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EXECUTIVE SUMMARY

In 1989 Congress established the Medicare Geographic Classification Review Board.
The Board accepts appiications for hospitals that can show that they meet canain criteria to be
reclassified either from a rural area to an a;ljace.ﬁt wbim ares or from one usbsa area to another
adjacent wrban arez if the hospftal can dermonsirale that is costs are more like the adjzcent area.
This allows such hospitals 1o obtain either a wage index or the standerdized amount of the
adjacent area and in essence rewsaxds the hospital with addmonal payment. The Department of
Hleaith and Huzman Services has long recognized that by reclassifying 2 high paid rural hospital
intp a pearby u:rban area, if the high paying hospitais wages and Eov;rs are removed from the
statewide rural araas ﬁge index, then the siatewide rural wage index would piumpet catsing
the re:mammg raral hospitals to have a lower wage index and therefore lower Medicare payment, .
The Heaith Care Financing Adminjsiration impleraented & “floor” to prevent the rural ospital
wage index from going down a3 a result of hospitals reclassifying 1o nban areas. Ta sssence,
they left the reclassifying hospitals wages and costs in the raral wage fodex. ' '

Congress, howeves, apparently failed to consider that an urban bospital reclassifying to
another whan arez could smlymmemmgh@immmeoﬁgmﬂmm@@
with a lower wage index and thereby lower payment as & result of the reclassifivation of one or .
more hospitals out of that Metropolitan Statistical Ares (MSA), |

The hbspit_sls seek either 3 regulatory or legisiated "flooe™ whicﬁ would protect the vo-

reclassified urban hospitals in exactly the same wity Congress has protected the mural hospitals

since geographic reclassification was implementad in federal fiscal year 1992.
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