the Board agreed.  
 
The Chairman stated that this summary was correct and would require a vote. 
 



DRAFT 

2 
 
4821-1025-1103, v. 2 

Mr. Mitchell provided handouts for participants to review while Mr. Barry was conducting the 
presentation. Also, Mr. Mitchell noted that this handout was posted to the Health Authority 
webpage for the meeting participants not in attendance to view.  

 
IV. Old Business 
 
The Chairman asked Mr. Barry to review the new conditions.  
 
Mr. Barry started by noting that Tennessee’s terms relating to Tennessee’s approval of the 
Certificate of Public Advantage are set forth in a 116-page document including the addendum 
and the exhibits compared to about 19-20 pages in Virginia.  He noted that the Tennessee 
commitments are up on the Authority’s website as are the Virginia commitments both as 
originally agreed upon and as revised a couple of weeks ago. He noted the latest revisions, are 
from the Applicants. 
  
Mr. Barry said that the Authority is looking at what additional advice the Board has for the 
Commissioner in the Virginia approval process. Mr. Barry noted that he may be interrupted by 
Professor Brownlee or Dr. Massaro, who participated by phone. [Presentation Attached].” 

 
Mr. Barry noted that Mr. Mitchell handed out a draft letter. Mr. Barry reported that he met with 
the Applicants a week ago in Charlottesville and discussed the staff’s concerns. He reported that 
the group had a couple of telephone calls, where they became educated and discussed some 
issues. He thanked the Board for additional time to review the material.                   

 
Mr. Barry reported that the recommendations in the letter are what the staff proposed as the 
context of the letter.  He noted that the staff is giving the Authority recommendations but said 
that the staff was not there to mandate what the Authority chooses to do. The Board is more 
familiar with the area, and it has its own expertise and it should be making its own decisions. 

 
Mr. Barry reported that the Tennessee terms are more detailed than Virginia. Tennessee covered 
a few more things on contracting which gives greater protection to payers and to consumers. He 
said that was comfortable because the parties had no intention in engaging in the activities the 
new commitments prevent, therefore Mr. Barry was okay with the additions. Mr. Barry reported 
that the compliance cost in Tennessee is estimated at $5,000,000 a year in additional overhead 
to gather data to prepare quarterly reports, annual reports, and to prepare plans. Mr. Barry 
explained,  

 
“They have to submit the plans for approval before the Applicants can do things, 
and those plans also are going to have a cost because every time the Applicants 
have to get approval, the Applicants are not going to be able to move forward with 
something until they get the approval.  Presumably, Tennessee will be rational in 
how it deals with requests for approval, but any time you have to go for approval, 
there could be disagreements that have to be negotiated and worked out and can 
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cause further delay.  This is the flip side to having a more restrictive and protected 
document.” 
 

Mr. Barry reported that there are some very complicated provisions on the rates that the parties 
can charge to the insurers and caps on the rates they can negotiate with insurers.  He said the 
Applicants can certainly negotiate for less than the cap amounts, and he suspected in some cases 
they will if not in many cases.  

 
Mr. Barry noted differences in the approach to population health. The Tennessee conditions have 
a change in the Board size, and Mr. Barry said, “Some of you may be saying, ‘why are we worrying 
about what Tennessee did?’” Mr. Barry explained, “Tennessee is Tennessee and Virginia is 
Virginia.” Mr. Barry said the review was important because Tennessee can look at what happens 
in Virginia in deciding whether they are going to maintain their approval in Tennessee.  He said 
Tennessee can look at what happens in Virginia and they could withdraw approval of the terms 
of Certificate of Public Advantage in the event that they think there has been violations even if 
the violations occurred in Virginia. He also noted that for that matter,  

 
“The commitments that we negotiated, and you all looked at a year ago were not 
unique to Virginia. $85 million is going to be spent on graduate medical education 
and on research and that was across Tennessee and Virginia. “ 

 
He noted that there are some inconsistencies between the Virginia approach and the 
Tennessee approach. He said there is no instance in complying with the Tennessee terms 
which would force them to be in violation of the Virginia terms; or vice versa, and that 
the Applicants have prepared a very detailed analysis of that and their lawyers. He said 
that the staff went sentence by sentence reviewing these commitments in order to 
prevent future conflict. He also suggested that most of the commitments did not relate 
specifically to Virginia or were not limited to Virginia. Mr. Barry finally explained that the 
staff created new Virginia commitments based on informal discussions that were not 
approved by the Commissioner and presented them as items to comment on during the 
meeting. Mr. Barry stated that the staff had recommendations but said anything was on 
the table. He requested that if board members have comments that have not been any 
recommendations on; certainly, include those in the recommendations to the Virginia 
Commissioner.   
 
Mr. Barry stated the main issue is whether Tennessee unwittingly setting the merged entity up 
to fail.  He raised the question of whether the conditions are insufficiently burdensome or costly 
or rigid and restrictive so that they parties are not going to be able to do what they need to do 
to improve health care, reduce costs, and achieve success in population health. Mr. Barry noted 
the Applicants reviewed the requirements in detail prior of recommending approval by their 
Board of Directors. He said the Applicants told him both of their boards approved the conditions. 
He said, while not conclusive, the Applicants themselves have looked at it and they believe that 
this is still a workable and desirable transaction.  
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Mr. Barry reported that the Applicants have met with the bond rating agencies, and there is no 
written report from the agencies and the way they report on their impressions is through their 
ratings.  He said that generally, the Applicants report that the bond rating agencies seem to react 
favorably or not react unfavorably to the terms of the Tennessee COPA. Although one did express 
some concerns.  

 

Mr. Barry said,  

 

“We cannot advise you today, that it is impossible that there is going to be a 
down-grade in the bond ratings which would be the combined organization.  
There has not been a down-grade now… the parties were in the process of 
compiling data to do financial projections for the rating agencies for delivery to 
the rating agencies after they are merged; if they are merged. They have to 
share a great deal of proprietary/confidential information, which they cannot yet 
do. If they were to share that information now, it would be an anti-trust violation 
because they would not have the protection that this COPA and proper 
agreement process is intended to give to the parties.”  

  

He concluded that there will be no detailed revised financial projections until after a 
merger is approved, if it is approved. 

 
Mr. Barry stated that the staff recommended to the Board that the Authority that it recommend 
to the Commissioner that she obtain a copy of the revised financial projections when the 
Applicants submit them to the rating agencies.  Both the Virginia commitments and the 
Tennessee terms have escape clauses in them where if the parties turn out to have profit 
problems/revenue cost problems they can be relieved of some of the burdens of the 
commitments. Mr. Barry reported that the Virginia Applicants, this requires a study of 
management which must be done by the parties, be reviewed by the Commissioner. On the 
Tennessee side, any out under the agreement would have to be approved by the Tennessee 
Commissioner.  He said that it is not just if the parties foul up that they get a free pass, but there 
are circumstances that could occur. He said the insurance market is “influx”, but the projections 
of the Applicants seem favorable.    

 
Mr. Barry next discussed the risk of financial success. He said that in reviewing the Tennessee 
material risk that the Board should review two things.  (1) Do you think the additional burden 
imposed by the Tennessee terms is so great that you think it threatens the viability of the merger? 
(2) In your judgement, do you think this is going to threaten or add a material risk to the merger?  
He reported that the only recommendation the staff has for the Board is to require the parties 
to submit the financials they develop in which they submit to the rating agencies to submit those 
to the Commissioner at such time as they are completed and submitted to the rating agencies. 

