Portfolio of Health Care Ratings (as of August 13, 1999) (continued) .
State Issuer Issuing Authority Rating Outlook

Massachusetts, continued
Southcoast Health System (Formerly St. Luke’s

Hospital of New Bedford and Charlton Massachusetts Health & Educational
Memorial Hospital) Facilities Authority Al : S
Spaulding Rehabilitation Hospital, Series A Massachusetts Health & Educational
(Guaranteed by Massachusetts General Hospital)  Facilities Authority Al S
The Learning Center for Deaf Children Massachusetts Health & Educational

Facilities Authority Ba2 S
UMass Memorial Healthcare
(Formerly Memorial Hospital- Medical Center Massachusetts Health & Educational ]
of Central Massachusetts} Facilities Authority Baa1l N
Vinfen Corporation Massachusetts Health and Educational '

Facilities Authority : Bal - P

MICHIGAN
Bay Medical Center (Underlying rating) - Mlchlgan State Hospital Finance Authority A3 S
Beaumnont Properties (Guaranteed by Wiiliam
) Beaumont Hospital) Royal Oak Hospital Finance Authority Aa3 .S

Bon Secours Health System (Underlying rating) St. Clair Shores Economic Development

Corporation A3 S

Daughters of Charlt{ National Health System

(Providence Hospital Michigan State Hospital Finance Authority Aa2 S
Daughters of Charity National Health System Michigan State Hospital
{Providenice Hospital%, Series 1984 Finance Authority ~ Aa2VMIGY S

Daughters of Charity National Health System
(St. Mary's Hospital) .

.................. Daughters of Cr;;}ity National Heaith System
(St. Mary’s Hospital), Series 1984

Detroit Medical Center {(Formerly Harper, Grace
& Huron Valley Hospitals)

Henry Ford Continuing Care Corporation
(Guaranteed by Henry Ford Health System)

Memorial Healthcare Center (Formerly
Memonal Hospital (Owosso))

1. Positive (F), Negative (N), Stable (S), Uncertain (U), Watchiist for Downgrade (W/D), Wetchlist for Upgrade (W/U), Watchlist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State  Issuer Issuing Authority Rating  Outlook
Michigan, continued
Mercy Mt. Clemens Corporation (Guaranteed
by Henry Ford Health System) Michigan State Hospital Finance Authority Aa3 N
MidMichigan Regional Health System
{Underlying rating) Michigan State Hospital Finance Authority Al S
North Oakland Medical Center Pontiac Hospital Finance Authority Baa3 WID
Oakwood Hospital (Underlying rating) Michigan State Hospital Finance Authority A2 S
OSF Healthcare System
{Formerly Sisters of the Third Order), _ Michigan State Hospital
Series 1989 B (SBPA: Northern Trust Company) Finance Authority A2NMIGT N
Pontiac Osteopathic Hospital Michigan State Hospital Finance Authority Baa2 S
Sinai Hospital of Greater Detroit
{Now part of Detroit Medical Center) Michigan State Hospital Finance Authority Baa2 N
Spectrum Heaith . Kent Hospital Finance Autharity Aa3
Spectrum Health, Series 1998 B, C
(SBPA: NBD Bank) (Underlying rating) Kent Hospital Finance Authority Aa3vVMIGT N
St. John Health System Michigan State Hospital Finance Authority Al
St. John-Bon Secours Continuing Care Center ' '
(Guaranteed by St. John Hospital & Bon Secours _
Health System) Michigan Strategic Fund Al N

University of Michigan Hospitals,

Regents of the University

Series 1992 A, 1995 A and Series 1998 of Michigan Aa2ZNMIG1 S
William Beaumont Hospital Royal Oak Hospital Finance Authority Aal S
William Beaumont Hospital, Series 1996 1 Royal Oak Hospital
{SBPA: NBD Bankj Finance Authority Aa3/VMIG1 S
William Beaumont Hospital, Series 1997 L Royal Oak Hospital )
{SBPA: Bank of America) Finance Authority Aa3/VMIG1 S
MINNESOTA

Catholic Health Initiatives (Formerly Catholic )
Health Corporation (St. Francis Medical Center)) Breckenridge Aa2 N
Evangelical Lutheran Good Samaritan Society Minneapolis A3 S .
Evangelical Lutheran Good Samaritan Society Pine River A3 S
Fairview Hospitai & Health Care Services Edina A2 N
fairview Hospital & Health Care Services
{Underlying rating) Princeton A2 N
Fairview Hospital & Health Care Services
(Undertying rating) Minneapolis A2 N
Fairview Hospital & Health Care Services Minnesota Agricultural and
(Undertying rating) Economic Development Board : A2 N
Fairview Hospital & Health Care Services Series
1993B (Taxable notes) (Underlying rating) Fairview A2IVMIGT N
HeaithEast Maplewood Bal
HealthEast St. Paul Housing & Redevelopment Authority Ba1
HealthEast Washington County Housing &

Redevelopment Authority Bat N
HealthPartners (Formerly Group Health, inc.) St. Paul Housing & Redevelopment

Authority and the City of Minneapolis Baal N

MISSISSIPPI

Baptist Memorial Hospital Golden Triangle Lowndes County Baa2 S
Greenwood Leflore Hospital Leflore County Baa2 S

1. Positive (P). Negative (N), Stable (). Uncertain (U), Watchlist for Downgrade (W/D), Watchlist for Upgradé W), Watchiist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

Rating

State Issuer Issuing Authority Outlook !
Mississippi, continued .
Magnolia Hospital Mississippi Hospital Equipment &
Facilities Authority Baa3
Medical Foundation, Inc. Mississippi Hospital Equipment & :
{Guaranteed by Rush Foundation Hospital) Facilities Authority Baal
North Mississippi Health Services Mississippi Hospital Equipment &
(Underlying rating) Facilities Authority Aa3
Rush Foundation Hospital Mississippi Hospital Equipment &
Facilities Authority Baa3
MISSOURI :
BJC Health System {Formerly Barnes-Jewish Missauri Health & Educational
Christian Health Services, Inc.) Facilities Authority Aal
Boone Hospital Center Boone County A3
. Capital Region Medical Center . Missouri Health & Educationat
(Formerly Charles Still Regional Medical Center) - Facilities Authority Baa2
Carondelet Health System (St. Joseph Hospital) Jackson County Industrial
(Underlying rating) Development Authority Baal
Carondelet Health System (St. Mary's Hospital Jackson County Industrial .
of Blue Springs) (Underlying rating) Development Authority Baa1
Catholic Health Initiatives Joplin industrial Development Authority Aa2-
Daughters of Charity National Health System St. Louis County Industrial
(DePau| Community Health Center) Development Authority Aa2
Jefferson Memorial Hospital Missouri Health & Educational
Facilities Authority - Baa2 )
National Benevolent Association Cass County Industrial
(Foxwood Springs Living Center) Development Authority Baa2
National Benevolent Association Missouri Health & Educational
{Lenoir Retirement Community Project) Facilities Authority Baa2
National Benevolent Association Missouri Health & Educational
{Woodhaven Learning Center) health Facilities Authority Baa?2
Sisters of Mercy Health System :
(St. Anthony's Medical Center), Missouri Health & Educational
Series 1989 A-C (SBPA: ABN AMRO; Rabobank) Facilities Authority A1 VMIGT
Sisters of Mercy Health System Missouri Health & Educational
(St. John's Medical Center (St. Louis})) Facilities Authority Aal
Sisters of Mercy Health System (St. Louis), Missouri Health & Educational
Senes 1989 A-D (SBPA: ABN - AMRO) Facilities Authority AalVMIGT
S|sters of Mercy Health System (St. Louis), Missouri Health & Educational
Series 1995 B (SBPA: ABN-AMRO ; Rabobank) Facilities Authority AalVMIGT
Sisters of Mercy Health System, Series 1992 B Missouri Health & Educationa! .
(SBPA: ABN-AMRO) Facilities Authority AaINMIGY
Skaggs Community Hospitat Missouri Health & Educational
Facilities Authority Baa3
University of Missouri Health System
(Underlying rating} Curators of the University of Missouri A2
MONTANA
Northern Montana Hospital Montana Health Facﬂmes Authority Baa3
Sisters of Charity of Leavenworth Health '
Services Corporation (St. James and St. Vincent
Hospital) . Montana Health Facilities Authority Aa3

St. Peter's Community Hospital

1. Positive (P), Negative (N}, Stable (S}, Uncertain (U), Watchlist for Downgrade (W/DJ, Watchiist for Upgrade (W/U), Watchlist with Uncertain Direc_tion (WAUD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State Issuer Issuing Authority Rating  Outlook’
NEBRASKA
Cathofic Health Initiatives Nebraska Investment Finance Authority Aa2 N

Catholic Health Initiatives
(Formerly Catholic Health Corporation
(Archbishop Bergan Mercy Hospital)) Douglas County Hospital Authority No. 2 Aa2 N

- e viraie
(Formerty Catholic Health Corporation '
(New Cassel, Inc)} - Douglas County Hospital Authority No. 3 Aa2 N

........ S Inmatlves
(Formerly Sisters of Charity Health Care
System (Cincinnati}) Buffalo County Hospitat District No. 1 Aa2 N

Catholic Heaith Initiatives
{Formerty Sisters of Charity Health Care
Systems (Cincinnati))

NEVADA )
Catholic Healthcare West (St. Rase
Dominican Hospital)

Lutheran Health System

Washoe County Medical Center

NEW HAMPSHIRE .
Crotched Mountain Rehabilitation Center New Hampshire Higher Educational &
Health Facilities Authority " A3 S
Elliot Hospital . New Hampshire Higher Educational &
_ Health Facilities Authority A2 . N
Exeter Hospital New Hampshire Higner Educational &
Health Facilities Authority - A2 S
Frisbie Memorial Hospital ' New Hampshire Higher Educational &
Health Facilities Authonty . Baal S
St. Joseph Hospital New Hampshire Higher Educational &
Health Facilities Authority Baa2 S
NEW JERSEY :
Atlantic City Medical Center New Jersey Heaith Care facilities ' e
financing Authority A3 S
Atlantic Health System {Underlying rating) New Jersey Health Care Facilities
Financing Authority - : Al p
Beth Israet Hospital {Passaic) New Jersey Health Care Facilities
’ : : Financing Authority Baa1l S
Burdette Tomlin Memorial Hospital . New Jersey Health Care Facilities
Financing Authority A2 S
Capital Health System {Formerly known as New Jersey Heaith Care Facilities
Mercer Medical Center) financing Authority : Baa2 - N
_ Camden County Improvement Authority
CentraState Medical Center New Jersey Health Care Facilities
Financing Authority A3 S
Chiltan Memarial Hospitaf New Jersey Health Care Facilities
Flnancmg Authority . A2 S
Clara Maass Medical Center New Jersey Economic Development
(Underlying rating) Authority Baa2 p
Columbus Hospital New Jersey Health Care Facilities
: Financing Authority B2 N
Community Medical Center, Kimball Medical New Jersey Heaith Care facilities
Center and Kensington Manor Care Center Financing Authority Baa2 P
{Underlying rating)

1. Pnsitive {P), Negative (N). Stable (S), Uncertain (U). Watchlist for Downgrade (W/D), Watchlist for Upgrade (W/U), Watchlist with Uncertain Direction (W/UD).

