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EXECUTIVE SUMMARY

I 1989 Congress sstablished the Medicars Geographic Classification Review Board,
‘The Board acoepts applications for hospitals that can show that they meet cortain orjteriz to be
reclassified eitbrer from a rural area to an adjavent urban area of from one urbim ares to angther
adjacent urban avea if the hospital can demonstrate that its cmmmm@ﬁk&tﬁe adizcent area,
‘This allows such hospitals to obitain either 5 wage index, or the stondardized amount of the
adjacent area and in essence rewards the hospital with additonal payment. The Department ;:f _ %
Health and Humman Services has long recognized that by reciass@‘mg a high paid roral hospiral I:
into a nearby urban area, if the bigh paying bospitals wages and ours are removed fiom the
statewide rural areas wage index, then the statewide ruzal wage index wonld phummet causing

the remaining rural hospitals to have 5 lower wage index and thewfune lowrer Medma:e payment.

The Health Care Fi mancmg Administeation implemented 2 “ﬂoor" 1 prcvmt the nural hospital

wage index fimmn going down &5 a result of hospitals raclxss:f;nng to urban areas. Inessmc:e,

HE

they left the reclassifying hospitals wages and costs in the nmal wageé index.

EE 21

Congress, however, apparently failed to consider that an urban hospital reclassifying to ' i
amtherurbsnmcouldsimﬂm%ycausctht:maininghnspitalsintheo:iginaiammmdup ' :

with & lower wagg index and thereby lower payment as a result of the reclassification of one or

1R

T mere hasp;fals Du!: of that Men'npomm Statistical Area (MSA).

The hnspitals seck either & reguiatory or legisiated "Hoot” wluch wenld protect the -

reclassified whan haspztals in exactly the same way Congress hag protected the raral hogpitals

HIPEFE

since geographic reclassification was implemented in federal fiscal year 1992,
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