 
Mr. Barry then discussed Addendum 1 of the Tennessee terms, which is the rate formula.  He 
reported that there is a cap on the rates and reviewed the addendum in detail.   
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Mr. Barry reviewed the previous formula and noted that in the past, the outlier formula could be 
manipulated and there are a few hospitals in the country (fewer than 100) that put their charges 
up very substantially and that affects the outlier payments.  But with this agreement, the 
Tennessee terms limit how much the parties can increase their charges; how they increase their 
charges and, so they have limited ability to keep the overall charge increase low but manipulate 
where the increases go to manipulate outlier payments.   

 
He also noted that there is a significant difference in how the rate cap is computed.  The Virginia 
rate cap originally negotiated was based upon the consumer price index, and for hospital 
services, the consumer price index (in-patient and out-patient) and for physician services, it was 
the consumer price index for medical and related services.  You can go to the Bureau of Labor 
statistics website and look up these numbers and they are generally agreed upon, and they are 
commonly used in insurance contracts with hospitals and other providers.  He reported that the 
Tennessee formula used a different number, the Medicare Market Basket developed by the 
Centers for Medicare and Medicaid Services, which put together a market basket of items 
purchased by hospitals (drugs, nursing services, legal services, and a long list,) and they monitor 
what is the increase in those inputs using BLS data.  The Medicare Market Basket is based upon 
cost increases; so, it is the cost of inputs to the hospital.  The Consumer Price Index for hospital 
services and medical and related services is based upon what non-governmental payers are 
actually paying, and what payers have been paying has been going up faster than the Medicare 
market basket. The reason is the Medicare Market Basket is based upon hospital allowable costs.   

 
Mr. Barry noted that hospitals have experienced a rapidly increasing that debt load, and this is 
because there is a higher and higher uninsured load, and also because the insurance policies that 
are out there have had higher and higher deductibles and copays, and he noted that is not a cost 
for accounting purposes, it is not an allowable cost for Medicare purposes, but it is reflected in 
charges that hospitals charge, and hospital profitability for the last decade or so has not been 
good.  He also noted that another item that is not reflected in the Medicare market basket is 
support for physician practices.  Most hospital owned physician practices run at a loss of at least 
a $100,000 per physician.  He said that in rural areas, that number can often be higher, and there 
are lots of reasons why physician practices are at a loss when they are operated by hospitals, but 
it is a universal phenomenon that is seen all over the country. 

 
Mr. Barry added that because bad debts and the cost of hospital owned physician practices has 
been going up at a much more rapid rate than the cost inputs that are put in the Medicare market 
basket and that they are two different numbers here. Mr. Barry then provided a detailed 
comparison of the two formulas. Mr. Barry said this data was furnished to staff by the Applicants 
at his request, but he had previously gone on and pulled numbers off of the BLS website, and the 
hospital data, he said he did verify for himself; he said under quality terms in their contracts.  So, 
he said that would be a cumulative increase of 2.95 percent if there are no quality provisions in 
the contract, it would be a cumulative increase of 4.2 percent.  There can be additional payments 
under quality contracts if the hospitals meet the targets, and that is exactly the way it was under 
the Virginia commitments.  He reviewed that we were talking about the rates only those caps in 
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Virginia did not apply to quality incentives which are negotiated by the payers sometimes, but 
sometimes they are not interested. 

 
He said that under the Tennessee terms the Applicants are required to get as many contracts as 
they can with quality incentives in them.  They also are required to have contracts with risks 
(insurance risks) where they have capitated rates or some other way, they can lose money on a 
case (a greater risk than right now).  He concluded by saying that the Tennessee rate cap is 
roughly comparable to the Virginia rate cap, but no one has a crystal ball on CPI or Market Basket 
in the future. It looks like CPI will be higher going forward and Market Basket lower than CPI, but 
if members of the Authority were looking at this agreement and saying, “well wait a minute, why 
is there this big difference?”  It is not that big of a difference, he reported.  
 
Mr. Mitchell noted that the presentation had been emailed to the distribution list.  
 
Mr. Barry reported that under the Virginia deal, the commitment on rates was going to be worth 
$80 million dollars (based upon proprietary information that he could not provide in a public 
session), but that $80 million dollars was a pretty hard number.  He said the staff knew that 
number was going to be there, and it is a little harder because the Tennessee commitments apply 
to different time periods; some kick in a little bit sooner.  He projected that the impact as they 
kick in is not quite as much on the front end as would have happened under Virginia.  So, the 
parties are estimating if I have done my arithmetic correct, I have seen the worksheets on their 
estimates, it is a $53 to $115-million-dollar value to this rate cap; where it was $80 million bucks 
for Virginia.  Another difference is Tennessee terms extend small insurers, the Virginia terms did 
not.  Small insurers are two percent of revenue or less for the parties.  He noted the board might 
be saying, “Tennessee did what they did, but we had our deal in Virginia.  Why don’t we just keep 
our deal?”  There are real practical issues; patients come in if they are Blue Cross, they come in 
with a Blue Cross card, he didn’t think the patient financial services in the hospital even notice if 
it is Blue Cross of Tennessee or Virginia Blue Cross; negotiating different rates in Virginia it is 
going to be CPI minus.  In Tennessee it is going to be market basket plus as a practical matter, 
which doesn’t make much sense. He suggested that if any member of the Authority wants to drill 
down on that a little bit more, someone from the applicants would address their questions on 
that.  

 
Chairman Kilgore asked whether the staff recommended that the Authority go to the Tennessee 
formula.  

 

Mr. Barry said,  

 

“Yes.  Mr. Chairman, the staff’s recommendation is that we accept the party’s 
explanation as to why it is impractical to have a different rate cap for Virginia 
and Tennessee, and it is our belief that the Tennessee formula will yield roughly 
the equivalent amount to the previous Virginia commitment.  So, we are 
recommending that Virginia concede to the Tennessee formula, but without the 
provision for a retrospective adjustment.  Incidentally, the parties have informed 
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us that they have talked to several of their large payers and the payers are 
looking at the formula in the Tennessee terms and their eyes are glazing over, 
and they have the provision to agree with the new health system that they are 
not going to use the Tennessee formula.  The Tennessee deal expressively 
permits the payers to opt out of it.”   
 

Mr. Mitchell addressed the Board and said:  

 

“Mr. Barry, I think as Board members some of you had experience with this level 
of detail.  I think there are several folks in Washington that may be on the phone 
today that pay a lot of attention to the anti-competitive nature that this 
proposed merger and cooperative agreement and pay a lot of attention to the 
payers.  You have heard from the insurance groups in Virginia several times.  I 
think what you should be asking yourself today is does it make sense to reconcile 
Virginia’s formula with Tennessee’s formula, so they don’t have to constantly be 
computing different formulas and are you confident as Board members that 
have wallowed around in this for over a year in great detail that you can trust 
their judgement.  I think that is really the standard that you all need to be 
thinking about.  I think if Todd or somebody wants to add to that, that would be 
great.  I don’t know that you all need to understand the difference between 0.25 
and 0.4 and all that, I think you all just need to have confidence that Mr. Barry 
understands it.”  

 
Mr. Barry noted that The Population Health goals in the Tennessee terms are perhaps what the 
staff and others who have looked at this are most concerned about.  He noted that the parties 
have committed to spend money on not just getting people healthier in the hospital but having 
a healthier community by investing in such things as weight reduction programs, educating kids 
to be more literate, no smoking campaigns, information on opioid abuse, to get a healthier 
population.   
 