50 Moody’s Outlook




Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State

Issuer

Issuing Authority

Rating  Outlook’

New Jersey, continued

Cooper Health System

Camden County Improvement Authority

New Jersey Health Care Facilities
Financing Authority

" New Jersey Health Care Facilities
financing Authority

New Jersey Health Care Facilities
Financing Authority

Franciscan Health Pannershlp Inc. (Formerly
Franciscan Sisters of the Poor Health System)
(St. Mary Hospital (Hoboken))

New Jersey Health Care Facilities
Financing Authority

JFK Health System

Center Underiylng rating)

........ New Jersey Healtii CareFacnities
Financing Authority

New Jersey Heaith Care Facilities
Financing Authority

New Jersey Health Care Facilities
Financing Authority,

New Jersey Health Care Facilities

Kennedy Memorial Hospital - University Medical

Bl WID
Baa2 .S
Baa2 S
Baa2 WD
Baaz - S

A3 N

he 3
Baa2

Financing Authority Ba3 N
Newton Memonial Hbspital {Underlying rating) New Jerséy Health Care Facilities

Financing Authority Baat P
Palisades Medical Center of the New York New Jersey Health Care Facilities ,
Presbyterian Health System Financing Authority Baa3 S
Princeton Medical Center New Jersey Health Care Facilities
(Underlying rating) Financmg Authority A2 S
Rahway Hospital New Jersey Health Care Facilities

Financing Authority Baa2 w/D
Robert Wood Johnson University Hospital New Jersey Health Care Facilities
(Underlying rating) Financing Authority Al S
Saint Barnabas Health Care System New Jersey Health Care Facilities
(Underlying rating) Financing Authority Baa2 P
Shoreline Behavioral Health Center
(Guaranteed by Community Medical Center) New Jersey Health Care Facilities .
{Underlying rating) Financing Authority Baa2 P
Southern Ocean County Hospital New lersey Health Care Facilities

Financing Authority Baal S
St. Elizabeth Hospital/Elizabeth General Hospital ~ New Jersey Health Care Facilities :
(Trinitas Health System) Financing Authority Baa2 S
Union HospitalMega Care (Underlying rating) New Jersey Health Care Facilities

Fi inancmg Authority Baa2 P
West Hudson Hospital (Underlying rating) New Jersey Health Care Facilities

financing Authority Baa2 P

~ NEW MEXICO

Catholic Health Initiatives New Mexico Hospital Equipment

Loan Council Aa2 N
Catholic Health Initiatives, Series 1997 B New Mexico Hospital Eqmpment
(SBPA: Toronto Dominion Bank) Loan Council Aa2/VMIG1 ‘N
Lutheran Health System Los Alamos County Aa3
Memorial Medical Center New-Mexico Hospital Equipment .

Loan Council Baal S

Farmington A3 P

San Juan Regional Medical Center
(Underlying rating). .

1. Positive (F). Negative (N). Stable (S). Uncertain (U), Watchlist for Downgrade (W/D), Watchlist for Upgrade (W/U), Watchiist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State Issuer Issuing Authority Rating Outlook '
NEW YORK
Beth Israel Medical Center New York State Medical Care Facilities
Finance Agency Baa? S
Beth Israel Medical Center (Underlying rating) Dormitory Authority of the State of
New York Baa2 S
Catholic Health East (Underlying rating) Allegheny County Hospital Development
Authority Al S

Catholic Health Services of Long Island

Community-General Hospital of

Dormitory Authority of the State of
New York

chester County Hospital Authority

Onodaga County Industrial

Greater Syracuse Development Agency Baa3 S
Community-General Hospital of Community-General Hospital of
Greater Syracuse (Taxable) Greater Syracuse Baa3 S
Cornwall Hospital Dormitory Authority of the State

of New York B1 S
Cortland Memorial Hospital Cortland Count’y Industrial

Development Agency Baa2 S

_ Cortland Memorial Hospital (Taxable) Cortland Memorial Hospital Baa2 S
Franciscan Health Partnership, Inc. (Formert
Francisan Sisters of the Poor Health System Darmitory Authority of the State
(Frances Schevier Home & Hospital) of New York Baa2 )
' Genesee Hospital Monroe County Industrial Development Agency B2 WiD

Good Samaritan Hospital Medical Center,
Master Notes Series T (SAVRs) (Taxable) New York State Medical Care
(Underlying rating} ’ Facilities Finance Agency A2 S
Good Samaritan Hospital Medical Center,
Master Notes Series 2 (SAVRs) (Taxable) New York State Medical Care Facilities
{Underlying rating) Finance Agency A2 S
Good Samaritan Hospital of Suffem Dormitory Authority of the
(Guaranteed by Franciscan Health Partnership) State of New York Baa2 S
Health Insurance Plan of Greater New York Health Insurance Plan of Greater New York Ba3 N
Huntington Hospital New York State Medical Care Facilities

Finance Agency Baa1 S
Mercy Community Hospital (Guaranteed by- :
Franciscan Health Partnership Obligated Group) Port Jervis Industrial Development Baa2 S
New York City Health & Hospitals Corporation New York City Baa3 S
Nyack Hospital Dormitory Authority of the

State of New York Baa2 p
St. Mary's Hospital at Amsterdam
(Guaranteed by Carondelet Health System Dormitory Authority of the
Obligated Group) (Underlying rating{51 State of New York Baal P
Vassar Brothers Hospital (Undertying rating) Dormitory Authority of the

-State of New York Baal S

NORTH CAROLINA .

Annie Penn Memorial Hospital North Carolina Medical Care Commission Baa3 P
Cabarrus Memorial Hospital
(dba Northtast Medicai Center) North Carolina Medical Care Commission A2 S
Catholic Heaith East (Undertying rating) North Caratina Medical Care Commission Al S
Charlotte-Mecklenburg Hospital Autharity '
{dba Carolinas Heaithcare System) Charlotte-Mecklenburg Hospital Authority Aa3 S
Charlotte-Mecklenburg Hospital Authority
{dba Carolinas Healthcare System, Charlotte-Mecklenburg
Series 1996 B, C, D (SBPA: NationsBank, N.A.) Hospital Authority Aa3VMIGT S

1. Positive (P), Negative (N), Stabie (S), Uncertain (U}, Watchiist for Downgrade (W/D), Watchiist for Upgrade (W), Watchlist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State

Issuer

North Carolina, continued

Issuing Authority Rating  Outlook !
Cumberland County Health System (dba Cape
Fear Valley Health System) Cumberland County A3 S
Duke University Hospital North Carolina Medical Care Commnssnon Aa3
Duke University Hospital (taxable) Duke University Aa3
Duke University Hospital, Series 19858, C. D North Carolina
(SBPA.: First National Bank of Chicago) Medical Care Commission Aad/VMIG1 N
Duke University Hospital, Series 1993 A North Carolina
(SBPA: First National Bank of Chicago) Medical Care Commission . Aa3lVMIG1 N
First Health of the Carolinas (Formerty Moore North Caralina .
Regional Hospital) Medical Care Commission --Aa3 S
Gaston Health Care North Carolina Medical Care Commission Al S
Grace Hospital, Inc. North Carolina Medical Care Commission A2 S
Halifax-Regional Medical Center (Formerly _
Halifax Memorial Hospitaf) North Carollna Medical Care Commission Baal S
Lexington Memorial Hospital North Carolina Medical Care Commission Baal S
Mission St. Joseph's Health System North Carolina Medical Care Commission Aa3 S
Mission St. Joseph's Health System
(Formerly Memarial Mission Hospital)
(Underlying rating) North Carolina Medical Care Commission Aa3- S
Morehead Memorial Hospital North Carofina Medical Care Commission - Baa3 ‘S
New Hanover Regional Medical Center
{Underlying rating) New Hanover County Al S
North Carolina Baptist Hospltal North Carohna Medical Care Commission - Aa3 S
North Carolina Baptist Hospital, Series 19928 North Carohna Medical
(SBPA: Wachovia Bank, N.A) Care Commission Aa3/VMIGT )
North Carolina Baptist Hospital, Senes 1996 A North Carolina Medical
(SBPA: Wachaovia Bank, N.A)) Care Commission Aa3VMIG1 S
Northem Hospital District of Surry County Northemn Hospital District of Surry County Ba1l S
Novant Heaith (Formerly Carolina Medicorp
and Presbyterian Hospital) (Underlying rating) North Carohna Medncal Care Commission Aa3 N
Pite County Aa3 N.
North Carol(na Medical Care Commission Al S
Board of Governors of the University :
of North Carolina Aal .S
Valdese General Hospital, Inc. (Guaranteed by North Carolina Medical
The Charlotte—MeckIenburg Hospital Authority) Care Caommission Aa3NMIG1 S

NORTH DAKOTA

Catholic Health Initiatives Dickinson Aa2 N
Catholic Health Initiatives (Formerly Catholic '
Health Corporation (Carrington Health Center)) Carrington Aa2 N
Catholic Health Initiatives (Formerly Catholic

Health Corporation {Mercy Hospital)) Williston Aa2 N
Catholic Health Initiatives (Forrnérly Cathofic

Health Corporation {(Mercy Hospital)) Devils Lake Aa? N
Catholic Health Initiatives (Formerly Catholic

Health Corporation (Riverview Place)) Cass County Aa2 N
Lutheran Health Systems Valley City Aa3 S

1. Positive (P), Negative {N), Stable (5}, Uncertain (U), Watchlist for Downgrade (W/D), Watchiist for Upgrade (W/U), Watchh's; with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State Issuer Issuing Authority Rating Outlaok !
OHIO
Adena Health System (Formerly Medical
Center Hospital{(Underlying rating) Ross County A2 S
Amherst Hospital Ambherst Caa S
Bethesda Hospital & Deaconess Association Hamilton County A3 N
Catholic Health Initiatives Montgomery County Aa2 N
Catholic Health Initiatives (Formerly Sisters of
Charity Health Care System {Cincinnati))
(Good Samaritan Hospital) Hamitton County Aa?2 N
Catholic Health Initiatives (Formerty Sisters of
Charity Heaith Care System {Cincinnati))
{Good Samaritan Hospital) Montgomery County Aaz N
Catholic Health Initiatives, Series 1997 B
(SBPA Morgan Guararty Trust Comparty of New York) Montgomery County Aa2NMIG1 N

atholic Healthcare Partners

Catholic Healthcare Partners (Formerly

Series 1994 B

Mercy Health System (Cincinnati)) Lorain County Aa3 N
Catholic Healthcare Partners
{Formerly Mercy Health System (Cincinnati)), .
Clermont County Aa3NMIGT N
Catholic Healthcare Partners (Formerly Mercy
Health System (Cincinnati}), Series 1396 A Clermont County Aa3/VMIG1 N
Catholic Healthcare Partners {Formerly Mercy
Health System (Cincinnati)), Series 1997 A
(SBPA: NBD Bank) Lorain County Aa3VMIG1 N
Catholic Healthcare Partners (Formerly Mercy
Health System) (Underlying rating) Clermont County Aa3 N
Catholic Healthcare Partners (St. Vincent .
Hospital and Medical Center) (Underlying rating) Lucas County Aa3 N
Franklin County Aa3 S

Children's Hospltal (Columbus)

."Chlldren s Hospital (Columbus) Series 1992 B
(SBPA: Banc One)

DoctorsOhioHealth (Formerly Doctor’s

Hamilton County

(Schroder Manar)
(Formerly Franciscan Sisters of the Poor, Inc.)

Hospital Columbus} Frankfin County Baa3 S
East leerpool City Hospital East Liverpool Baal S
Fairview Health System (Member of
Cleveland Clinic Health System) Cuyahoga County Aa3 N
Firelands Community Hospital Erie County A2 S
Fort Hamiiton Hospital Butler County Baal S
Forum Health (Underlying ratlng) Mahoning County Al )
Franciscan Health Partnership, Inc Montgomery County Baa2 S
Franciscan Health Partnership. Inc.
(Providence Hospital) Hamilton County Baa? S
Franciscan Heaith Partnership, Inc.

Butler County Baa2 S

1. Positive {P), Negative (N), Stable (S), Uncertain (U), Watchiist for Downgrade (W/D), Watchlist for Ubgrade {W/U), Watchlist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (ontinueq) _
State Issuer Issuing Authority i Rating Outlook ?

