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Executive Summary

In 1983, Congress passed legislation creating the Medicare Prospective Payment Syste
(PPS) for inpatient acute care services. One of the major determinates of payment in the PPS
the wage index which is set for each of 329 Metropolitan Statistical Areas (MSAs) and each
statewide rural area. Soon after passage, it became clear that hospitals located just outside om
MSA could be paid based on a wage index substantially lower than local market wage levels.
This anomaly resulted in hospitals just outside metropolitan areas not being able to compete ir
the urban labor market for professional staffing.

In 1986, 1987 and 1988, Congress sponsored legislation to try to fix some of the most
blatantly unfair issues that had been presented to various members of Congress. In 1989,

- Congress legislated the Medicare Geographic Classification Review Board (MGCRB) that wo

annually approve hospitals that meet certain criteria for geographic reclassification and allow
them to be paid based on the wage index of a nearby geographic area, or in certain cases, by tt
standardized amount of a nearby metropolitan area.

The criteria were determined by the Heaith Care Financing Administration (HCFA) an
published in proposed form in 1989 and in final form in 1990. Subsequent regulatory changes
the criteria have generally had the effect of reducing the numbers of hospitals that were
reclassified over the years. On several occasions, Congress has acted to liberalize
reclassifications. In the spring of 2000 HCFA did allow for a modest expansion of reclassifiec
rural hospitals by lowering the criteria for reclassification slightly.

In the Balanced Budget Refinement Act of 1999 (BBRA) Congress approved a numbe;

- of individual hospital and individual county reclassifications for a two-year period. While the

popular press labeled many of these fixes as "pork barrel politics” these temporary fixes were i
response to serious reclassification deficiencies that had cropped up over the years.
Additionally, in BBRA Congress asked the General Accounting Office (GAO) to study the
reclassification process and report back to Congress no later than May 20, 2001.

The Coalition to Preserve Reclassification (CPR) is a group of reclassified hospitals (o1
hospitals that would have been reclassified under previous criteria) that are seeking to preserve

- the reclassification system and fix criteria that have gone awry over the years or certain other

obvious and inequitable situations that simply were not anticipated. Thc CPR hospltals have
three requests of Congress:

1. If BBA relief is granted in the fall of 2000 would Congress consider the
systemic fixes that are outlined herein as a part of that legislation?

2. Would individual members of Congress consider approaching GAO, as
appropriate to let them know of their general support for the geographic
reclassification in its existing form (after fixing the criteria as mentioned
above)?

3. Consider whether you would be willing to sponsor or support leglslatmn to
broadly fix the criteria to preserve the reclassification process and make it
work appropriately for perhaps the next ten years. This would likely be foi

the 2001 Congressional session.
Filing #3a01622a6-1661-476-9564-d2871aae3f43 - Page 5 of 14



Filing #3a0162a6-1661-476f9564-d2871aae3f43 - Page 6 of 14



"dlqe]iear

S2UI022q BIRp MoU

[nun uonendwos siy; 10§
BIED XIW {[DS YHY 19p[0
JO 9sn ayj mofje pnom
jesodoxd inQ srqeieae

ST BIED XIWI [{1$ JUSLIND ON
'SBIQ XTUI [[13S SOIRUTLI[D
pue 53500 1ndus 12 sy00]
BLIONID SIY [, -"SBaIE URqIn
Aqieau uey) xiu1 [[1s Jomo]
B aimnsqns A[uessaosu
w3 srendsoy pred 1omof
18} paziudooal ssarduo))
eL2ILD 93em A[Inoy
a8eiaAe (eIl 0479) 0419
U} 10J BLISILID JANRUIR)E
ue paysiqe}ss ssaifuo))

BLIILLD) dADEUIdY [V
XA [euonednddQ %06

"BLI9ILIO Sy} 90Ul 03 (NJA)
[e3dsoR] pnop) 15 Iapisuoo
pInom uorsiaoid [eroads

V BLISID 9301 9y} 1aA0
'9q 03 sjendsoy may 10 somy)
M VSN ue st fejidsoy
3uiked 150yB1y 18Y) THP
prnom resodoid mQ “yvSIW
woy 3y} Jo %801 jo 98em
Apnoy o8e1oae ue oAry