He said,  

 

“So, this is separate from treating sick people, and it is an emerging area where a 
lot of work is being done in population health throughout the country.  Dr. 
Cantrell is familiar with a lot of that work, Dr. Massaro who is on the phone is 
familiar with a lot of that work. They have a very, very ambitious approach to 
Population Health.  The dollar amount committed remains the same, but 
Tennessee has 60+ Population Health goals, he said that was not what was 
contemplated in Virginia.  He reminded the Board that in Virginia, the Population 
Health goals were going to be based on input among other things, the 
Authority’s Blueprint for improving health here, and the priorities were going to 
be established based on perception of specific needs in Virginia communities and 
where a dollar spent is most likely to get you the greatest return on investment.  
So, I may be that investing in one area may be a worthwhile goal, but it may not 
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yield any results.” 

 

He said there are evidence-based strategies where people have collected data on what 
works and what doesn’t work.  He said the basic concern was that in Tennessee as we 
read the document, everything is a priority and when everything is a priority, nothing is 
a priority.  He said the way the Tennessee document is written, it does not apply in 
Virginia. 
 
Mr. Barry reported that The Virginia terms apply just as they were written a year ago. The staff’s 
recommendation is to leave Virginia as is, and he added that the staff may think it is a bad 
decision in Tennessee, but it is what it is.  He noted that the approach when the staff sat down 
more than a year ago and started talking to the parties about the commitments, they were 
approaching it “with our Virginia hats on,” and “saying ok,” they said they were going to spend 
75 million dollars here.   
 
Mr. Barry said that,  

 
“We want to be absolutely sure that Virginia gets its fair share, and the parties 
convinced us that that was not the appropriate approach; in some areas, maybe 
Virginia would get more than its fair share.”   

 

He reported that the quotation is from the commitments as they stand and as they were 
negotiated a year ago. He continued,  

 

“The Commissioner will not apply a fixed ratio to determine whether each year’s 
expenditures are appropriately shared in by Virginia.  On the other hand, the 
Commissioner will review expenditures made pursuant to this commitment for 
adherence to the ten-year plan in appropriate inclusion of Virginia sites and/or 
demonstrable benefit to Virginia residents and businesses. We recommend 
sticking with that formula.  Our concern here and the reason we highlighted this 
issue is you may think money spent in Tennessee is not going to be spent wisely, 
and in that case, you may be more concerned that an approach is taken where 
Virginia gets a piece of it, a definable certain piece.  My judgement, and this is a 
judgement issue where we may differ, where Virginia is reasonably protected 
and just as we have other commitments, we haven’t said that 33 1/3 has to be 
spent in Virginia, or the population or this or that.”  
 

Mr. Barry reported that staff had a telephone call earlier today with the Applicants. He said it 
would probably be good to have some discussion on administration.  The language on his slide 
where it says they propose that the Department have two equal administrative divisions: one for 
Tennessee population and one for Virginia population and each division would rank its priorities 
separately, etc.; overhead costs would be allocated on the basis of the direct investment and 
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specific activities.  He noted that Dr. Cantrell helped with language. He noted that one of the 
concerns the parties had was having two equal administrative divisions.  He said,  

 

“I think to summarize their concern, we are creating two separate bureaucracies 
within their organization which would be inefficient.”   

 
Dr.  Sue Cantrell stated that the Tennessee terms called for this development for a population 
health plan and a Department for population health improvement.  In looking at the really 
different approach to population health in Tennessee with the 60 some metrics, compared to the 
goals that the Authority approved, and really are more focused on the top priorities in the places 
where we felt like we could move the needle.   
 
Mr. Barry noted that, 

 

“In reviewing this one, we thought well if there is a department already created 
in Tennessee, there are already some administrative overhead already in place 
for that.  If we just went in there and created to the extent that wouldn’t really 
cause a lot of additional administrative overhead and burden two separate 
divisions, a division within that department focused on Tennessee and their 60 
some metrics, and the Virginia division that would focus more on what Virginia is 
doing rather than one department trying to tackle both; that may be a 
reasonable approach to make sure that Virginia’s goals and approaches that, 
there again, I think are more focused would be able to track better, and the 
caveat to this, we acknowledged, that the cost of separating it with Tennessee in 
terms of replicating IT services weren’t great, and as we sort of talked about it, 
we felt that there would be a certain amount of that no matter who was in the 
office.”   
 

He suggested that, somebody was going to have to look at Tennessee and Virginia and separate 
those out as divisions, so it might make it easier for the Virginia folks to track what was going on 
a year, five years, ten years down the road. 

 
Dr. Dixie Tooke-Rawlins, stated: 

 

“Sue, I do think that sometimes there are different needs because there are 
different things provided by different states.  We have seen that with different 
groups of population.  So, do you see that the research would all be one?  
Because what we talked about in services and ties into research was that 
research would be tied to what was needed when we looked at the Virginia 
Health Plan.  So, I guess my only question would be if we agree that is important, 
that it apply toward Virginia separately as well, because population health is tied 
to population needs.   
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Dr. Cantrell stated that she had even suggested that the Virginia division be 
housed in Virginia because in the description of the metric of the department of 
population health improvement. The description talked about it what would be 
staffed with leaders charged with financial compliance, physician relations and 
community relations, and I felt like it is easier to develop community and 
physician relations when you are in the community; to the extent that wouldn’t 
be a burdensome additional expense in terms of administrative overhead and 
that is the piece we didn’t have and we acknowledged that there is a lot of 
administrative overhead already in these commitments and we didn’t want to 
add a lot more to it, but did feel like it was important for the reasons you talked 
about Dixie.” 

 

Mr. Mitchell suggested that he wanted to make sure that everyone was on the same 
page. He suggested that the ultimate recommendations were that the population health 
goals adhere to the Authority’s direction and plans. He then said that this sub issue of 
how it is tracked and administered was the basis of this conversation and is what Dr. 
Cantrell wanted to raise.  

 
The Chairman recognized Mr. Alan Levine who stated that:  

 

“The approach you took last year was precisely the right approach; to have a 
collaborative between the Authority and Ballad Health; where we identify what 
are the priorities, where can we make meaningful improvements and then 
aligning our resources to address those issues, and we remain committed to that 
and at the end of the day, Mr. Chair, we are going to be measured on the results.  
Whatever the Commissioner decides the priorities are based on the input of the 
Authority, and whatever is put into the approval by the Commissioner; should 
she approve it, we are going to be responsible for achieving the results that are 
there, and that is very measurable. It is just not a cost issue in terms of a 
department or a department that has multiple divisions, it is also a practical 
issue.  There are a lot of crossover between the states.  A lot of population 
health is going to occur at the hospital level, and you have patients from Wise 
County that end up in Kingsport or patients from Smyth County and the I-81 
corridor that may end up in Bristol or Johnson City, Tennessee, and from an 
administrative standpoint, we felt like the real objective here is to focus on the 
result; which is what are the measures that we are after and when we stand 
before the Authority on an annual basis, I believe we have to meet every six 
months or something like that.  To me, there is active involvement by the 
Authority to make sure we are achieving those objectives.  I would like to also 
mention that the population health objectives of Ballad Health will be overseen.  
The way it works structurally, there is a department of population health which 
will report directly to me as the chairman, and then the oversight for all of this 
will fall under the population health committee and the Board which will have no 
less than 30 percent of its membership from Virginia.  So, we have gone to great 
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efforts to make sure Virginia is constantly in the governance process as it relates 
to this.  So, I don’t think there is any danger to this. At the end of the day, if we 
are not achieving the ultimate results, if we are not making meaningful effort 
and not achieving the results, or not making progress to achieve the results, 
there are accountabilities in this document for both the Authority and the 
Commissioner ultimately who has the authority to do that. 

 

I will end with this. I am grateful for the comments that are being made about all 
of this. I think Dennis is right; all of these issues are big issues. Solving teenage 
tobacco use by itself is a massive undertaking. Solving obesity is a major 
undertaking, making sure third graders can read is massive; each of them by 
themselves. If we are talking about five, ten, or sixty, the more you have; the 
more challenging it gets.” 