Ohio, continued .
Franciscan Health Partnership, Inc.. .
(St. Francis-St. George Hospital) Hamilton County Baa2 S
(Formerly Franciscan Sisters of the Poor, Inc.) :

Galion Community Hospital Galion Ba1l N
Grant Riverside Methodist Hospital

(dba OhioHealth) frankiin County Aa3 N
Greene Memorial Hospital Greene County A2 s

Holy Cross Health System (Mount Carmel
Health System) Franklin County Aa3 N

Holy Cross Health System (Mount Carmel
Health System), Series 1995 (SBPA: Morgan

Guaranty Trust Company) Franklin County Aa3VMIGT N
................... ManettaAreaHeaIthCareWashmg[onCounty ......Baa1 P
................... M|am|Va|IeyHosp|taI(Underlymgratmg)MontgomeryCoun[y e e :
................... MlddletownReglonalHospltal

{Underlying rating) Butier County A2 S
........ éamaritan Ho.s.;;i.t';l. Ashlandm"" Baazs

""" Southwest General Hospital (Underlying ratingl  Middleburg Heights TR s

Ao H6;6i£a| ............ A — o o
.................. P, HealthSystem (FormerlyAkronAkronBathCopleyJomt :

City Hospital) Township Hospital District Baal N

Trinity Medical Center (Formerly St. John
Medicat Center Hospital) Jefferson County Baa1l - P

Integris Obligated Group, Series 1990 B
{SBPA: Morgan Guaranty Trust Company o :
of New York) Oklahoma Industries Authority ATNVMIGT S

Integris Obligated Group, Series 1995 A
{SBPA: Morgan Guaranty Trust Company of

New York) QOklahoma Industries Authority ATVMIGT S
National Benevolent Association (Oklahoma Oklahoma County Industrial '
Christian Home Project) Development Authority Baa2 S

St. John Medical Center Physicians Building Tulsa Industrial

{LOC: Sanwa Bank), Series 1984 Development Authority Aa3VMIGT S
Stillwater Medical Center Stillwater Medical Center Autharity Baa3 P
Valley View Regional Medical Center ' Valley View Hospital Authority Baaz S

1. Positive (P), Negative (N), Stable (S), Uncertain (U), Watchlist for Downgrade (W/D), Watchlist for Upgrade (W/U), Watchlist with Uncertain Dire_ction (W/UD).

Moody’s Outicok 55




Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State Issuer Issuing Authority Rating Outlook !
OREGON
Catholic Health Initiatives (Formerly
Catholic Health Corparation {Evergreen Bay Area Health District Hospital
Court for Retirement Living)) Faciiities Authority Aa2 N
Catholic Heaith Initiatives (Formerly Catholic
Health Corporation {Holy Rosary Hospital)) Ontario Hospital Facilities Authority Aa2 N
Catholic Health Initiatives {Formerly Catholic
Health Corporation (Mercy Medical Center)) Douglas County Hospital Facilities Authority Aa2 N
Catholic Health Initiatives, Series 1997 8 Umatilla County Hospital
(SBPA: Toronto Dominion Bank) Facilities Authority Aa2/lVMIG1 N

Good Shepherd Community Hospital

o Kaiser Foundation Hospitals (Formerly Sisters of Clackamas County Health Faciliiies Authonty ......... A3 ---------------- N
Providence Health System)

cKenzie-Willamette Memorial Hospltal

Providence Health System :
(Formerly Sisters of Providence Health Systemn) Clackamas County Heaith Facilities Authority Al ) S

PENNSYLVANIA
Allegheny General Hospital Allegheny County Hospita}
Development Authorlty . Caal WiuD
Allegheny General Hospital Pennsylvania Higher Educat;onal
) Facilities Authority Caal WIUD
Allegheny Valley School - Allegheny County Hospital
Development Authority Ba1 © S

Armstrong County Memorial Hospital Armstrong County Hospital Authority Bal p
Bon Secours Health System (Undertying rating) Blair County Hospital A3 S
Carlisle Hospital and Health Services Cumberland County Municipal Authority Baal N
Catholic Health East {Underlying rating) Delaware County Authority Al S
Catholic Health Initiatives St. Mary Hospital Authority Aa2 N
Cathalic Health Initiatives (Formerly
franciscan Health System) {Underlying rating) St. Mary Hospital Authority Aa2 N
Catholic Health Initiatives (Formerly Philade!phia Hospital & H|gher Educational
franciscan Health Sysmm (St Agres Medical Cemar)) Facilities Authority Aa2 N
Catholic Health Initiatives (Formerly
Franciscan Heaith System (St. Joseph Hospital : .
of Lancaster)) (Underlying rating) St. Mary Hospital Authority Aa2 N
Catholic Health nitiatives (Formerly Franciscan
Health System (St. Joseph Hospital of Reading))

] (Underlying rating) St. Mary Hospital Authority Aa2 N
Catholic Health Initiatives {Formerly
Franciscan Health System (St. Mary Hospital of
Langhorne)) (Underlying rating) St. Mary Hospltal Authority Aa2 N
Catholic Health Initiatives, Series 19978
(SBPA: Morgan Guaranty Trust Company
of New York) St. Mary Hospital Authority Aa2/VMIG1 N
Catholic Healthcare Partners (Formerly Scranton-Lackawanna Health &
Mercy Health System) (Underlying rating) Welfare Authority -Aa3 N
Catholic Healthcare Partners (Formerly Mercy Scranton-Lackawanna Health &
Health System), Series 1996 A Welfare Authority Aa3/vVMIGT N

Schuylkill County fndustrial
Development Authomy Aa2 S

1. Positive (P), Negative (N), Stable (S), Uncertain (U), Watchiist for Downgrade (W/D), Watchlist for Upgrade {W/U), Watchiist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continueq) _
State Issuer Issuing Authority Rating Outlook !

Pennsylvama continued
- Chestnut Hill Hospital Philadelphia Hospital and Higher
Educational Facilities Authority Baa2 N
Children's Hospital of Philadelphia Philadelphia Hospital and Higher .
Educational Facilities Authority Aa3 S
Children's Hospital of Philadelphia, Series 1992 Philadelphia Hospital and Higher .
(SBPA: Morgan Guaranty Trust Company) Educational Facilities Authority Aa3VMIG1 S
Children's Hospital of Philadelphia, Series 1996A Philadelphia Hospital and Higher
(SBPA: Morgan Guaranty Trust Company) Educational Facilities Authority Aa3NMIGT S
Citizen's General Hospital Westmoreland County Industria) .
Development Authority Baa3 S
Conemaugh Valley Memorial Hospital Cambria County Hospital
{Underlying ratinggl Development Authority A3 - N

v, Hospit"z;l. ......................................................................................
(Underlylng ratlng{

Daughters of Charity National Health

System (Good Samaritan Hospital of Pottswlle) Pottsville City Hospital Authority Aa2 S
Pennsylvania Higher Educational :
Facilities Authority Caa3 W/UD
Doylestown Hospita! Authority A2 S
Delware County Authority Baa3 P
Monroe Hospital Authority Caa1l wiJb
Philadelphia Hospital and Higher
Educational Facilities Authority Baa3 N.
Good Samaritan Medical Center of Johnstown
(Guaranteed by Conemaugh Valley Memorial _
Hospital) (Underlying rating) South Fork Municipal Authority . A3 N
Graduate Health System (Allegheny Philadelphia Hospital and Higher Educational
Hospitals, Centenniai) Facilities Authority Ca N
Hamot Health Foundation Erie County Hospital Authority A2 S
Hazleton General Hospital Hazleton Health Services Authorlty Baa2 S
Hazleton-St. Joseph Medical Center Hazleton Health Services Authorlty Baa3 S
Highlands at Wyomissing (Guaranteed by The .
Reading Hospital) Berks County Municipal Authority Aal S
Holy Redeemer Hospital {Underlying rating) Montgomery County Higher Education '
_ and Health Authority Baa2 N
Indiana County Hospital Indiana County Hospital Authority A3
Jeanes Health System Philadelphia Hospital and Higher
Educational Facilities Authority Baa2 S
Jefferson Heaith System Chester County Health and Education
Facilities Authority Al N
Jefferson Health System Philadelphia Hospital and Higher
Educational Facilities Authority Al N
Lehigh Valley Health Network
(Formerly Lehigh Valiey Hospital) .
(Underlying rating) ) Lehigh County General Purpose Authority Al N
Lewistown Hospital Mifflin County Hospital Authority A3
Lower Bucks Hospital ' Langhorne Manor Borough Higher
Educational and Health Authonty B1 N
Main Line Health System {Member of the Chester County Health and Educatlon
Jefferson Health System) Facilities Authority Aa3 N
Masonic Homes Lancaster County Hospital Authority Al

1. Positive (P), Negative (N), Stable (S). Uncertain (U), Watchlist for Downgrade (W/D), Watchiist for Upgrade (W/U), Watchiist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State Issuer Issuing Authority Rating Outlook !
Pennsyivania, continued .

Masonic Homes, Series 1996
(SBPA: First Union National Bank) Lancaster County Hospital Authority ATVMIGT S
Messiah Village Dauphin County General Authority Baa? S
Metro Heaith Center - Erie County Hospital Authority B1 N
Metropolitan Hospital Philadelphia Hospitals Authority . C
Monongahela Valley Hospital Washington County Hospital Authority A2 S
Montgomery Hospital Montgomery County Higher Education

and Health Authority Baa2 S
Ohio Valley General Hospital Allegheny County Hospital

Developrment Authority Baal N
Penn State Geisinger Health System {Formerly .
Geisinger Health System) Geisinger Authority Aa? S
Penn State Geisinger Health System (Formerly '
Geisinger Health System), Series 1998 B Geisinger Authority Aa2/VMIG1 S
Pine Run Retirement Community Doylestown Haspital Authority Baal S
Reading Hospital & Medical Center Berks County Municipal Authority Aa3 S
Sacred Heart Health System Allentown Area Hospital Authority Baa2 S
Somerset Community Hospital Somerset County Hospital Authority Baa2 S
South Hills Health System Allegheny County Hospital

: Development Authority A2 S

St..Francis Health Care Services
(Guaranteed by St. Francis Medical Center
(Pittsburghy)) Butler County Hospital Authority Baal N
St. Francis Hospital of New Castle Hospital
(Guaranteed by St: Francis Medical Center
(Pittsburgh)) New Castle Area Hospital Authority Baal N
St. Francis Medical Center Allegheny County Hospital

Development Authority Baal N
Temple University Children‘s Hospital Philadelphia Hospital and Higher
(Guaranteed by Temple University Hospital) Educational Facilities Authority Baal N
Temple University Hospital Philadelphia Hospital and Higher :

Educational Facilities Authority Baal N
University of Pennsylvania Health Services " Philadelphia Hospital and Higher

Educational Facilities Authority A2 N
University of Pennsylvania Heaith Services
Series 1998B (SBPA: First Union National Bank,
State Street Bank, Bayerische Landesbank
Girozentrale, and Morgan Guaranty Philadelphia Hospital and Higher
Trust Company) Educational Facilities Authority AZNMIGT N
University of Pennsylvania Health Services, Phifadelphia Hospital and Higher
Series 1994 B Educational Facilities Authority * A2IVMIGT N
University of Pennsylvania Health Services,
Series 1996 C (SBPA: First Union National Bank,
State Street Bank, Bayerische Landesbank
Girozentrale, and Morgan Guaranty Trust Pennsylvania Hositpal andHigher
Company) Educational Facilities Authority AZNVMIGT N
Valley Heaith System (Underlying rating) Beaver County Hospital Authority Al
Wills Eye Hospital Philadelphia Hospital and Higher

Educational Facilities Autharity A2 S
Windber Medical Center of Johnstown
{Guaranteed by Conemaugh Valley
Memorial Hospital) (Underlying rating) South Fork Municipal Authority A3 N

1. Positive (P}, Negative (N), Stable (S}, Uncertain (U), Watchiist for Downgrade (W/D), Watchiist for Upgrade (W/U), Watchlist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State Issuer Issuing Authority Rating Outlook !
RHODE ISLAND '
South County Hospital Rhode Island Heaith & Educational
Building Corporation A3 S
St. Joseph Health Services of Rhode Island Rhode island Health & Educational _
Building Corporation Baa3 S
Westerly Hospital Rhode Island Health & Educational
Building Corporation Baa3 S
SOUTH CAROLINA
Bon Secours Health System Obligated Group
(Undertying rating} Charleston County A3 S
CareAlliance Health Services Charleston County A3 P
Conway Hospital Horry County A3 S
Franciscan Health Partnership (Formerly South Carolina Jobs-Economic
Franciscan Sisters of the Poor (St. Francis Hospital)) Development Authority _ Baa2 S

SOUTH DAKOTA
Evangelical Lutheran Good Samaritan
Society (Taxable medium term notes)