01 [eidsoy e 1o (s1qrssodur
SLIL - - VSIA [endsoy o13urs
® 10]) o[qissoduwir jsowe
Aflesnisiyels s1 3] . eoIe
Iayjoue o} srejrdsot] zomay
10 9214} Yiim SYSIA [[eus
WIOY} SUONEIJISSB[0aI Aur
pajewiw]3 AJ[enuia 1 ‘b6
Add Ul BUILID 24801 2y}
pajuawa dwt v IDH usym

‘SVSIN
[IBWS Ul eLI)LE) %801

‘patyisseoal Kjnjssaoons
sem [elidsoy SunloquSiou
E asneoaq Ajdurs xapui
o8em Tomof © Sumed woy
sieyidsoy paijisse[osel-uou
Juaaaxd 0} sUOHEOIJISSE[Ia1
. ueqIn 10} popasu

S JUSUes) JR[TWIS Y

"Xopul aSem

© e a1 jo uopeinduwon
9Y) WOIJ PaAOWSI

9q JOU P[NOM PATJISSB[O
sem jey) [eydsor] Jema

Aue 10§ SINOY pue S1500
ofem oyj sny ] -xopul afem
[BIT 9PIMO]E)S 9Y) 10} J0O])
[ean1 e papraoad ssai8uo))
‘aIniels 6861 reursuo ay; ug

10014 ueqan

SHASSI A0 AUVINIANS

-,

"sjeyidsoy

9 3uno3jJe SUoNEIIssE[Ial
IPIMAIUNOD

T 3I9M 319Y) ‘00T

Add 104 “spepdsoy ge
3ur103jJe SUOTIBOIISSR[0AI
IpIMAIUNOD

€T d1am 2194} ‘66T Add

w ‘ordwexs 104 “Ajienb
uBd SINUN0I M3J ‘Ansnpur
9y ur safueyd o) ongg ‘Jn
uanedino papuedxs oy
pUE sjun Yjjesy swoy pue

ANS YoAsq ‘qeyey paseq

[endsoy jo uonriajijoid oy;
910339 ‘06-6861 W pauSisap

SEM UO[BOIJISSR]O0]
9PIMAIUNOD JOJ BLIAILID O]

U0 BIISSE[IY
apimfiuno))

NOLLVOMISSVIOTH FAHASTIJ O.L NOLLI'TVOD

onssj Jo uonduosa(g J3

5
=

Filing #3a0162a6-1661-476f9564-d2871aae3f43 - Page 7 of 14



Issi

Bri

Filing #3a0162a6-1661-476f9564-d2871aae3f43 - Page 8 of 14



000°000°vE$

939 ‘ydingsyig ‘oeoryn).
Se [ans vole ueqin 231 0]

Juse(pe o1 Yorym Jo 9405 -

A1erewnrxoidde siendsoy
[exru 1a31e] AffeIousy)

“BJep 10] 92IN0S MaU

© SPUl VADH 9114 ejep
Xl {euoniednooo 19pjo asn
0} sfendsoy moy “Ajmois
sa8ueyo X1 [euonednosg)

000°000°81$

.. "uonenyis

subun vore teqIUNs

Ul st yorym ‘fendsoy
PRo[D 1S ‘0SIY "YSIN

ue ul siapiaoxd 1omaJ JO
22} yim spendsoy ueqin

~ 'Seale Iaylo o}
A1qereduios siapraoid samaj

10 931U} Y)IM SYSIN 1821,

000°000°1£$

‘ousst A1inbs oiseq e

s1 pue s[eydsoy paryissejoar
-uou s309jye A[uo 1 1809,
© 58 ,paI00s, 9q pinoys
SIU} SA91[9Q 10U Op 9