 
The Chairman stated,  

 

“I guess the question is if you have one population health committee, will you be 
able out of that one committee to address and give us a report on our 
population health recommendations; what we recommended?”   

 

Mr. Levine responded,  

 

“Absolutely.  We do that now.  Mountain States, I can’t speak for Wellmont, but I 
am pretty sure Wellmont would probably agree with this, we do that today.”  
We establish quality and other objectives for our whole system today, and we 
measure it based on where the care sites are whether it is Virginia or Tennessee.  
We don’t have a quality department with multiple divisions because a single 
quality department is sufficient.  So, we are capable of doing that.”   
 

The Chairman asked whether Mr. Bart Hove of Wellmont was on the telephone.  
 
Mr. Hove responded,   

 

“What Alan said is correct, and it is our goal and objective to be able to measure 
it and to keep those measurements separate as we go forward in Ballad because 
as stated, we have got to be successful in achieving the goals the Authority and 
Commissioner have set before us in population health.  So that is important to 
us, and we have the responsibility to put forth the resources there to make sure 
we achieve the end results.”   

 

Chairman Kilgore asked,  

 

“So, the parties would prefer what?”   
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Mr. Levine stated, 

 

“We agree with the staff’s recommendation and we try to stick with what you 
guys worked so hard to develop; knowing that we are going to be measured on 
whatever the Commissioner decides what the priorities are; we are going to be 
measured on our progress towards those objectives.  We are committed, and I 
don’t know how to say this any stronger, but we are committed to working 
collaboratively with the Authority on addressing these issues.  With all respect to 
the Commissioner with both states, the Commonwealth and Tennessee, who 
clearly cares deeply about these issues, there is no body that has more of an 
interest in this than this Authority does.  So, we are committed to being here 
with you guys and working our way through this with you guys.  I think you can 
count on that and there will be a very effective collaborative.” 
 

The Chairman asked whether there were any other questions.  
 

Dr. Cantrell stated that she appreciated the remarks of the Applicants. 
 
She said,   

 

“It is clear that a merged health system will provide data that we presently 
cannot access.  We have Virginia folks, and three of the ten metrics that are 
proposed in Virginia are a great example I think.   For example, immunization; 
the kid that saw a pediatrician or a primary care provider in Tennessee don’t 
show up on the Virginia immunization registry as having had the HPV vaccines.  
Or adults that got their flu shots in Tennessee don’t.  So, it is clear that there is a 
potential for better sharing and better data and those are just some of the 
metrics just sharing the immunization registry between the two states, we could 
see a big jump in our HPV immunization rates and flu vaccine rates because we 
are going to be counting everybody now where before we were not.  I think the 
connectivity to the community and the clinicians in the area, was another piece 
of it.  Being engaged with the community to really tackle those harder issues like 
childhood obesity in communities that don’t have parks, trails and sidewalks for 
people to get out and exercise were a piece of what we were thinking about 
when we were suggesting the two divisions for connecting and being closer to 
the community they are aligned with.  Some of that community work is already 
boots on the ground kind of work that your facilities and your clinicians and folks 
in the community will be doing; that is part of the rational for that suggestion.” 

 
Mr. Levine responded:  

 

 “Dr. Cantrell, I agree with everything you just said.  You are a hundred percent 
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right and I will give you an example of what we just did announced with the food 
bank.  The whole point is to get boots on the ground, so we are actually there 
when families come to get their food, we can actually try to do assessments.   
What the family needs are from a healthcare perspective.  That is the kind of 
stuff we are going to do, and I think the less bureaucracy at the corporate office, 
it is more about the boots on the ground.   

 

I could give you example after example where I spoke to a group of physician 
practices this morning, some of them from Virginia, and one of the things we 
talked about was less say we are talking about teenage smoking, well; the 
doctors see these children.  Now, if Virginia makes that a priority, it is one of our 
priorities in Tennessee, our ask of the physician community is, we would like for 
you to also make it a priority so as we go and talk to insurance companies, and 
we look for those quality incentives from insurers, we agree on metrics where 
we all can align what we are trying to do.  So, for instance, there is a physician 
who sees a child who is at risk of smoking because his parents smoke, and there 
are other risk factors, now we have care management where they can contact 
their manager and say you need to follow up with this family to provide 
education.  That is boots on the ground. That is where we are actually going to 
actually make a difference; where we are connecting our efforts with what the 
physician community is doing.  

 

I don’t think there is any daylight, Mr. Chair, between what Dr. Cantrell is saying 
and what we are saying.  I just think our issue is from a bureaucracy standpoint.  
We just think we need flexibility to structure ourselves administratively to be 
able to deliver the results in the most efficient way we can.  Frankly so that the 
resources aren’t tied up in all the bureaucracy and more of the money is going 
towards the boots on the ground and that really is our issue.” 
 

The Chairman recognized Mr. Mitchell, who stated:  

 

“Mr. Chairman, Mr. Barry and I know and the staff have talked about this and as 
the Board knows, we have a few members in the General Assembly on this 
Board, and this issue in my mind and in listening to the conversation is one of 
those state line sovereignty (Virginia controlling Virginia) that I have heard from 
some of the members of the General Assembly, and I know they are talking 
about it.  As you can see on the next slide, the staff has pretty strong 
recommendations on the next slide that also is that issue of Virginia and 
Tennessee.   

 

The folks that were here last time, there was a pretty strong reaction about how 
Tennessee-centric you have been reaching over into Virginia including Virginia 
hospitals for definitions of rural hospitals that Tennessee Certification document 
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was.  I think some of this is coming out of that reaction to the Tennessee side.  
Dr. Cantrell and others have been working hard on this since the last meeting. 
We want to make sure that the Virginia focus and some of this stuff does not get 
lost.” 
 

Mr. Barry moved to the next slide in the presentation noting that:  

 

 “One thing that I just checked for my own memory, with respect to assessing 
whether or not population health commitment has been satisfied, there are 
going to be quantitative measures would be established for each intervention.  
So, each Virginia priority is formed by a technical advisor panel  to include the 
Authority, and so Mr. Levine was absolutely correct that they will be measured 
by results.  Jeff pointed out that is commitment 28 if anyone is looking.  Dixie 
stated, that she would like to leave out to measure and develop priorities.  I still 
think you might have different ones.  I understand and agree it is more of a 
regional issue, but at the same time, from a Virginia perspective and a member 
of the Authority, we have to talk about Virginia obviously, and I think somewhere 
in that process, we can measure the Virginia progress.  Chairman Kilgore agreed.  
I would say at the end of this ask Jeff to make sure that get in the transmittal 
letter,” he said.  

 
Mr. Barry noted that with respect to closure of facilities, the Virginia commitments stand as they 
were.  He said the Tennessee commitments address overall hospitals and very explicitly refer to 
Virginia facilities and have specific provisions related to Wise County and Norton; as he said, they 
do not supersede Virginia arrangements.  He reported that to close a rural hospital, Tennessee 
requires a plan and approval with an exception for Wise County and the City of Norton which has 
three hospitals.  He said the Tennessee commitments and Virginia commitments would permit 
closure of two hospitals there.  He said the bottom line here is that nothing in Virginia has 
changed where it will be any easier for the new health system to close a facility and indeed it is 
going to be a little bit harder with the additional protections for hospitals other than Wise County 
and the City of Norton.  He noted if a facility is closed or repurposed, the essential services that 
must be maintained in the community; there is a list which was developed a year ago, that list 
has been slightly expanded to include clinical laboratory testing, physical therapy and 
rehabilitation services and care coordination services, if those services were previously allowed 
at that site.  He suggested “this makes it a little bit better for Virginia, and I don’t see a problem 
here.” 