Rapid City Regional Hospital
(Underlying rating)

Evangelical Lutheran Good Samaritan Society A3 S
Spearfish Aa3 S
South Dakota Health & Educational
Facilities Authority Baa2 S
South Dakota Health & Educational
Faculmes Authority Al p
South Dakota Health & Educational
Facilities Authority Aa3 S

- Sioux Valley Hospital & Health System,
Series 1992 A

.................. S 'i'c.)ux Valley Hospital & Health System,
Series 1993

........ SIOUX Valley Hospital & Health System,
Series 1997 (SBPA: First Bank N.A)

TENNESSEE
Adventist Health System/Sunbelt Hospital

Adventist Health System/Sunbeit
(Highland HospitaI{S(Underlying rating)

Adventist Health System/Sunbelt
(Takoma Adventist Hospital) (Underlying rating)

Adventist Health System/Sunbelt Hospital
{Underlying rating)

South Dakota Health & Educational

Facilities Authority Aa3NMIG1 S
South Dakota Health & Educational .
- Facilities Authority Aa3NVMIGT S

South Dakota Health & Educational
Facilities Authority - -

Metropolitan Government of Nashville
& Davidson Counties Health & Educanonal o
Facilities Board Baal S

Portland Health & Educational
Facilities Board Baa1l S

Greenville Heaith & Educational
Facilities Board Baal S

Metropolitan Government of Nashville
& Davidson Counties Health & Educational
Facilities Board ) Baal S

Alexian Brothers Health System
(Alexian Village of Tennessee)

Signal Mountain Health Educational &
Housing Facilities Board Baal

Knox County Health, Educational &
Housing Facilities Board BaaTl N

Metropolitan Government of Nashvnlle &
Davidson Counties Health & Educational .
Facilities Board A2 S

1. Positive (P), Negative (N), Stable (S). Uncertain (U), Watchiist for Downgrade (W/D), Watchlist for Upgrade (W/L). Watchlis_t with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State Issuer Issuing Authority Rating Outlook
Tennessee, continued
Catholic Health Initiatives Chattanooga Health, Educational &
Housing Facilities Board Aa2 N
Catholic Healthcare Partners (Formerly Knox County Health, Education &
Mercy Health System) Housing Facilities Board Aa3VMIGT N
Catholic Heaithcare Partners (Formerly Mercy Knox County Health, Education &
Health System) (Underlying rating) Housing Facilities Board Aa3 N
Charity Obligated Group Metropolitan Government of Nashville &
Davidson Counties Health & Educational
Facilities Board Aa2 S
Clarksville Regional Health System Montgomery County Higher Education &
Health Authority Baa2 S
Cumberland Medical Center Crossville Health & Educational Facilities
. Board Baal S
East Tennessee Children's Hospital Knox County Health, Education & Housing
Facilities Board : Baa1l S
Erlanger Medical Center Chattanooga - Hamilton County Hospital
Authority Baal S
Jackson-Madison County General Hospital Jackson City A1 S
Jackson-Madison County General Hospital Madison County Al S
Northcrest Medical Center Springfield Health and Educational
Facilities Board Baa3 S
Oak Ridge Methodist Medical Center Anderson County Health & Educational
Facilities Board Al S
University Health System (Knoxville) Knox County Health, Education & Housing
Facilities Board Baal S
TEXAS
‘Adventist Health System/Sunbelt Tarrant County Health Facilities
(Hugutey Memorial Medical Center) Development Corporation Baal S
Adventist Health System/Sunbeit
(Huguiey Memorial Medical Center) Tarrant County Health Facilities '
(Underlying rating) Development Corporation Baal S
Adventist Health System/Sunbelt Obligated Tarrant County Health Facilities
Group (Underlying rating) Development Corporation Baal S
Adventist Heaith System/Sunbelt Obligated Copperas Cove Health Facilities
Group (Underlying rating) Development Corporation Baal S
Baptist Health Care System Jefferson County Health Facilities
Development Corporation Bal P
Baylor Health Care Systerm North Central Texas Health Facilities
Development Corporation Aa3 S
Baylor/Richardson Medical Center Richardson Hospital Authority Baa? P
Charity Obligated Group, Series 1997 D Waco Health Facilities Development Corp. Baal S
Christus Health Harris County Health Facilities
Development Corporatio Aa3 N
Christus Health (Formerly Incarnate Word Coastal Bend Health Facilities
Health System) Development Corporation Aa3 N
Cook Children's Medical Center Bell County Health Facilities
{Underlying rating) Development Corporation Al S
Daughters of Charity National Health System
(Daughters of Charity Health Services of Austin) Travis County Health Facilities
(Undertying rating) Development Corporation Aa2 )
Daughters of Charity National Health System Waco Health Facilities
(Daughters of Charity Health Services of Waco) Development Corporation Aa2 S
Daughters of Charity National Health System Waco Health Facilities
{Hotel Dieu & Providence Hospital) Development Corporation Aa2 S

1. Pasitive (P), Negative (N), Stable (S), Uncertain {U), Watchiist for Downgrade (W/D), Watchiist for Ubgrade (W/U), Watchlist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) continueq)

State Issuer Issuing Authority Rating Outlook *
Texas, continued '
Daughters of Charity National Health System Travis County Health Facilities .
(Seton Medical Center) Development Corporation Aa2 S
East Texas Medical Center Regional Tyler Health Facilities )
Healthcare System Development Corporation B3 N
Ector County Hospital Ector County Hospital District A2 S
Evangelical Lutheran Good Samaritan Society Odessa Health Facilities Development
] Corporation A3 S
Fort Worth Osteopathic Hospital Tarrant County Health Facilities Development
Corporation Baa2 S
Memorial Hermann Hospita! System
(Formerly Memorial Healthcare System) Harris County Health Facilities
{(Underlying rating) Development Corporation A3 - S
Mother Frances Heaith System Tyler Health Facilities Development
- Corporation . _ Baa2 S
National Benevolent Association Bexar County Health Facilities
{Patriot Heights) . Development Corporation Baa2
Northeast Medical Center Hospital Northeast Hospital Authority Baal u
Parkland Memorial Hospital ’ " Dallas County Hospital District Al
Scott & White Memorial Hospital & Scott Bell County Health Facilities
Sherwood & Brindley Foundation Development Corporation . Aa3 N
Sisters of Mercy Health System (St. Louis) McAlien Health Facilities
(Mercy Regional Medical Center) Development Corporation Aal S
St. Joseph Health System Lubbock Health Facilities Development
Corporation Aa3 )
St. Joseph Health System, Series 1985A - Lubbock Heaith Facilities
Development Corporation Aa3ivVMIGT S
Texas Children's Hospital Harris County Health Facilities
Development Corporation Aa2 S
Texas Health Resources System (Underlying rating) Tarrant County Health Facilities Development
. Corporation ) Al N
Texas Health Resources System ' North Central Texas Health Facilities .
{Underlying rating) Development Corporation Al N
Texas Health Resources System Plano Health Facilities Development
(Underlying rating) Corporation Al N
Titus County Memorial Hospital Titus County Hospital-District Baa3
Tomball Regional Hospital Tombal Hospital Authority Baa2 S
United Regional Health Care System North Texas Health Facilities :
{Underlying rating) Development Corporation A2 p
Zale Lipshy University Hospital North Central Texas Health Facilities
(Undertying rating) Development Corporation A2 S
UTAH
IHC Health Services Utah County

IHC Health Service Weber County

IHC Heaith Services, Series 1990 Class A
(Pooled Hospital Finance Program) (SBPA:
Westdeutsche Landesbank Girozentrale) Salt Lake City

IHC Heaith Services, Series 1990 Class B
(Pooled Hospital Finance Program) (SBPA:

Westdeutsche Landesbank Girozentrale) Salt Lake City Aa2NMIGT - S
IHC Hospitals, Inc. (Cottonwood Hospital) '

{(Underlying rating) Murray City _ Aa2 S
IHC Hospitals, Inc. (L.D.S. Hospital) Salt Lake City Aa2 S

1. Positive (P), Negative (N), Stable (S). Uncertain (U), Watchlist for Downgrade (W/D), Watchlist for Upgrade (W/U), Watchiist with Uncertain Direc_tion (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State

Issuer

Issuing Authority

Utah, continued

University of Utah Hospital (Moral Obligation
of the State of Utah), Series 1998

State Board of Regents of the State of Utah

Alexandria Medical Properties (Taxable)
(Guaranteed by Alexandria Hospital)

Alexandria Medical Properties

Bon Secours Health System (St. Mary's Hospital) Henrico County industrial Development

(Underlying rating)

Authority

Henrico County industrial Development
Authority

Hanover County Industrial Development
- Authority

Rating  Outlook’
Aa3 S
A2 S
A2 S
A3 S
A3 S
A3 S
A3 S
A3 S

Danville Regional Medical Center
(Underlying rating) .

Fairfax County industrial Development
Authority

A2 S
Aa2 S
Aa2/IVMIG1 S

Fairfax County Industrial Development
Authority

Washington County Industriat
Development Authority

Charlottesville industrial Development
Authority

Albemarle County Industrial Development
Authority

MWH Medicorp Health System {Formerly
Mary Washington Hospital) (Underlying rating)

Memonal Regional Medical Center
(Pro éect at Hanover Medical Park) (Guaranteed
on Secours Health System Obligated Group)

Hanover County Industrial Development
Authority

Prince William County industrial
Development Authority

Prince William County Industrial
Development Authority

A2 S
A2 S
A2 P
A2 p
Al S
A2 S
A2 S
A2 S
A3 S
A2 p
A2 p
A2 P
Ba1l S
Aa2 N

1. Positive (P), Negative (N), Stable (S), Uncertain (U). Watchiist for Downgrade (W/D), Watchiist for Upgrade (W/U). Watchlist with Uncertain Direction W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)

State Issuer Issuing Authority ) Rating Outlook *
Virginia, continued
Riverside Health System, Series 1997 James City County Industrial
Development Authority Aa2/VMIG1 N

Ty o
Center Hospita)

Sentara Health System (Formerly Medical
Center Hospital)

STy eniyTia
Health System, Subordinate guarantee)

Sentara Life Care Corporation (Sentara
Health System, Subordinate guarantee)

WASHINGTON
Catholic Health Initiatives (Underlying rating)

Providence Health System
(Formerly Sisters of Providence)

Providence Health System
(Formerly Sisters of Providence)

Providence Health System .
(Formerly Sisters of Providence) Washlngton Health Care Facilities Authonty ATNVMIGT S

ital & Health Center

WEST VIRGINIA
Charleston Area Medical Center

General Division Medical Office Building
(Guaranteed by Charleston Area Medical

Center) West Virginia Hospital Finance Authority A2
Princeton Community Hospital Princeton City Baa2
WISCONSIN
Catholic Health Initiatives {Formerly Catholic
Health Corporation (St. Catherine's Hospital Wisconsin Health and Educational
and Trinity Memorial Hospital)) Facilities Authority Aa2 N
Charity Obligated Group, Series 19970 Wisconsin Health and Educational _
' Facilities Authority Aa2VMIG1 S

Charity Obligated Group, Series 1997F Wisconsin Health and Educational

' Facilities Authority Aa2NMIG1 S
Columbia Hospital Wisconsin Health Facilities Authority A3 S
Community Memorial Hospital of Wisconsin Health and Educational
Menomonee Falls Facilities Authority A2 S

1. Positive (P), Negative (N), Stabie (S). Uncertain (U), Watchiist for Downgrade (W/D), Watchiist for Upgrade (W/U). Watchlist with Uncertain Direction (W/UD).
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Portfolio of Health Care Ratings (as of August 13, 1999) (continued)
State Issuer : Issuing Authority Rating Outlook’

Wisconsin, continued
Mequon Care Center, Inc. (Guaranteed by ~ Wisconsin Health and Educational

Columbia Hospital) Facilities Authority A3 S
Mercy Hospital of Janesville Wisconsin Health and Educational
Facilities Authority A2 S
Meriter Hospital Wisconsin Health and Educational
Facilities Authority A2 S
Monroe Clinic, Inc. Wisconsin Health and Educational
Facilities Authority A3 S
ProHealth Care, Inc. (Formerly Waukesha Wisconsin Health and Educational
Memorial Hospital) Facilities Authority Al S
Wausau Hospital (Underlying rating) Wisconsin Health and Educational
‘ Facilities Authority A2 S
WYOMING .
IHC Hospitals (Underlying rating) Unita County Aa2 S
Wyoming Medical Center Natrona County A3 S

1. Posit:'i/e {P). Negative (N), Stabie (S}, Uncertain (U}, Watchlist for Downgrade (W/D), Watchiist for Upgrade (W/Uj, Watchiist with Uncertain
Direction (W/UD). . ;
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| Section I:'-

- Presentation of Findings
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Purpose

In order to better understand the implications of the Bala_nced Budget Act of 1997
(BBA), the American Hospital Association commissioned The Lewin Group to
study the impact of BBA’s Medicare provisions on America’s hospltals and health
systems.