) i PR
payIssejoal are (s)ejidsoy
SI0UI IO JUO QI

VS ue w sjeidsoy ueqar)

stejidsoy payissejoor

~UOU [eINI-0} A[IR[IWUIS Jean)
" srendsoy parjisseyosl
-uou ueqan aztjeuad Jou o]

i 000°000°08%

. (ueqn

o3re[) voxy Teousnwls
uep[odonspy pajepijosuo)
e ur syeyidsoy ueqiny

'[9A3] S661
A1oreunixoxdde je sjendsoy
AJ1s5]091 0 BLISIID 210)59Y

(s1s0p Sunex

waneduy uQ) pas
‘(10239 AnpennaN 198p
1edul] ejjoq pajew

s[eyd:
P313a3y Jo o1y

]
<

‘sfendsoy gg

stoury] ‘Ajunon)

997 10} VY g Ul pue

21me)s [euIduo oy} ur ‘sa g

LI QAN RUIIY Y
X1 [euonednadQ o406

stenidsoy /7 Ajajewinxorddy

'ON

‘SVSIA
[[BWE OI BLINLLY %801

‘sfeidsoy oo sdeyiag

. VSN

"SI ‘Ginqsanjey pue
"VSI ‘uojseq ‘woys[yieg
UMOWAY VHEE SO&

1001 UBQI)

‘sjejdsoy

Z11 Ajoreunxorddy

'AN ‘Aiuno)) a3uei(y.

pue X 1, ‘Auno)) eLIOZRIg
*HO ‘Aiunoy) zaring ‘NI

‘Auno) oyeT "Vydd S5

woNEIYISSLRY
apimfyuno)

(P19
of INIA STemds
AupJ mo}] A[a1RUIIXOIC

mo:m& s
passalppy ssa13uo)) ¢

2N

476f-9564-d2871aae3f43 - Page 9 of 14

1661

Filing #3a0162a6



3
by

Thi
Ap
Hos
Aff
GO
Pro
Esti
(Bu
(Ba
Ope

Iss

Filing #3a0162a6-1661-476f-9564-d2871aae3f43 - Page 10 of 14



e

‘(sesodind juswiked

10 j0u ) AJUo BLIAILID 24001
10 %801 911 10] VSN swuoy
‘ays pue stendsoy Sunpoes)
Y} 10] papujout aq elEp
3uryoeay ey SpUaUIIIOD2]
ddD uoneoijissejoal

10} BLIOILD %901

10 %801 a1} Sunaswr woy
s[endsoy Suryoes) yiim
Seale ueqin 1ofew 9pIsino
1s0f sjendsoy Sunyoe
Io931e] Aferousd Sunusasid
J0 193139 opis papusiurun
43 sk 1o aseyd sy,

‘porrad 1eaf-oAyy © 19A0
xapur a8em oY1 Jo o ejep
SJUSPISAI pUe SUISIUL pue
§1500 BuIyoeay ueroisAyd jno
3uiseyd st yHv o) £q paj
astwoIdwiod Ansnpur uy

BLINLI (9%,901)
%801 10J e18p JuUIPisaL
pue 3ulqoed) apupdu

"dno1d spimAunos

O} IR[IUIS BLISILID

unowe pazipiepue)s
orepdn ‘osTy “(uonje[nares
HSJ 10J) seaIr ueqin
~281e] 0) 3x0U s[ejdsoy
fexnt um A[Juajsisuos
Paleal} 2 [JIM SBaIE  uRGIn
Iayi0,, 03 1xau sfejidsoy
[edru os uoisiaoxd sy
MUy pandxs sey pue
SHIUOW ()¢ 10J Sem Vg
a1} u uonoe [eworssaifuoy)
snotasld 9], |, 'Seale ueqin
oo ; 03 sasodind junowe
pazipiepurls 107 paijisse[ool
o4 ueo s[e)dsoy fexu Jey)
Ayradg -anssy SuiSrouy