 
 
 
Mr. Mitchell stated that:  

 

“One of the things that they wanted to make sure that we commented on was 
that this does not undermine the strength of the commitments that you all 
required with respect to Wise and Norton.  I think the Applicants would probably 
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say between the staff and the Board members, you all have had pretty open 
discussion about the Wise and City of Norton facilities, so I think when it comes 
to those closings that is part of it.  The Tennessee certification requires the 
development of a Rural Health Plan for any activity with respect to Wise and 
Norton has to be in that Rural Health Plan which will be shared in Virginia.  So, it 
is consistent with what you all have done.”   

 

Mr. Mitchell also reported that the Chairman wanted to make Commitment 20, which was 
previously discussed. He reminded the Board that the Board had a presentation from 
citizens in Lee county. He said,   

 

“You ended up with a commitment devoted to Lee County as a result of this 
process; I say that commitment has been made even stronger to the folks in Lee 
County.  It gives them the opportunity to move forward with whatever options 
they might decide to pursue with regards to a specific date there is not a hospital 
open, then the Applicants will step in and start providing that list of essential 
services.  Chairman Kilgore stated that it was his understand that as it relates to 
Wise County in particular and the City of Norton, that you are not necessarily 
talking about closure, you are talking about repurposing one or two of those 
facilities.  At this point, you are not talking about any closures, you are talking 
about repurposing for some other type of services.”   

 

Mr. Barry noted that some discussions involved a substance abuse facility.  

 

Mr. Barry added that the staff was recommending that the Authority recommend to the 
Commissioner that the two states talk to each other about how they are going to proceed 
under this merger and it would make sense to me to draft a Memorandum of 
Understanding being clear that neither state is surrendering any sovereignty to the other 
state; and also to create a mechanism for communication between the two states.  “The 
states can disagree on some stuff, but the more they agree, the more they share 
information, I think is better,” he continued.  

 

He added the staff recommended that the Authority recommend that the Virginia 
Commissioner try to set up some process for that.  He noted it was included it in this 
commitment. Mr. Barry stated that there were some extensive provisions in the Tennessee 
document which give more of an HR protection than exists under the Virginia document; 
this would govern in Tennessee even for Virginia employees when the Tennessee 
Commissioner is assessing compliance.  Mr. Barry stated that the Virginia commitments 
were unchanged, but the parties will need to adhere to greater protection for employees.  
 
Mr. Barry stated, the language restricts the party’s ability to somewhat cut costs, but the parties 
do not seem too concerned about this. He summarized by saying:   
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“For clinical employees, their view is, and this applies to employees in rural 
hospitals, for clinical employees even if they repurpose facilities, they still have 
patients they are seeing, and so they think they are still going to need the clinical 
employees.”   
 
“For the non-clinical employees, yes, there probably would be some layoffs.  But 
the non-clinical employees are very roughly 30 percent of the total workforce in a 
hospital, and the parties experience high turnover in many of those positions, and 
they tell us that they are reasonably confident they could have a reduction in force 
without material layoffs; that is not a guarantee, but we have more protections 
now under the Tennessee document than we had before.” 
 

Mr. Mitchell added that he wanted to remind the Board that part of the reason that the Board 
structured the commitment the way it did the first time was to enable the Applicants to be 
successful in the execution of their strategy knowing that are very open about what might happen 
in Norton and Wise.  He said,  

 

“It is not necessarily that Tennessee took a stronger position in protecting the 
employees.  It is just that you all took a different one. He added that some 
people could argue that it might be more protective for employees because you 
are allowing the Applicants to actually make business decisions about the 
growth.  So, part of the reason for taking no action here, actually gives 
employees in the region the benefit of both.” 
 

Mr. Barry said that the Applicants have contemplated on having a Board size of 16, and the 
Tennessee Attorney General said size shall be eleven (11). 
 
He continued,  

 

“Because the Tennessee Attorney General there had a very strong opinion that 
11 was the optimal size for a Board and they would have the strongest Board.  
We can like it or we cannot like it, but this is again in the category of it is, and on 
this one, it will be pretty difficult for Virginia to say no; you will have a Board of 
16 because that would be impossible to compliance.  So, previously the deal was 
that Virginia would have two (2) representatives of the 16-member Board within, 
I believe, two months of closing of the transaction with a third Virginian added to 
the Board by year five (5), and 3/16’s would give you 18.75% Virginia 
representation.  Incidentally nothing here bars there being greater 
representation by Virginians on the Board.  There also are a bunch of other 
committees which have non-board members on them which serve the Board and 
Virginia is represented on those committees.  There are a lot of Boards at the 
individual hospital level in Virginia which have Virginians on them.  Although the 
scope of the Authority on those Boards is somewhat limited.  The Tennessee 
deal said the Applicants must have a minimum of two (2) Virginians on the Board 
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as of the date of closing (essentially immediately); 2/11 is essentially the same as 
3/16’s.”  

 

 

Mr. Barry explained,  

 

“The Applicants have offered; not withstanding what Tennessee is saying, there 
minimum requirement of two Virginians.  We will have a third Virginian member 
on the Board within the first two years after closing, and that will bring the 
Virginian representation up to around 27%, and the logic is that there are going 
to be a lot of things happening in the first two years after closing.  There are 
going to be a lot of plans developed to implement the merger and that is going 
to be an important time for there to be representation on the Board.  After that, 
the required level of Virginia representation would drop back to two (2); as 
offered up by the Applicants. 

 

As a marker here, that is measured by hospital in-patients for both systems 
combined), thirty-five (35) percent of system wide admissions are Virginia 
residents.  The staff recommendation here is to accept the proposal from the 
Applicants for three (3) Board members immediately dropping back to two (2).” 

 
Senator Chafin said, “Can anyone in the room think of a logical reason why we should have less 
than three (3)?”   

 
Mr. Barry stated:   

 

“Alan you are quite articulate on matters of governance, and I think you may 
want to focus on who your Board members are selected and how they come up 
through your system, and how you select Board members to serve the system 
and not serve their individual constituencies.” 

 
Mr. Levine suggested,  

 

“There is nothing saying that there won’t be three (3).  What we are saying is 
that we are committing to three (3) immediately; that third may continue.  What 
we are trying to avoid as much as possible is a representative Board.  One of the 
best practices in Health Care governance; and this has been peer review studied 
to death, that the worst thing you can do with governance to the health system 
is to have people on the Board that believe they represent either a location or a 
group.  Because the IRS requirements for governance for not for profit health 
care institutions is that they have a fiduciary duty to loyalty, a duty of care and a 
duty of obedience to the mission of the health system; not to Virginia or 
Tennessee.  So, even for the three people who are going to be on here and live in 
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Virginia, they are not permitted to represent what’s good for Virginia when it 
comes to fiduciary decisions of the system.  When those types of things start 
happening at the Board level, as the Chair, my job is to say, ‘you can’t do that.’  
What is good for Virginia or Tennessee certainly are considerations, but they 
can’t drive the decisions the Board makes.  The Board has to make decisions that 
are in the fiduciary interest of the system.  