The BBA reduced payments for most hosp1tal services, i.e. 1npat1ent acute care,
outpatient care, home health care, skilled-nursing care, medical education, 1nd1gent
care, and many other services. This study attempts to measure the aggregate impact
of the BBA upon select aspects of hospitals’ financial performance.
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Key Findings

Q ""’IEWIN GRoup

‘Total Medicare payments to hospltals will be cut by $71.2 billion (10 5%)
“from 1998 to 2002. - | |

These payment reductions will force total Medicare margins downward to a
negative 4.4%, assuming moderately low cost growth and even lower with a

- more historical rate of growth

Ma:_rgins for outpatient, hospital-based home health, and PPS-exempt _Serviees
will all be negative under the BBA. |

~ While inpatient margins remain positive, they will fall under the BBA --

especially if costs increase at historical rates.




~ Methodology -
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Hospitals Are More Than Inpatient Institutions

Surgeries in 1997

Hospitals with Home Health

Haspltals with Skilled Nursing
Facllities

Hoxpitals with an HMO .
R

Hospitals in Henlth Systems

Nearly all acute care hospitals provide outpatient services and
60% of all surgeries are performed on an outpatient basis.

50% of hospitals operate a hospital-based home health
agency. | | | '

44% of hospitals dp_erate a hospital-based SNF or other long-
term care unit. | -

23% of hospitals have an ownership interest in an HMO, and

“many others have developed PPOs or other insurance plans.

44% of hospitals are now members of health systems.

Source: AHA Annual Survey, 1997.




BBA Provisions Included in Qur Analysis

Simulated Using

BBA Provision M edicare
Cost Report Data

PPS Update

Disproportionate Share (DS H)
“|Indirect Medical Education (IME)
Transfers - o

Qutliers

Capital

Bad Debt : .

Outpatient Formula Driven Overpayments
(FDO) '
Outpatient PPS

PPS-Exempt Units

PPS-Exempt Hospitals

Heos pital-Based Home Health Agencies

GYNY SN ERR

All other hospital services: BBA impact from cost reportsimulations iniputéd
to total hospital payments and costs from AHA Annual Survey.
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Basic Methodology

We first used Medicare cost report data to estimate revenue, costs, and margins for
the four major hospital services over the study period. The information was then
incorporated into our analysis of AHA Annual Survey data in order to estimate total

~ hospital Medicare payments, costs, and margins. This step allowed us to impute
hospital payment reductions to hospital services not explicitly included in our
~ Medicare cost report simulations. o |

This methodology assumes that payments and costs for “all other” services ch_angé
at the average rate for the four simulated services. | |

Our analysis proj ects hospital costs based upon two dlfferent assumptions:

~Medicare costs per case increasing at the market basket (MB) rate of inflation, and
costs per case increasing at market basket minus one percentage point (MB-1)
beginning in 1999. The market basket inflation rate is the rate of increase in the
costs of goods and services purchased by hospitals. Throughout this report the
followmg acronyms will be used: -

« MB = market basket rate of increase in hospital costs

« MB-1 = market basket rate of increase in hospital costs less one percentage point

- O "’”LEWNGROUP



‘Total Medicare Payments and Margins for Hospitals

O ™Lewm Grour —



The BBA Reduces Medicare Payments to Hospitals

by More than $71 Billion from 1998 to 2002

Payment reductions for all Medicare services are projected to grow from $7.4

billion in 1998 to $19.5 billion in 2002 under the BBA.

The cumulative payment reduction for all services affected by the BBA are
~ projected to be more than $71 billion, a 10. 5% reduction from pre-BBA
estlmates : -

After adjusting for 1nﬂat10n using the market basket rate of 1nﬂat10n post- -
BBA payments a;re actually decreasing in real terms.

O ™LewiN GROUP -
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Total Medlcare Margms Will Become Negatlve Due to Payment
Reductlons in the BBA (MB-1)

Total Medicare margins are .projected. to fall under the BBA to negative 4.4% in 2002
as payments fail to keep pace with costs.

Urban hospital inarginé become negative in 1999 and fall to negative 4.0% in 2002.
-Rural hospital margi'ris, which are negative in 1996, fall to negativé 7.1% in 2002.

did &

With costs ini_:reasing at market basket minus one percentage point, 70% of hbspitals
will have negative total Medicare margins by 2002.

52% 4%

Percent of Hospitals »
with Positive Margins

0% Medicare Margin —§

Percent of Hospitals »
with Negative :
Margins

% it , S
86% 68% 70%
1995 1996 1997 1998 1999 -2000 2001 2002




If Medlcare Costs Begin to Grow at Market Basket Margms Drop
an Addltlonal 3 4 Percentage Points

=  Many have que_sti_o_ned the hospital field’s ability to keep cost increases
below the market basket. Historical data, as shown below, suggest that
such low rates of increase may not be sustainable for many more years.

. Annual Change in Medicare Cost per Case -
Compared to An_nual Inpatient PPS Market Basket -
12% - '

10% e :
6% . N _
| et ' — \ -
. -

4% e "-.\ : -

_ e s . .~\ .

S TR R Y e, e,

2% 4— -
0% : - \\\—/___
2% . ——— . - v . . - — -

1985 1886 18687 1988 1889 1890 1991 - 1802° 1993 1994 1995 1996 1997

I Change in Cost.Per Case ™ = =PPS Inpatient Market Baskﬁ-

=  If costs increase at-the market basket rate, total Medicare margins are
projected to fall to negative 7.8% by 2002 and will continue to decline.

77% of hospitals will have negative total Medicare margms by 2002 if
costs increase at market basket.

O LEWINGROUP

15




| Me_dicare. Payments and Margins for

Hospitals by Type of Service

O ™LEwIN GROUP —
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The BBA Significantly Reduces Medicare Payments for Inpatient
’PS, Outpatient, Home Health and PPS-Exempt Services

Medicare payments to hospitals for inpatient PPS (including operating, capital
and bad debt), outpatient, home health, and PPS-exempt services are reduced
by an estimated 10.5% over the full five years of the BBA.

- Annual payment reductlons for these four services rise from $6 3 bllhon in
1998 to $16 5 billion in 2002. o

Th1s represents a cumulatlve payment reduction of over $6O billion for these
| four services 1nc1uded in the analysis.

In all years except 2002, post—BBA payments for the four services will be less
‘than the 1997 payments for those same services.

 After adJustmg for 1nﬂat10n using. the hosp1ta1 market basket, post-BBA
| | payments are actually decreasmg in real terms.

O T””LEWIN GroUP
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The BBA Reduces Inpatlent PPS Payments by More Than
$40 Bllllon from 1998 to 2002

Payment reductions rise from 4.8% in 1998 to 12.6% in 2002 (or from $3.9
billion to $11 4 b11110n) as a result of the BBA. |

Aggregate payment reductions total $40.7 billion, or 9.5%, from 1998 to
- 2002

OMLEWINGROUP | _ . | 0




The post-BBA inpatient margin falls from 12.6% in 1998 to 7.5% in 2002,
if costs mcrease at market basket minus one percentage point.

Inpatient margms fall even lower to 4.2% in 2002 if costs increase at the
| market basket | -

If costs increase at the market basket inpatient margins fall sharply for _'

gn Teachmg hospltals whose margins fall 5 8 percentage pomts from o

1998 to 2002; and

O Hospitals located in New England, East North Central, and West
South Central regions, whose margins fall 6.5, 6.2 and 6.4 =~
_ percentage points respectively.

O ™Lewm Grour -
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The BBA Reduces Outpatlent Payments by $11.2 Billion (14.4 A»)
from 1998 to 2002

)  Outpatient paymen_t reductions grow from 7.9% in 1998 to 17.7% in 2002,
assuming costs increase at market basket minus one percentage point.

EE)  Aggregate payment reductions over the five year period were partlcularly
large for: . |

0 Hospitals in the Mid- Atlantlc (16. 1% reductlon) and Pacific (15 6%
reduction) regions

o Rural hospltals (15 4% reductlon) and

| | Hospltals with fewer than 50 beds (16.2% reductlon), 50 99 beds
o (15.5% reduction), or 100-199 beds (15.9% reduction).




Outpatlent Margins That Were Already Negatlve Prior to the BBA
Become Even More Negative

) The post-BBA margins reflect the reduction of Medicare payments
for ambulatory surgery, radiology and other diagnostic services in
1998 due to elimination of the formula driven overpayment, and an

| addltlonal reduction in 2000 due to the outpatlent PPS.

- | Outpatient pollcy changes espec1ally the outpatient PPS, are
projected to 1mpact rural hospltals more s1gn1ﬁcantly than urban
hospltals o

O ™LewN Group '
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Of the Services Simulated, the Largest BBA Payment Reduction Is
22% for Hospital-Based Home Health Services

| Payments are estimated to significantly decrease under the BBA’s

interim payment system and the planned 15% payment reduction
for home health. | |

=) Payment reductions grow from 16% in 1998 to 28% n 2002.

_OT’"’LEWINGROUP. — _ — - — 28




The BBA Dramatically Reduces Hospital-Based Home Health

Margins in 2001 and 2002

' The BBA imposes a payment reduction for home health payments
of 15% in 2001.

As aresult, home health margms fall by 7 percentage points to
negative 11%.

O ™Lew Group
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The BBA Reduces PPS-Exempt Hospltal Payments by at Least 7 %,
from 1998 to 2002

Psychlatnc rehablhtation long-term care, children’s, and cancer hospitals
-and distinct-part psychlatrlc and rehabilitation units are exempt from PPS
and paid on a cost basis.

The majority of PPS-exempt payments are made to rehabil_itation,. long-
term and psychiatric facilities. |

PPS-exempt payment reductions were primarily due to the update freeze
in 1998, caps on hospital target amounts, a 15% reduction i in capital
payments and a change in the bonus payment pohcy |

32
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PP'S—EX_e.mpt' Margins Are Projeéted to Increase Slightly but

Remain Consistently Negative

PPS-exempt services were profitable pre-BBA but lose money
post-BBA. |

Psychiatric hospitals and units experience the greatest reductions
in payments and margins.
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Section II:
Type of Service Comparisons and Nat_i'onal Estimates Calculation with
Costs Increasing at Market Basket Minus One Percent (MB-1)
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Anelysis of Medicare Payments and Margins Under the BBA: 1998 to 2002 _' '
Medicare P ts in Total and by T (Service

PROJECTIONS WITH MEDICARE COSTS INCREASING AT MARKET BASKET MINUS ONE PERCENT) AGE POINT

Pre-BBA Payments : . $132.14 $135.80 $139 59 $143 59
Post-BBA Payments . $120.40 $120.83 $121.97 $124. 13
Dollar Impact - (1. _ (11 74) (

83.50 1 ) :  430.16
77.29 77.53 . : . 389.44
6.81) (8.82) ) 40)} (40.72)
78 -10.01%| _-11.54%] .