&..3__.5 Nepdn
¥ ueqiq JNPO o} jeany
junowy pazipiepue)g

'sjuswied aanoadsoid Hgy
Japun juswiked yusnedino
oao1dunt os[e pjnos

1 “s[eydsoy [eins pajejost
“[[BWS U2y} 0} aAHeUIS)E
ustuked Joyjoue oAig

01 s9JBI §dd 9y} 9searour

pinom resodoxd Jygp

Toydy

ST ISASYIIM - — PIeMIO]
pajean; ased Jad 53500

Teak aseq UIe99 o paseq
Jo sajel §dd 119y o 1saydiy
oy) pred oq ues syOS

BIIAJLID %901

uroay ydutaxy ~ sjepdsoy
Anunuuro;) ajog

SANSSI A0 AAVININAS

"sey] Ia8urstan) xapul

9dem 10A9JBYM 0] [RONUSDI
88 soxapul adem YSIN

0Mm3 9y} 1as pjnom [esodoxd
AdO "Vd wejseaypou

0} anbrun st suyy,

"10qe] 201835 10] 93odwroo
Isnur jeyy podsurerip

pue uojjazey] ‘aLreg-soNjIm
‘uojueIog 'SYSN Aqresu
omi uelt (0007 X44) 12481y
%C1T J9A0 Xapur oFem e $128
Ia3uision xopur ofem yq
‘3mgsiurer] 1oy payipenb
ATises yd ‘of[1aueq ur
fendsoy Bumnjoes) paq g6 v
‘ Iojue)) [eaIpaA JeBurston

uonnadiuc)) asraAay

NOILYDHMISSVIOTH AYASTII OL ZOHHHQOU

1661-476f-9564-d2871aae3f43 - Page 11 of 14

anss] jo uonduossa(g §a

@
=

Filing #3a0162a6



Iss
Bn

Filing #3a0162a6-1661-476f-9564-d2871aae3f43 - Page 12 of 14



"QUON

"S[00YDS [BOIPSW YHM SBOIR
01 Juvoe(pe vare ueqin 1o

fexu ui speydsoy Sumpoesy,

‘paurunaiop Apuasard jopN

'S[9A3] HS( uBolTUSIS
s Luews syeyrdsoy ey

‘anssi1 juowifed
Iofeus € pazapisuos
*10U - - J[qeUIULI3)aP JON

'$91B)S UI9)s9M [RIng

pore[ndod Kjasreds ur uew
~ s[endsoy pojejost jewg

"POUIULISIGP 9q O]

Vd Wo)seayion
Ul S;YSJAL [[EWS oM

(sisoD Sunex

Juanedur uQ pas
‘(30913 Anpennop 198p
1ordw] Jejjo(] pareur

of 14

srendsm
PARIPY Jo o[y &

'sreydsoy

3uyoe9) jueprodun

953U} WOY UOTBIISSBIal
107 oyder3oad doay

‘sjejidsoy
Buyowa) payjissejoaz
Apuesard yo moy v

- ON

BLINIO (%901)
%801 10] e1ep JUapIsaa
pue 3urqora) apnpouy

"APUISISUOD BOIR URqIN
foyio pue ,ueqin 128re|, o
1xau seydsoy feins jeay,

"UOLBOIJISSR[0aT
[endsoy Sunstxa jos101d
prnoam [esodoxd 3smyg

"BLIOJLIO junoture
pazipIepuess Jo arepdn
10§ ‘oN “suorstaoxd ueqn
19410 9U} 10] YEE — SIL

eI agepdn
7 UBQI() J2Y}Q 0) [eamy
JUNOWY PazipIepue)g

SO 03 ALreiwuts jes1],

‘SUID]SAS

ouwded sanewoe

Jo asnesaq sjewmso

01 91qIsea] AJ[estuyoa) JoN

ON

BLIDILID 95901
woay ydurexy ~ sjeydsoyy
Ayununuo)) ajog

9j1edwoo o) m?.:%c:
ueqIn Aqlesu moqy

01

ON

uopnaduro)) 251943y

<

#3a0162a6-1661-476f-9564-d2871aae3f43 - P

> o

[ ]
85

Q
= &
L
OQJ
T m
2=
Q =
==
g«
joiar
s 2
j= Ty 7

Jonssy s12
PassaIppy ssa13uo)) sic

I




Iss

Ha
Th
A
Ho
GO
Pro
Hos

Filing #3a0162a6-1661-476f-9564-d2871aae3f43 - Page 14 of 14

Esti

(Bu

(Ba:

Ope