 

Second, when you look back at how we ended up with 16 Board members to 
start with.  We have to have the right competencies on the Board.  You have to 
have people with accounting, legal, health care quality, and population health 
backgrounds.  Number two, we only have one female on the 16-member Board 
that we already recommended.  We have got to do a better job with diversity, 
and we have to try to address some of the geographic issues that we have.  We 
have people from all over the region, not just Virginia and Tennessee.  As we are 
trying to figure out who is going to serve on the Board long term, we have to 
deal with all of those different issues.  So, the reason we pushed back 
consistently on mandates on the Board is we are trying to have as much 
flexibility as possible to get the right people.  I will also say this, Mountain States 
currently has (and I am saying this hopefully for comfort) on two people out of a 
14-member Board from Virginia; yet if you look at our capital spending over the 
past six (6) to seven (7)  years, the majority of our capital; a half a billion dollars 
of our debt is tied up in expenditures in Virginia; even with only two (2) Board 
members from Virginia.  There is no evidence, I think, to suggest that the 
number of Board members has a negative effect on how we have dealt with our 
assets in Virginia.  They are just as important to us as are our Tennessee assets.  I 
would tell you that I think the three (3) is appropriate.  Just think about this, as 
Wellmont and Mountain States, we are supposed to appoint an equal number.  
Now one of us is going to have to recommend two (2) people from Virginia and 
the other is going to nominate one (1) because we have three (3) that are going 
to be on the Board.  This is just how complexed this process gets.  So, I just ask 
for some consideration on that.”  
 

Mr. Browlee said,  

 

“This Board issue was a big deal when we negotiated a year ago. We had 
extensive conversations about that. I guess you know I am a Professor Emeritus 
of Accounting, but I also serve on a lot of nonprofit Boards, talk nonprofit Board 
governance, have great interest and reasonable expertise in it. I was quite 
surprised when I saw the 16 become 11 and I said, “where did that come from?”  
Well, we know where it came from.  Is 11 a pretty good number given the 
research studies?  Yeah, it is.  Is it right in this case?  I don’t know to come out 
and dictate a number was a surprise to me, quite frankly, I don’t think I would 
have voted in favor of that, but I wasn’t asked. So, it is what it is. The Board is a 
really big deal, from the discussion that I remember we had a year ago, and we 
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reemphasized it now.   In putting the Board together, there are a lot of things to 
think about and the notion to represent a given area is not one of those things.  
Although, given insight into what that area needs are particularly important.  I 
was convinced a year ago when we had the debate/discussion that the approach 
to more governance was in my opinion the right way to approach Board 
governance.  I have no reason to believe that it is not that case today.  So, where 
I come out with this three (3) and then maybe two (2) (we haven’t talked about 
this), but as I viewed the whole thing, I just viewed it as we went from 16 to 11 
everything changed.  We only got two and sort of to be kind and as a goodwill 
gesture, we will give you three for the first couple of years because that is when 
a lot of decisions is going to be made.  I don’t know if that was the case, but it 
seems to me that was what you were doing.  The last thing I would say, if in a 
couple of years, you have reason to believe that your Board is stronger because 
there continues to be three representatives from Virginia, I personally believe 
that you will continue to have three (3). So, I think this is the right way to go 
personally.” 
 

Mr. Barry suggested that,  

 

“Research and Development – there is an on-going effort among educational 
institutions in the area including eastern Tennessee, College of Pharmacology, 
University of Virginia at Wise, Emory and Henry and Dixie asked, why did you 
skip 18?   

 
Mr. Barry responded that we are not doing everything in perfect order. He said,   

 

“Dixie stated that she did want to visit 18.  There were some changes and she 
wanted to hear what brought the changes about.  Chairman Kilgore asked what 
was 18, and Dixie responded, ‘Education.’”   

 

Mr. Mitchell stated, 

 

“I think I can do that one really quick.  It is my understanding as the Applicants 
relayed to us that the educational institutions have been meeting and putting 
together a plan and within a certain time after the merger, that plan will be 
endorsed.  There is an educational consortium working on the plan.  There was 
some discussion about which colleges were part of the consortium.  Is VCOM or 
College of Pharmacy?   

 

Dr. Susan Mayhew stated that there was a meeting a little over a year ago, but that was the 
last time the College of Pharmacy had been involved.   

 

Dr. Tooke-Rawlins stated that she was not talking about research but Commitment 18 which 
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changed a lot, and she was just trying to understand.  She said that it went from one 
educational representative from Virginia and one from Tennessee as a co-chair.  

 

Mr. Mitchell stated, 

 

“I think what they were trying to do there was ensuring representation from 
both Virginia and Tennessee.  There is some discussion about moving residency 
positions.”   

 

Mr. Levine responded, 

 

“That residency positions in Virginia will remain in Virginia.  They are secure and 
that is our commitment and that hasn’t changed.  What can happen is we can 
move residency around between facilities depending on what the residency 
counts look like and to help fill them all.  So, I don’t think anything has changed 
materially in the commitment.”   

 

Dr. Tooke-Rawlins asked, “So will we talk about this more?  It is different for medical school 
than pharmacy school than physical therapy. “  

 

Chairman Kilgore stated, “Yes, we can add that in the letter.” 
 

Mr. Barry said,  
 
“There is an on-going effort by the educational institutions engaged in research to 
come up with a collaborative plan among them.  What we are recommending is 
that the plan submitted by the new health system on how it is going to fund new 
research; reflect the input by the educational institutions as they agreed to.  I am 
not aware of any disagreements from the Applicants on this one.  As I said at the 
onset, the staff is concerned about the cost of compliance because there is a lot 
of data collection, plans, and reports (quarterly and annually) that have to be 
submitted.  We believe that the compliance cost under the Tennessee agreement 
will be substantially in excess of the cost under the Virginia commitments.   
 
We were concerned that the financial performance of the Virginia facilities (the 
profit and loss) would include allocated overhead reflecting the Tennessee 
commitments.  Therefore, the overhead would be disproportionately allocated to 
Virginia.  The parties have acknowledged our concerns and they and Professor 
Brownlee have come up with language on the basis of allocation of overhead and 
cost so that the cost for Tennessee compliance is allocated to Tennessee and the 
cost of Virginia compliance is allocated to Virginia.  I think it will make the bottom 
line of Virginia facilities look better.”   
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Chairman Kilgore responded,  

 

“I was going to say that was a good catch by the staff and we thank the 
Professor.  That is going to help out bottom line in rural hospitals, and we are not 
absorbing some of the costs of compliance from Tennessee that is a lot better 
and will definitely improve our bottom line. What we are looking at is one 
system and who cares how it is allocated within the system, but when decisions 
are being made on which hospitals or facilities to close or what services to offer, 
people do look at financial statements. I am not aware of any disagreement 
between the staff and the Authority on this one.”   

 
Professor Brownlee suggested this is not surprising to our business people and that, 

 

 “Allocation is a big issue and no matter what part of business you are in, you are 
always allocating far more than you should be allocating.  I have never worked as a 
consultant where someone said we are getting more than our fair share.  What we 
didn’t want this to happen because we are concerned with the cost of compliance in 
Tennessee.  We didn’t want it all to end up in a big overhead bin and somehow willy 
nilly it gets pushed out and Virginia gets more than its fair share.  Essentially as I 
view it and as a result of the conversations with the parties, the vast majority of this 
related overhead could be directly attributable to Virginia and Tennessee, so it is not 
going into a big general bucket. It will be identified and put into a Virginia bin based 
on what is going on there.  The vast majority will be directly identified and not go 
into a common bucket.  I think what goes into a common bucket will be fairly 
immaterial, and that will have to be pushed out in some manner that is fair and 
reasonable.  I am comfortable that the way they are going to do it is going to allow 
them to do it.  We just wanted to recognize it upfront, so after the fact, the 
Authority didn’t look at me and say Professor Brownlee, how did you let that one fall 
through the crack?  Well, we didn’t want it to fall through the crack.  It was a big deal 
because it provides costs to a lot more than we expected it to be.  We just want it to 
go where it ought to go and so the states are compliant, and I am convinced that is 
where they will go if we ask the Commissioner.  Alan joking stated that they were 
hoping that a 100% of the compliance costs could be avoided.” 
 