TIITHE e

Pro-BBA Payments ' 14.22 15.30 15.68 16.09 1654] 7782

Post-BBA Payments 13.10 13.34 13.18 13.37 1361|  86.58

Doflar impact (1.12) (1.96) (2.52) @.72) (2.93) (11.24)

Percent Impact 785%| -1281%] -1608%| -te.sow| 1770 _-1445%
. e e ey T e T e T L T RN T e e e e e T Y P e R T X VISP DR e YR T

Post-BBA Costs 15.38 1560 | 15 aa 16.08 16.37 |5

Post-BBA Margin___ ’ 17 42%] 16.03%]  -20.00%]  -20.29%]  -20.20% R0 Rut s

Pre-BBA Payments ) " 4.80 511
Post-BBA Payments 3.79 3.98 414

Dollar impact (0.74) 082 - (©on
Percent Impact. A830%| 17.04%| -19.01%

Post-BBA Costs 4 01 -4, 15 4, 30

T T P TRV EAS ot T 1 0123 RS R PR A 155
Post-BBA Margin - -5 79% -4.06% I -40193] -11.64%

Réats "N "

Pre-BBA Payments 7.97

Post-BBA Payments 7.42 7.56 © 37.89
Dollar Impact ' {0.56) (0.57) (2.81)
Percent Impact -6.97% _ -6 95% £

Posl-BBA Costs . 7 71l 7.82 7.95 | s 09 T

Post-BBA Margin ' “543%]  539%]  5A6%K]  493%|

*Total Medicare payments and margins on projections of AHA Annual Survey data,

The sum of the four t of service will not equal the due to the cross between report and AHA survey data.

Section lf
Market Basket Minus One Percentage Point Analysis
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Market Basket Minus One Percentage Point Analysis

The Lewin Group has simulated the BBA's impact on payments using Medicare PPS12 data for inpatient PPS, outpatient, hospital-based home health, and PPS-
exempt services. The resulfing rates of change from this analysis were then applied to AHA Annual Survey data to simulate total payments. AHA data include the
following services that are not reflected In the Medicare cost report simulations: direct graduate medical education, skilled nursing care, dialysis, outpatient
rehabilitation, lab, durabie medical equipment oxygen, ambulance, and non-covered servioes and costs.

1. Calculate the percent impact of the BBA on payments and costs from the Medicare PPS12 (FFY 1995) payment mrcrosrmulahons Four types of service were
simulated: inpatient PPS, outpatient, hosprtal—based home heatth, and PPS-exempt services. :

118 29
103.36 105.19
-12.62% -13.55%
101.75 104.21
100.56 102.85
-1.16% -1.31%j

Pre-BBA Med‘ care payments for the four servlces s|mulated
Post-BBA Medicare payments for the four services simulated

Percent Impact of BBA on Medicare payments for the four services simulated
Pre-BBA Medicare costs for the four services simulated ~ ~

Post-BBA Medicare costs for the four services simulated

Percent impact of BBA on Medicare costs for the four services simulated

~11.02%
99.56
98.54

: _ i _ _ _ m:mzm 200162002
: Pre-BBA Medrcare paymenls for the four services srmulated 4.5% 2.8% 2.8% 9%
. Post-BBA Medicare payments for the four services simulated 1.1% 04%| 0.9%, ‘ 1.8%
, Pre-BBA Medicare costs for the four services simulated 2.8% 21% 2.2%) 2.4%
i {Post-BBA Medicare costs for the four services simulated 2.6% 1.9% 214% 2.3%

3. Use AHA data from 1995 to 1997 to calculate Medrcare payment and costs rates of change. Payments mcreased at an annual rate of 5.1 percent and costs at
annual rate of 2.9 percent from 1995 to 1997.

4. Apply average 1995 to 1997 AHA Medicare payment and cost rates of change to 1997 AHA Medicare paymenls and costs to eshmate 1998 Medicare payments
and costs. -

5. Apply simulated payment and cost rates of change from Medicare PPS12 analysls to 1998 Medicare payments and costs estimated from AHA data to project AHA
payments and costs: (1) pre-BBA; and (2) post-BBA. This methodology assumes that payments and cosls for services not modeled in the Medicare cost report -
simulations wili experlence the same aggregate rates of change as the four simulated gervices. '

re-BBA Medicare Payments [ $108.04] §11485 $1zo'35' $12650 |  $132.14|  $135.80 $13059 | 14350

: Post-BBA Medicare Payments 11912 - 12040 ~120.83 121.97 12443
e Pre-BBA Medicare Costs _ 109.89 112.34 11626 119.59 12291 ) 125.46 - 12822 131.33
- Post-BBA Medicare Costs : - 7' “118.71 121.84 124.18 | 126.73 129.61

6. Total Medicare Margins, actual and projected, from 1985 to 2002.

Actual _
Post-BBA Projections

Section )



Proportidn of Revenues and Costs Attributed to 'Each Type of Sefvi ce

Inpattent PPS
Outpatient
Home Health
TEFRA

lnpatlent PPS
Outpatient
Home Health

TEFRA

lnpatlent PPS
Outpatient
Home Health
TEFRA

Total .
PoStBBAICHEtS
Inpatient PPS
Qutpatient -
Home Health
TEFRA
Total

13.26%
4.23%
7.32%

100.00%

76.02%
12.98%
3.76%)
7.25%

70. 70%
16.21%

4.97%}

8.13%

100 00%
ghe Sor

71 23%

16.33%
4.26%

- 8.19%
100.00%

75.10%|

74.87%]

74 93% 74.82%
© 13.66% 13.63%|  13.60%
 4.29% 4.44% 4.57%
" 7.12% 7.06% 7.01%
__100.00%| _100.00%| _ 100. 00%
e e T R
75.75% 75.72%| - T75. 75%
13.07% 12.85% 12.94%
3.90% 4.04% 3.85%)|
7.27%|  7.38% 7.46%
100 00%]| _ 100.00%! _ 100.00%
70 87% 70, 77% 70.70%
15.99%|  15.90% 15.81%
5.12%  5.34% 5.53%
8.02% 7.99% 7.96%
1oo 00% 100. 00% 1oo oo%
71. 49% 71 50% )
16.13% 16.07% "15.99%
4.29% 4.37% 4.42%
8.09% ' 8.07% 8.05%
100.00%| - 100.00%

' 100.00%

74.78%)
13.59%| -
- 4.68%)|
6.95%

e
L

75. 66%
12.94%
3.91%
7.49%
100 00%
5 .u.
70.67%
15.71%
- 5.70%)
7.92%
100 00%

15.92%

4.45%
8.02%
100.00%

100.00%
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Section ITI:

Data Tables by Hospital Category with Costs Increasing |
at Market Basket Minus One Percent (MB-1) .

O ™LewmN Group



spitals* (in millions)
Q}q ; 1999

1 Pre-BBA  Post-BBA
Payment Payment

arison of Total Medicare Pay

. e

ments to Ho

i Mo

132,138 120,400

20810 - 18,115
111,328 - 101,285

63,873 58,113
68,285 62,287

Ll 6,380 97,084 88,550
Profit L : ¢ 17884 . 16,165

e 17,190 . 15,685
¥ Engtand 7725 8,891
idle Attantic 22,656 20,778
ith Atlantic 22,746 20,723
st North Central 22,884 20,778
st South Central }] 10,040 8,200
18t North Centraf 10,548 9,750
5t South Central {12 14,159 12,826
italn 5,778 5,262
cific 15,603 14,095
51,041 46,475

64,778 ' 58,832

18,319 15,094

s8 than 50 Beds 4,634 4,207
110 99 Beds 9,893 9,055
0to 199 24,908 22,660
10 to 499 Beds 60,269 54,673
10 Bede or More 32,435 29,606

'rban 1.13% -0.66% 226% . -3.38% -3.92%
lon-Teaching -0.49% -1.81% -2.98% . -388% -4.28%
‘eaching _1.12% -0.62% -2.58% -3.91% -4.54%
tot-for-Profit -1.89% 3.27% -4.04% -6.06% -6.59%
‘or Profit 12.79% 10.83% 9.91% 8.82% 8.36%
2ublle . -0.01% -1.85% -3.73% -4.93% -5.49%
Jew Engtand -1.02% 3.44% 5.44% 8.34% -6.84%
Widdle Alantic -1.39% -1.56% 395% 5.29% 5.83%
South Allantic 5.56% 4.31% 2.88% 1.79% 122%
East North Central -3.97% - -6.18% -7.66% B8.73% | 9.20%
East South Central 7.66% 6.79% 5.65% 4.73% 4.26%
Nest Noith Central 5.41% -5.62% -7.30% 8.3%% -8.87%
Nest South Central 0.52% -1.75% 3.21% 4.74% -5.34%
Mountain 2.41% D.34% - 0.78% -1.75% -2.22%
Pacific 057% -2.52% 357% -4,40% 4.84%
Non-DSH 3.14% -4.05% 543% -8.47T% -8.92%
DSH 2.88% 0.79% 097% -2.20% -2.79%
Unknown 1.04% 0.14% -1.60% -2.57% -2.97%
ess than 50 Beds .. -7.01% 8.88% . -11.01% -12.52% -12.94%
50 to 99 Beds -1.39% -1.85% -3.20% -4.28% -4.84%
100 to 189 Bads * 0.99% -0.50% -1.85% -2.84% -3.39%
00 to 499 Beds 077% - 092%  -2.29% -3.23% -3.76%
500 Beds or More 0.63% 0.95% -3.10% -4.55% -5.15%

The Lewin Group
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Section Ili: Dah.Tables by Hospltal Category with Coste Increasing at Market Basket Minus One Percentage Point

{between the AHA annual survey and Medicare cost reports cannot be finked.

2001 ; B R 6YearTofal 5 Year Total
Pre-BEA  PostBBA  Payment B PIEERAY 314 symelisdl  Impact - Percent
Payment Pay P ; : ot to Payments Impact
139,591 121,974 (17,617) B 4350 i (71,162) -10.5%
22,028 19,387 (2,840) g (10,689) = -10.0%
117,564 102,588 (14, 20,8 : (60,473) -10.6%
67,510 59,177 (8,333) : (34,252) -10.5%
72,081 62,797 {9,284) g {0, (38,910} -10.5%)
102,459 89,619 - (12,839) 05,3 45 (51,808) -10.4%
18,854 16,522 (2,432) ; <. (10,045) -10.9%
18,178 15,833 (2,34 - . (8,310) -10.5%
8,173 7,078 (1,098) B30 o 3 (4,368) -11.0%
23,800 20,848 (3,043) A y,347 (12,240) -10.5%
24,073 21,028 (3,045) : i A(3,;378) (12,375) -10.6%
24,167 21,089 (3,088) A s AT - 3) © (12,348) -10.5%
10,838 9,380 (1,256) xJ0;9 ; (5,088) -9.9%,
11,182 9,908 (1,274) 1 434! (5,087) -9.4%
14,977 12,992 (1,985) d T (7.882) -11.0%
6,100 5,352 027 e ] (3,048) -10.3%
16,393 14,292 (2101 108 FHREH LY 28 (8,605) -10.8%
54,080 47,291 (6,738) P52 BAS) RB18872 (27,600) -10.5%
68,373 59,388 . {8,985) : a8 R18) - (35.859) -10.8%
17,189 15,295 ) ) (7,603) -9.1%
4911 423 : J) 2.728) - -11.4%
10,450 9,201 (1,249) ; 273 ) (5102 -10.1%
26,319 23,021 (3,298) - sl (13439 -10.5%
63,656 55,759 (7.898) fHi2 ‘ : : ) (32,125) -10.4%
34,254 29,763 (44917 )2 i B3y (17,768) -10.7%] -
* Total Medh 1ts based on projections of AHA Annual Survey Data.
Notes: - .
1) Aggregation by category may nat equal the total due to rounding. .
2) Unknown in the DSH/ Non-DSH gory repi hospitals where DSH status cannot be determined and where data

