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PROFESSIONS AND OCCUPATIONS: MEDlCINE AND OTRERHEALING ARTS
PHARMACY - DRUG CONTROL ACT · PERMITrlNG OF PHARMACIES. 

For•pront subsidiary corporations, wholly owned by general hospital operated by 
nonprofit tax-exempt hospit:il corporation, will not be cng;acing in unlawful pC"actice or
medicine or in unlawrul practice or pharm:icy by payinc salaries or licensed phys.lcians 
and pharmacisLS employed by them, as loni: a� physicians exercise cxclusivi: control over 
di:clslons requiring professional incdic:iljudgment, and pharmacists exercise independent 
professional judg,mc:nt in dispensing drugs,

The Honorable Jaclcie T. Stump 
Member, House of Delegates 

May 22, 1995 

You ask whether the fom,ation by a nonprofit, tax-exempt hospital corporation of 
two for-profit subsidiaxy corporal ions for the purposes of employing physicians and oper
aring a relail pharm.,cy would violalc :my of the provisions of Title 54.1 of the Code of
Virginia pertaining lo the pr.ictice of eiiher medicine or phannacy, 

You relate that a no1utock, nonpr0Ci1 corporation operates a general hospital io 
Southwest Virginia. The hospir..al serves counties wi1h widely dispersed populations, and 
a rcl:i.tively high percentage of the patients i.n these counties arc indigent or their medical 
services are paid by governmeot programs. You state that c:ffons to recruit pbysicians-in 
particular, specialists-have hccn hindered due to the hospital's rural location. 

Under lhc: proposed a:rr;uigemcnt, lhc hospital would fonn a wholly owned for
profit subsidiary corpor,11ion ("physician subsidi,uy") to employ one or more physicians, 
licensed by the Commonwealth to prnc1ice medicine, as fu1l-1ime members of its medical 
slaff. You state 1ha1 the physicians would be employees of the physician subsidiary. 
which would be conLrollcd by a board of clireclor& lhat may consisl of one or more 
members of lhe board of directors of the hospital, as well ;is members from the commu• 
nily at Jnrge. The physician subsidiary would bill patients for the physicians' services aod 
would pay the: physicians' salaries. tr so dirccled by the board of the: physician subsid· 
iary. 1he hospital would receive dividends from the physician subsidiary should its reve
nues exceed oper,1ting costs. 

Physicians employe!l by the physician subsidiary would exercise their independent 
professional judgment, and would be solely responsible for the medical care of patients 
and for Lhe supervision of unlicensed technical employec5 administering diagnostic 
treatments and tests ordered hy the physici:ins in accordance with hospital or subsidi3l)' 
pro1ocols. 

You al5o relate th.it a separate for-profit subsidiary corporation ("pharmacy subsid
iary") would bi: established to own and operate a retail pharmacy to meet the needs of 