Mr. Barry said that, “Transparency is our final recommendation.  The staff understands this 
burdensome bureaucratic process in Tennessee.”   

 
A. Consideration of Staff Report and Authority Reaction 

 
Chairman Kilgore asked if there was any discussion on this topic and said the goal is to take staff 
recommendations.   
 
Mr. Mitchell said that the Board is not necessarily looking for specific wording but concepts that 
need to be captured that can be put in the letter.   
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Chairman Kilgore stated that the Board needed to capture the concept on population health so 
that it adheres to the Authority’s plan to measure and develop.   
 
Senator Chafin said,  

 

“Mr. Chairman the measures that are here before us, I am prepared to support 
them with the exception of the one that deals with the number of Board 
members, and I look at this with the mindfulness that Alan won’t always be here 
for guidance and I won’t always be here either.  In fact, none of us will always be 
here.  So, I think we likewise have a fiduciary issue with regards to this merger, 
and I am confident that the parochial thoughts of the three (3) board members 
that will be on there can be contained; so that they will be mindful of their 
mission and I would like to see three board members.   

 

Chairman Kilgore stated that it says on the staff recommendations that the Authority should 
recommend to the Virginia Commissioner to require three (3) Board seats for Virginia.   
 
Senator Chafin responded,  

 

“But it is explained further that there would be with respect to two.  You would 
like to strike out as specified in the revised commitment.”   

 

Mr. Chafin stated that is correct.   
 
Chairman Kilgore asked if there were any other discussion on that commitment. He said,  

 

“I know initially, you gathered us all together to ask how we can collaborate on 
research, and I think it is a great opportunity because of the many schools you 
have in Southwest Virginia.”   

 

Chairman Kilgore responded,  

 

“I can tell you, Dixie, I have had this conversation with both Applicants with 
myself along with our staff about some ways to come up with some dollars on 
the R&D side and I asked if we have some money on Virginia side could we 
entice some of that research and development and let some of that Research 
and Development come to Virginia, and I think; if I am not wrong that the 
answer was, yes (Applicants agreed), that they would be glad to work with us.”   

 

Mr. Levine agreed. He suggested that there is going to be consortium of institutions that will 
collaborate.   
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Mr. Levine said,  

 

“We are blessed in the region to have many institutions each doing many various 
parts of research, and again, I get back to what Dr. Cantrell said earlier; we are a 
region, and ETSU as a major state institution in Tennessee that has the capacity 
of helping us do major cluster hires. Today, if UVA at Wise is doing research or a 
different institution are doing some element of research, it is right now confined 
to what we are doing in that market; whether it is in Wise County or where.  
When we move forward and are trying to do cluster hires or we want to invest 
heavily into something let’s say, addiction related research, the benefit of this is 
that we will now have one system of 100,000 discharges plus all the out patients 
that we touch, which is more than two million patient contacts a year with a 
single data system.  That is going to make use extraordinarily attractive. In order 
for us to be competitive, where you have had a lot of stress and high NIH level 
research, we are going to need a work horse like OTSU.  We are going to need a 
work horses like UVA, like Virginia Tech, who brings research opportunities to 
the table, and what makes our research potential more competitive is because 
we will have this collaborative.  A consortium of partners and ETSU has taken a 
lead to go seek research funding.  The fact that UVA – Wise, Emory and Henry or 
whomever else is part of that competitive application makes it a stronger 
application.  The fact that it is linked to an academic system with over 100,000 
discharges in a common data system makes it extraordinarily powerful and then 
you add to that a part of the country that has been very under invested in 
research.  I don’t think there is anything stopping us, but we do have to do it as a 
consortium.  It can’t be one doing it at the expense of the other one, and so to 
the Chairman’s point, if the tobacco commission comes up with several million 
dollars and says we want to put some money on the table.  We want to find 
matching funds; then you are going to see us not just leverage what we spend in 
Virginia, but we may say we are going to take this research potential take the 
money you put on the table, and match it with our money and then try to go find 
some NIH and other private sponsored research dollars.  So, we have just 
become a much more powerful research enterprise once we do this, and I would 
rather rely on institutions that are here as our work horses to support research.  
Vanderbilt does great research.  Obviously, they are a translational center for 
translational research; UVA, they are all great institutions, but if we want this 
region to become a powerhouse of research, we are going to have to do it 
ourselves.  So, I think there is a lot of opportunity here, and I think that the 
commitments we have made go right to the heart of it, and the consortium is a 
really important aspect of it.” 
 

Chairman Kilgore asked is there any other discussion on any other issues.  
 

Chairman Kilgore said, “We did amend the staff recommendations; we just struck out that last 
part of the Board positions and just put in Virginia period.” 
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Senator Chafin made a motion to move to amend the Board position language by striking out as 
specified by this committee; so as to require three (3) board members.  Senator Carrico seconded 
the motion. The Chairman called for discussion. There was none. The motion carried 
unanimously.   
 
 
Chairman Kilgore explained,  

 

“Ben Chafin made a motion that we adopt the recommendations of the staff as 
amended and recommend to the Commissioner the revision to the Virginia 
commitments to reflect the proposed language consistent with the revised 
language and the Authority’s goals and to direct the Chairman and staff to 
transmit the Authority’s comments and recommendations to the Commissioner 
as quickly as possible. That as quickly as possible relates as the Commissioner 
has a deadline of October 31, 2017; so, we need to get our recommendations to 
the Commissioner as soon as possible.”   

 
Senator Carrico seconded the motion.  No discussion.  Motion carried unanimously. 

 
Chairman Kilgore said the Authority is going to receive invoices from the staff but said the 
Authority will not meet again until December. He requested a motion that the treasurer, Dr. 
Henry, could approve any invoices.  

 
Dr. Henry said, “We have received an invoice for $7,333 and after that is taken out of our account, 
that leaves us with $30,777.”  

 
Chairman Kilgore said,  

 

“That was from Jeff Mitchell and I think he donated some of his time and that is 
really just keeping up with the business of the Authority. Mr. Mitchell noted that 
the Authority has not received invoices from the staff, but he thought it would 
before December. He suggested that Dr. Henry be allowed to review them and if 
they seem in line to pay them.  Otherwise, they will have to wait until the 
Authority meet in December.” 
 

Senator Chafin responded,  

 

“Mr. Chairman, I make a motion that we authorize Donna Henry to review the 
invoices and to pay them in a timely manner since we do not meet again until 
December.” 

  

Dr. Cantrell seconded the motion.  No discussion.  Motion carried unanimously.  Dr. Henry 
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stated that when she gets invoices, she shares them with Dr. Cantrell.  Chairman Kilgore said 
that this was fine.  

 
V.  New Business 
  

A. Comprehensive Harm Reduction – Dr. Cantrell 
 
Dr. Cantrell said,  

 

“I will go through this pretty quickly, but I wanted to bring you up to date on 
some of the issues that we are struggling with related to injection drug use and 
the opioid crisis in our area.” 

 

Dr. Cantrell explained that comprehensive harm reduction is a concept that looks at a 
variety of measures that keep people who are in active addiction alive; Narcan is part of it, 
and there are other components of it until the person is ready to move into 
treatment/recovery.  She said that the opioid was declared an emergency last year in 
November by the Commissioner and that there is rise in rates of opioid overdose deaths. 
(Depicted on the slide presentation that is available on the webpage.)  This dashboard is on 
the Health Department’s website will be updated with ER overdose visits from opioids, 
heroin or other drugs and can compare it to last year. She said that the site will also display 
numbers on the bottom from 2016 and compare them to 2015 and appreciate that the 
problem is not getting any better. 