3) Unknown in the Ownership gory repl ts hosptiale without an ownerzhip/ control status in the Medlea'!u cost

report data.
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1999 2001 5 Year Total & Year Total
Pre-BBA Post-BBA Pre-BBA Post-BBA Impact on Percent
Payment Payment Payment __Payment ents bnpact
Total 83,901 77,289 88,512 78,296 (40,720) -9.5%
Rural 12,096 11,380 12,768 11,588 (4,720) -7.6%
Urban 71,805 65,909 75,744 66,708 (35,999) -9.8%
Non-Teaching 38252 35,356 40334 36,051 E 12)! (17,431) 8.8%
Teaching 45649 41,934 48,179 42248 9,527 & 90)! (23,288) 9.9%
Not-for-Profit 61,774 56,903 65,181 57,634 17) (30,086) 9.5%
For Profit 9,161 -8,451 9,632 8,585 (4220) -8.0%
Public 11,033 10,170 11,660 10,292 (5,390) -9.5%
Unknown 1,933 1,766 2,039 1,784 (1,013) -10.4%
New Engtand 4,845 4,395 5127 4,443 (2,680) -10.8%
{Middle Atlantic 15129 13,992 15,948 14,094 (7,449) -9.6%
South Atlantic 14835 13,716 15,641 13,937 (6,900) -9.1%
East North Central 15,066 13,796 15915 13,965 (7.650) -9.9%
East South Central 6,070 5,651 6,400 5,747 (2,603) -8.4%
West North Central 5,690 5,344 6,004 5,418 (2,309) -7.9%
West South Central 8,466 7.762 8,910 7,854 (4,212) -9.7%
Mountain 3 3,049 3,495 3,102 (1,579) -9.3%
Pacific 10,489 9,585 11.074 9,738 (6,337) -9.9%
Non-DSH 33,835 31,251 35,700 31,782 {15,900} -9.2%
DSH 46,967 43,174 49,540 43,626 (23,304) -9.7%
L 3,099 2,864 3,212 2,888 (1,516) -9.5%
Less than 50 Beds 1,218 1,152 1,290 1,174 (454) 7.2%
S0 to 89 Beds 4,078 3,816 4,306 3,884 (1,670) -8.0%
10010 199 Beds 12,928 11,964 13,618 12,167 {5,829) -8.8%
200 to 499 Beds 41 229 37,890 43,516 38,488 (20,214) -9.6%
500 Beds or More 24,447 22,466 25,783 22,583 (3,200, . (12,552) -10.0%
Notes:

Total 12.57% 10.57% 8.12% 7.46%
Rural 11.01% 10.44% 8.54% 7.99%
Urban 12.83% 10.59% 8.05% 7.37%
Non-Teaching 9.69% 7.78% 6.06% 5.52%
Teaching 14.97% 12.92% 9.87% 9.12%
Not-for-Profit 11.82% 9.97% 7.50% 6.85%
For Profit 15.83% 1287% 10.82% 10.20%
Public 14.88% 12.52% 9.94% 8.22%
Unknown 6.58% 7.44% 4.73% 4.10%;
New Engtand 12.30% 9.21% ! 6.45% 5.78%
Middie Atlantic 12.58% 12.35% 10.71% 9.39% 8.71%
South Atlantic 11.76% 9.98% 8.67% 7.86% 7.23%
East North Central 9.64% 6.84% 5.24% 4.14% 3.43%
East South Central 13.56% 12.36% 11.14% 10.37% 9.77%
West North Central 9.21% - 8.67% 7.24% 6.19% 5.55%
West South Central 13.45% 10.39% 8.98% 7.77% 7.06%
Mountain 15.97% 13.20% 12.06% 11.29% 10.66%
Pacific 17.41% 14.05% 12.87% 12.13% 11.57%
Non-DSH 7.89% 6.52% 5.25% 4.40% 3.80%
DSH 15.98% 13.56% 12.03% 10.93% 10.23%
Unknown 11.41% 9.59% 7.86% 6.63% 5.92%
Less than 50 Beds 15.14% 12.16% 11.16% 10.17% 9.55%
50 to 99 Beds 9.28% 8.28% 7.14% 6.07% 5.38%
100 to 199 Beds 11.00% 8.89% 7.70% 6.81% 6.18%
200 to 499 Beds 11.43% 9.31% 7.96% 711% 6.47%

15.72% 13.89% 12.12% 10.78% 10.11%

500 Beds or More

The | Group
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1) Aggregation by category may not equal the total due to rounding.

2) Unknown in the DSH/ Non-DSH category represents hospitats where DSH status cannot be determined and where
data between the AHA annual survey and Medicare cost reports cannot be linked.

3) Unknown in the Ov hip gory repr ts hosptials without an ownership/ control status in the Medicare cost
report data.
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1899 2001 § Year Total 6 Year Total
i Pre-BBA  Post-BBA Pre-BBA Post-BBA  Payment Impact on Percent
Payment Payment Payment Pay mpact Payments impact
Total 15,299 13,338 16,089 13,371 (2,718) (11,244) -14.4%
Rural (240 3,087 2,659 3225 2,641 (585) (2,406) -15.4%
Urban (875) 12232 10,680 12,884 10,730 (2,134) (8,838) -14.2%
Non-Teaching 40); 8,100 7,010 8,519 7,058 (1,450) (6,115) -14.8%
Teaching 7,189 6,328 7.571 6,312 {1,259) (5,128) -14.0%
Not-for-Profit 7 10,801 9,401 11,358 9,426 (1,933) (8,030) -14.6%
For Profit 2); 1,592 1,363 1,675 1,398 @rnit 1,193) -14.7%
Public (132); 2,420 2147 2,545 2,132 412) (1,644) -13.4%
Ur 30) 486 428 511 416 (86) (376) -15.2%
New England ! 1,012 894 1,064 864 (180) (725) 14.1%
Middle Atlantic 2,388 2,108 2,511 2,005 (506) (1,853) -16.1%
South Atlantic 2,610 2,270 2,745 2,211 (474) (1,960) -14,8%
East North Central 3,150 2,736 3313 2,796 (516) (2,215) -13.8%
East South Central 965 828 1,015 842 (173) @37 -15.0%
West North Centrai 1,274 1.116 1,339 1,117 “(222) 917) -14.2%
West South Central 1,614 1,440 1,698 1,452 (246) (896) 12.1%
Mountain 637 556 670 568 (101) (431) -13.3%
Padific 1,650 1,391 1,735 1,435 __(300) (1,310) -15.6%
Non-DSH 7,096 6,189 7,463 8,227 (1,235) (5,154) -14.3%
DSH 7.568 6,544 7.958 6,534 (1,425) (5.894) -15.3%
Unknown 635 606 668 610 (58) (198) £.1%
Less than 50 Beds 494 431 520 917 (103) (408) -16.2%
50 to 89 Beds 1,246 1,081 1,311 1,069 (241) (984) -15.5%
100 to 199 Beds 2,970 2,548 3123 2,550 (573) (2,400) -15.8%
200 to 499 Beds 7,061 6,171 7,426 6,263 (1,163) (4,889) -13.6%
|500 Beds or More 3,527 3,108 3,709 3,071 (638) (2,562) -14.3%
Notes:
1) Aggregation by category may not equal the total due to rounding.
2) Unknown in the DSH/ Non-DSH category represents hospitals where DSH status cannot be determined and where
: data between the AHA annual survey and Medicare cost reports cannot be linked.
Total 3) Unknown in the Ownership gory rep hosptials without an rship/ control status in the Medicare cost
Rural -21.47% -21.47% repori data.
Urban -20.01% -20.01%
Non-Teaching -19.23% -19.23%
Teaching -21.49% -21.49%
Not-for-Profit -19.08% -19.08%
For Profit -18.84% -18.94%
Public -25.90% -25.90%
Unknown -23.55% -23.55%
New England -17.97% -17.97%
Middie Atlantic . . -26.33% -26.33%
South Atlantic -14.95% -14.46% -17.98% -17.88% -17.98%
| North Central -16.41% -15.69% -16.74% -16.74% -16.74%
East South Central -15.88% -15.78% -17.38% -17.38% -17.38%
West North Central -15.96% -15.03% -18.50% -18.50% -18.50%
West South Central -26.49% -26.00% -28.90% -28.90% -28.90%
Mountain -16.97% -16.50% -17.42% -17.42% -17.42%
Padific -18.63% -19.47% -18.43% =19.43% -18.43%
Non-DSH -16.36% -16.64% -18.51% -18.51% -18.51%
DSH -16.67% -18.44% -20.25% -20.25% -20.25%
Unknown -36.19% -35.55% -38.91% -38.91% -38.91%!
Less than 50 Beds -18.63% -18.00% -2561% -25.61% -25.61%,
50 to 89 Beds -19.32% -18.84% -23.85% -23.85% -23.85%
100 10 199 Beds -18.93% -18.57% -217% -22.17% -217%
200 to 499 Beds -16.15% -15.68% ~17.55% -17.55% -17.55%
500 Beds or More -17.86% -17.26% -22.36% -22.36% -22.36%
The | Group Page 3 of 5 all




Comparison of Medicare Payments to Hospitals for Home Health Services (in millions)
1998

