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EXECUTIVE SUMMARY

In 1989 Congress established the Medicare Geographic Classification Review Board.
The Board accepts applications for hospitals that can show that !hé:f meet certain eriteria to he
reclassified either from a rural area to an adjacent wban arca or from one urban area to another
adjacent urban ared if the hospital can demonstrate that its costs are mor\-e like the adjacent area.
This allows such hospitals to obtain cither a wage index or the standardized amount of the
adjacent area and in cssence rewsands the hospital with additional éaymmt The Pepartment of
Heslth and Human Services kas long recognized that by mciassif}ing a high paid rural hospital
inte a nearby wrbag area; if the high paying hospitals wages and f:nurs are remnoved from the
statewide rural areaa wage index, then ﬁe stetewide rural wage a'.a-dex would plammet cansing
the remaining rural hospitals 10 have a lower wage index and therefore lower Medicare payment.
The Health Care Financing Administration implemented a "loor” fo prevent the rural bospital
wage index from goi.ng down as a resuii of hospitals r‘-zu::ian.ssit‘yingE to urban areas. In essence,
they IR the reclassifying hospitals wages and costs in the myal wage index.

Congress, hoﬁrezver, apparently failed to cmsiﬂcr that an urban hosj:;itai reclassifying to
another urban area could similacky canse the remaining hospitals 111 the original area to end up
with 2 lower wage iﬁdex and thereby lower payment as a result of the reclassification of ong or
mote hospitals out of that Metropolitan Statistical Arca (MSA).

The hospitals seelk either a regulatory or legislated ."ﬁnor"; which would protect the un-
reclassified urban hospitals in exactly the same way Congress h.% protected the rural hospitals

since geographic reclassification was implemented in federal fiscal year 1992,

Filing #5fd58255-65da-4d76-ad97-e3dff082b692 - Page 3 of 3