 

Dr. Cantrell continued,  

 

“So, in 2015 and 2016, there was an outbreak of HIV infection in Scott County, 
Indiana that was an area demographically very much like Southwest Virginia, and 
they had a precursor outbreak of Hepatitis C in that community two years 
earlier.  The biggest criticism to their approach was had they recognized their 
Hep C problem two years earlier and dealt with it aggressively, they could have 
mitigated or perhaps avoided their HIV outbreak.  They were a little community 
like Wise or Norton that had one or two new HIV cases in one year had a 190, 
and they were completely overwhelmed, just like we would be. 

 

For five years, we have been aggressively working up contacts and cases of acute 
B and C because we know if you have gotten one then you are at risk for any of 
the other two or all three of them, and we want to get their contacts and screen 
them and test them and try to protect them so they don’t spread it, and these 
are mostly by IV drug use. 

 

After the Scott County, Indiana outbreak, the CDC identified 220 counties in the 
United States that were considered vulnerable and had conditions similar to 
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Scott County, Indiana that put them at risk for an HIV outbreak.  There were 
eight (8) in Virginia.  You can see that they were all in far Southwest Virginia, 
except for Patrick County. 

 

Harm reduction is what I am going to talk about today and basically harm 
reduction tries to limit the consequences of the disease.  So, when we find 
people that are injecting with users that have Hep B or C, we test them for 
everything else including HIV, then educate them and refer them for substance 
abuse treatment.  We are the first Southwest Virginia health department (clinic) 
to offer PreP (pre-exposure prophylaxis for HIV).  In Lee, Scott and Wise 
Counties, there are clinics twice a month for that if you are an injecting drug user 
or a partner of someone who is and you don’t know the HIV status of the people 
you are shooting up with, you can take a pill a day and it reduces your chance of 
becoming HIV infected by 70 percent, and that is being supported by the State; 
so, it is not costing any local money.  Risk reduction counseling is a piece that we 
don’t have.  We have been taking our addicts for the past five years, people that 
are injecting or have Hepatitis who are not ready for recovery.  All we had was 
here is some Clorox and here are three cups (they didn’t have cups in their 
house) and water and here is how you clean your syringes.  We are still seeing 
bumps like you see in the Hep B and C rates.  The piece that we don’t have is 
sterile syringes that we can give them.  A syringe service program that will allow 
sterile syringe distribution and also take up and take in their used syringes to get 
them off the streets so first responders aren’t stuck with them when they are 
taking care of these folks in an overdose situation.” 

 

Dr. Cantrell said that Virginia passed a law last year that went into effect July 1st to allow for 
syringe services programs.  She believed that it is unfortunate that the first words in this is 
titled syringe, because it is so much more than syringes.  She said,  

 

“It is about people coming in to get syringes as kind of a carrot, but there is 

screening for infections.  There are provided counseling about risk reductions.  

There are vaccinated for Hep B if they are susceptible. They are offered PreP if 

they are willing to take that and you can give them clean syringes and dispose of 

their used ones if they are ready to do that. 

 

So, it is a community-based program, some of the concerns that were expressed, 
which there have been places in the country that have 20-30 years’ experience at 
this; that it does not increase drug use, it does not increase crime.  It does reduce 
used syringes in the community and increases first responder safety, and more 
importantly it actually reduces injection drug use because more people get 
connected to treatment. I think in Virginia, there was a determination of needs 
that passed in July and several localities in Virginia are eligible to offer syringe 
services programs.  The criteria for eligibility are those eleven there. Hep C 
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morbidity for ages 18-30 year-olds (I think the map was pretty clear convincing 
evidence of that); HIV morbidity, we don’t have a lot of that yet, and I personally 
would like for it to stay that way.  In one of our outbreaks, we had an HIV infected 
person involved as one of our contacts, but that individual was in Ryan White 
program and was on meds and he was viral depressed, and we dodged that bullet. 
I don’t want to count on that going forward.   

 

We have prescription opioid overdoses, and I can show you a map that looks just 
like the Hep C map, and we are dark in that area.  We certainly have poverty and 
high unemployment levels that are exceeding state rates.  We have a prescription 
opioid volume that exceeds (especially Wise and Dickenson Counties) the number 
of opioid prescriptions is greater than 100 per 100 people; so, it is the highest in 
the state.  Buprenorphine prescription volume; is one of the drugs used to treat 
opioid injections, EMS utilization, I get a weekly report on syndromic surveillance 
on the ER admissions for overdoses, and we are high in terms of rates there, 
Naloxone administration with positive response; we are rural community not 
heavily populated, but we have Narcan that we are dispensing in the community 
for lay rescuers as well as being administered by EMS.  Then, arrests for drugs or 
narcotics; if you talk to law enforcement that is really a common reason people 
end up in correctional facilities.” 

 

Dr. Cantrell explained that there is an application process that a locality has to go through in 
Virginia to apply to the Commissioner to open a syringe services program.  She said that it 
did not have to been done by the health department.  A community-based organization can 
do it, but basically anybody can do it if they have the infrastructure to operate the program.  
She said that those are the criteria and the Applicants do have to have support from your 
governing body, local law enforcement and local health department and then partnering 
agencies that will accept referrals for substance abuse treatment to treatment facilities. She 
said that she has spoken with the local agencies and they are ready and willing.  Next, she 
explained the plan for community engagement, outreach, and what would get the message 
out in demonstration of administrative capacity to operate the program and funding.  Dr. 
Cantrell said that there is a limitation or restriction on federal and state dollars to be spent 
buying the syringes, but that there is some federal funding stream now because of the 
opioid crisis to access that.  She suggested that local money typically other than for 
screening Hepatitis; typically, what we do routinely, there wouldn’t be additional local 
money required. Dr. Cantrell continued,  

 

“So, part of the harm reduction, I showed you a wheel which syringe services 
were a big part of the requirement that you develop a work plan and submit the 
information here to the Commissioner and if it is approved, then the 
Commissioner can approve you to operate the program.  I am glad to ask 
questions about it, but what I would like to ask you to do is for a vote to support 
in the Authority’s footprint area, pursuing syringe services programs to try to 
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reduce the significant burden that the opioid abuse has caused in our area.  

 

I only showed you the viral infections here, there is actually some outstanding 
work done here.  I think Tom (Dr. Massaro) shared from health affairs article last 
year that showed the bacterial infections related to infection drug use, and I took 
the methodology that that study had used and ran that data for Virginia for over 
a ten-year period and ended in 2014 to see where we stood with endocarditis, 
septic arthritis and epidural spinal abscesses, and we have seen a tremendous 
increase in those as well.  So, it is death, viral infections, bacterial infections and 
it is something that we can do something about; at least that piece until the 
person decides to seek treatment.” 
 

Chairman Kilgore asked if there were any questions.  
 
Mr. David Eaton made a motion to support the program.  Dr. Mayhew seconded the motion.  
Chairman Kilgore stated that the three legislatures will have to abstain because three voted “no” 
on it.  Motion carried; all were in favor except the three that abstained, Chairman Kilgore, Senator 
Carrico and Senator Chafin. 
 
Chairman Kilgore asked if there was anything else that needed to come before the committee.  

 
VI.  Announcements 
 
There were no announcements. 
 
VII.  Public Comment 

 
There was no public comment. 
 
VIII. Next Meeting of Authority  
 
Chairman Kilgore said the next meeting will be December 13, 2017 at the Southwest Virginia 
Higher Education Center at 2:30 p.m., and he thanked everyone for their hard work. 
 
 
 
 
IX. Adjournment 

 
Meeting was adjourned at 5:10 p.m. 
 
 
_______________________________________, Chairman  
Terry Kilgore 