) 1 1989 [ 2001 6 Year Total & Year Yotal
i Pre-BBA  Post-BBA 4 Pre.BBA  Post-BBA  Payment Impact on Percent
i Payment  Payment i _Payment  Payment Impact Payments Impact
Total 4,802 3984 i 5,403 3,082 {1,420) ) (5,527) -21.8%
Rural 1,339 1,110 1,466 1,107 (389);; (1,519) -21.4%
Urban 3,463 2,874 3,907 2,875 {1,031 {4,008) -21.7%
Non-Teaching 3,189 2,615 3,504 2,608 (3.854) -22.7%
Teaching 1613 1,369 1,809 1,376 (1672) -19.5%
Not-for-Profit 3,117 2,657 3,443 2,631 (3.135) -18.1%
For Profit 873 655 1,059 892 (1.458) -30.0%
Public 660 545 735 533 779) 2.2%
Unknown 153 127 165 126 (158) _ -19.9%
New England 166 136 194 149 (185) -20.6%.
{Middie Attantic 583 512 61 '516 (555) A7.7%
South Atlantic 1,108 884 1,272 884 {1,502) -25.2%
East North Central 651 o 562 721 568 (598) -17.4%
East South Central 558 467 638 486 (600) ~20.0%
West North Central 383 . 324 454 352 (400) -18.0%
West South Central n7 560 840 554 (1.097) -28.1%
Mountain 225 188 246 182 (251) -21.3%
Pacific 403 349 k144 292 (339) -17.4%
Non-DSH 2,428 1,995 2,789 2,039 (2.957) -2.6%
DSH 2,235 1,869 g 2,453 1,827 (2.438) -20.8%
Unknown 139 119 123). 150 116 (132) -18.3%
Less than 50 Beds 244 © 192 n 185 (336) -26.1%
50 to 99 Beds 546 451 613 45 {628) 21.7%
100 to 199 Beds 1,047 867 1,185 871 (1,240) -22.1%
200 to 499 Beds 2,015 1,664 2,242 1,655 2,327 -21.8%
500 Beds or More 850 810 1,081 819 (996) -19.6%
Post-BBA Medicare Margins for Hospital-Based Home Health Services ) Notes:
1888 1989 2000 (200! 200 1) Aggregation by category may not equal the total due to rounding.
2) Unknown in the DSH/ Non-DSH category represents hospitals where DSH status cannot be determined and where
s FEEN i 1 I data between the AHA annual survey and Medicare cost reports cannot be linked.
Total -5.79% -4.01% -11.64% -11.36% 3) L in the O hip gory rept te hosptiaks without an owr ip/ control status In the Medicare cost
Rurat -4.71% -3.52% -10.48% -10.00% report data.
Urban £.21% -4.19% -12.09% -11.88%
Non-Teaching -5.83% -4.28% -12.27% -1211%
Teaching 5.71% -3.48% -10.47% -9.95%
{Not-for-Profit - -4.75% -2.84% -9.65% -9.26%
For Profit -11.41% -8.78% -19.19% -19.17%
Public -4.83% 4.22% -12.84% -12.62%
Unknown -4.12% -1.69% -6.73% -497%
New England -3.70% -2.59% -4.92% -4.34%
[Middle Atiantic -3.36% -1.92% 8.01% -7.29%
South Atlantic -9.18% -8.85% -18.07% -18.10% N
East North Central -291% -1.19% -6.28% -5.66%
East South Central -3.86% -2.68% -7.90% -1.77%
West North Central -3.90% -2.26% -6.60% -5.58%
West South Central -8.27% -7.94% -19.84% -20.76%
Mountain -7.29% -3.96% -10.80% -10.13%
Pacific -5.89% -2.14% -9.49% 8.31%
Non-DSH -5.75% -3.97% -11.60% -11.25%
DSH 5.81% -4.10% -11.83% -11.65%
Unknawn £.14% -3.21% -9.49% . -8.82%
Less than 50 Beds -8.26% -6.68% -7.04% -16.39% -16.75%
50 to 99 Beds -4.19% 3.77% -3.80% -10.92% -10.42%
100 to 199 Beds -5.51% -3.83% -3.63% -12.30% -11.90%
200 to 499 Beds -6.60% -4.52% 4.43% -11.52% -11.32%
|500 Beds or More -5.20% -2.92% -2.96% -10.51% -10.19%
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2001 6 Year Total 8 Year Total
Pre-BBA Post-BBA Impact on Percent
Payment Payment P Impact
Total 8,289 7,715 (2,815) -8.9%
Rural 1,242 1,151 (446) -7.3%
Urban 7,047 6,563 (2,369) 6.8%
Non-Teaching 4764 4,433 (1.825) -6.9%
Teaching 3525 3,282 (1,189) -£9%
Not-for-Profit 4345 4,055 (1.421) -6.7%
For Profit 1,900 1,758 (696) -7.5%
Pubtic 898 834 (310) -7.0%
Unknown 1,146 1,068 {387 -6.9%
New England 691 653 (186) -5.5%
Middle Atlantic 1,550 1,425 (616) 8.1%
South Atlantic 1,232 1,159 (360) -5.9%
East North Centrat 1,447 1,354 (452) 8.4%
East South Centrai | 462 438 (127) 5.6%
West North Central 478 449 (140) 6.0%
West South Centra 1,296 1,188 (485) -7.6%
Mountain 308 287 (92) 6.1%
Pacific 828 754 (358) -8.8%)
Non-DSH 4,070 3817 {1,239) £.2%
DOSH 321 2,967 (1,196) -7.8%
Unknown 1,008 930 (379) 1.7%
Less than 50 Beds 303 277 (127) -3.6%
50 to 89 Beds 1,608 1,495 (545) £.9%
100 to 199 Beds 1,778 1,855 (604) -8.8%
200 to 499 Beds 2975 2,784 (833) -8.4%
500 Beds or More 1,628 1,505 (605) -7.6%
Notes:
1) Aggregation by category may not equal the total due to rounding.
2) Unknown in the DSH/ Non-DSH category represents hospitals where DSH status cannot be determined and where
data between the AHA annual survey and Medicare cost reports cannot be linked.
3)U 1in the Ownership gory represents hosptiats without an ownership/ control status in the Medicare cost
report data.
Teaching -6.35% -6.33% -6.03% -5.74% -5.45%
Not-for-Profit -5.10% -5.09% -4.83% -4.57% 4.31%
For Profit -2.06% -2.05% -1.92% -1.80% -1.68%
|Public -16.01% -15.86% -15.43% -15.04% -14.64%
Unknown -4.00% -3.92% -3.73% -3.56% -3.39%!
New England -7.80% -7.74% -7.49% -7.24% -7.00%
Middle Atlantic -6.95% -6.94% -6.60% 6.25% -591%
South Atlantic -4.24% -4.22% -4.04% -3.86% -3.68%
East North Centrat -5.03% -5.03% -4.80% -4.58% -4.37%
East South Central -2.85% -2.94% -2.79% -2.63% -2.49%
Wesgt North Central -8.57% -6.48% -6.22% -5.95% -5.71%
West South Central -4.12% -4.08% -3.91% -3.75% -3.58%
Mountain -2.89% -2.85% -2.70% -2.54% -2.38%
Pacific 6.85% -6.74% -8.46% -5.20% -5.94%
Non-DSH -3.01% -3.03% -2.84% -2.65% -2.46%!
DSH -6.62% £6.54% -6.26% -5.99% 5.72%
Unknown -11.55% -11.42% -11.16% -1091% .  -10.68%
Less than 50 Beds -8.50% -6.40% 6.17% -5.95% -5.72%
50 to 99 Beds -2.52% -2.48% -2.33% -2.20% -2.08%|
100 to 199 Beds -4.34% -4.33% -4.13% -3.83% -3.75%
200 to 499 Beds -5.86% 5.82% -5.59% -5.36% 5.14%
500 Beds or More -8.54% -8.49% -8.13% -7.75% -7.37%)|
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Analysis of Medicare Payments and Margins Under the BBA: 1998 to 2002

PROJECTIONS WITH MEDICARE COSTS INCREASING AT MARKET BASKET

Pre-BBA Payments $126.50] $132.21| $135.84 $139.82 $143.90
Post-BBA Payments $119.08 | $12043 | $12003| $12215] $124.39
Dollar Impact 742 18| ason|  (ren (18.52)
Percent Impact _ -8.91%| -11.04% 13.56%| _
Post-BBA Costs 118 72] 122.89 126 32] 13000 ] _134.07 i)
[Post-BBA Margin T 081 -2.04%]

Pre-BBA Payments

Post-BBA Payments 76.74 77.53

Dollar impact (3.87) (6.61) (8.62) (10.22)

Percent Im act -4.80% -7 88% -10.01%]  -11. 54%

Post—BBA Costs . 67 10 69 73 71 69 73 82 I 76 21 I
Post-BBA | Margm 12. 57%] 9. 79%] 7.54%]

(40.72)
-9.47%

Pre-BBA Payments

Post-BBA Payments

Dollar Impact (1.12) (1.98) (2.52) )

Percent Impact 785%| -1281%| -16.08% ) -17.70% -14, 45%
Post-BBA Costs 15.84 1622] 1663 _ 17 6] 1. 54]

Post-BEA Margin |  -20.92%| -21.61% 26.34%]  -27.59% | -28.84°/o|...

Pre BBA Payments

Post-BBA Payments

Dollar Impact (0.74) {0.82) (0.97)

Percent Impact -16.30% -17.04% _-19.01%

Post-BBA Costs ' 4 01 ] 415] 430

Post-BBA Margm ] -5 79%[ . 06%] “a 01%] L 84%]

Pre-BBA Paymems . ’
Post-BBA Payments 8.04 8.27 39.20
Dollar Impact (0.58) (0.64) (0.66) (3.11)
Percent Impact -7 19% -7 39% -7.39%

Post—BBA Costs |_ 7 94 B, 58 | e 83 |

Post-BBA Margin ' [ ~6.54% B.76%|  6.76% 6. 76%T 8. 76%[

*Total Medicare payments and margins based on projections of AHA Annual Survey data.
The sum of the four types of service will not equal the total due to the cross between cost report and AHA survey data.

The Lewin Group
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Cr Ik of i P v ment Simulation

Market Basket Analysis

The Lewin Group has simulated the BBA's impact on payments using Medicare PPS12 data for inpatient PPS, outpatient, hospital-based home health, and PPS-
exempt services. The resulting rates of change from this analysis were then applied to AHA Annual Survey data to simulate total payments. AHA data include the
following services that are not reflected in the Medicare cost report simulations: direct graduate medical education, skilled nursing care, dialysis, outpatient
rehabiitation, lab, durablie medical equipment, oxygen, ambulance, and non-covered services and costs.

1. Calculate the percent impact of the BBA on payments and costs from the Medicare PPS12 (FFY 1995) payment microsimulations. Four types of service were
simulated: inpatient PPS, outpatient, hospital-based home health, and PPS-exempt services.

PPS12 Sifilated;Payments and Costs (8 bINONS) wx v 2007

Pre-BBA Medicare payments for the four services simulated 118.69

Post-BBA Medicare payments for the four services simulated 103.69 105.59
Percent Impact of BBA on Medicare payments for the four services simulated -11.04% -12.64% -13.56%
Pre-BBA Medicare costs for the four services simulated 101.98 105.10 108.53
Post-BBA Medicare costs for the four services simuiated 100.97 103.91 107.16
Percent Impact of BBA on Medicare costs for the four services simuiated -0.99% -1.13% -1.26%

2. Calculate the rate of change to payments and costs frorﬁ the Medicare PPS12 payment microsimulations of the four types of service.

Rilts o Change in Simulated Payments and Coats (TOm-RPS 12); Zaue e s it v 71| 10981 1999|1990 80 2000] 2000.t5/200%: - 2001 16 20027
Pre-BBA Medicare payments for the four services simulated ' 4.5% 2.8% 2.9% 2.9%
Post-BBA Medicare payments for the four services simulated 1.1% 0.4% 1.0% 1.8%
Pre-BBA Medicare costs for the four services simulated 3.6% 2.9% 3.1% 3.3%
Post-BBA Medicare costs for the four services simuiated 3.5% 2.8% 2.9% 3.1%

3. Use AHA data from 1995 to 1997 to calculate Medicare payment and costs rates of change. Payments increased at an annual rate of 5.1 percent and costs at
annual rate of 2.9 percent from 1995 to 1997.

4. Apply avefage 19895 to 1997 AHA Medicare payment and cost rates of change to 1997 AHA Medicare payments and costs to estimate 1998 Medicare payments and
costs.

5. Apply simulated payment and cost rates of change from Medicare PPS12 analysis to 1998 Medicare payments and costs estimated from AHA data to project AHA
payments and costs: (1) pre-BBA; and (2) post-BBA. This methaodology assumes that payments and costs for services not moedeled in the Medicare cost report
simulations will experience the same aggregate rates of change as the four simulated services.

997:! y 99956 2000

42001 23t 2002880

SRR NS £ : ! 5N el f E z

Pre-BBA Medicare Payments $108.94 $114.89 $120.35 $126.50 $132.21 $135.94 $139.82 $143.9
Post-BBA Medicare Payments 119.08 120.43 120.93 122.15 124.39
Pre-BBA Medicare Costs 109.89 112.34 116.26 119.59 123.95 127.59 131.48 135.78
Post-BBA Medicare Costs 118.72 | - 122.89 126.32 130.00 134.07

6. Total Medicare Margins, actual and projected, from 1995 to 2002.

Actual

B R Mar 1057, . ~ - T
-0.9% 22% '
Post-BBA Projections . 0.3% -2.0% -4.5% £.4% -7.8%

Section IV
The Lewin Group Page 2 of 3 Market Basket Analysis



Proportion of Revenues and Costs Attributed to Each Type of Service

Inpatnent P PS
Outpatient
Home Health
TEFRA

75.06%

Total

Inpatlent PPS
Outpatient
Home Health
TEFRA

Total

Inpatnent PPS
Outpatient
Home Health

TEFRA

Total

100 00%

75. 91%

"74.76%)

74 58%

100.00%

70.71%

13.24%| 13.63% 13.56%
4.22% 4.28% 4.55%
7.48% 7.33% 7.31%
100.00%] 100.00%
T AT M R
75.61% 75.51%
12.96%] 13.05% 12.90%
3.75% 3.90% 3.84%
7.37% 7.45% 7.75%
_100. 00% 100.00%
51&__'?&1 T %“." @F};::i%.
70.19% 70.38% 70.24%
16.57%| 16.37% 16.23%
4.93% 5.04% 5.36%
8.31% 8.21% 8.17%
100.00%

100.00%] 100.00%

The Lewin Group

Inpatlent P_PS 70.99% 71.04%

Outpatient 16.69%| 16.51% 16.42%

Home Health 4.23% 4.22% 4.28%

TEFRA 8.37% 8.28% 8.26% :

Total 100.00%| 100.00% 100.00%| 100.00%
Page 3 of 3
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Section V: Data Tables by Hospital Category with Costs Increasing at Market Basket

: 1998 7 2001 g § Year Total  § Year Total
Pre-BBA Post-BBA  Payment | Pre-BBA  Post-BBA Payment s Impact Percent
Pay Pay t Impa X . Pay Pay Impact et} to Payments Img
Total 132,206 120,429 (11,778) 139,817 122,151 (71,389) -10.5%
Rural 20,820 19,118 (1,703) 22,060 19,412 (10,730) -10.0%
Urban 111,386 101,311 (10,075) 117,757 102,740 (60,659) -10.6%
Non-Teaching 63,914 58,131 (5,783) 67,645 59,284 (34,381) -10.5%
Teaching 68,293 62,298 (5,995) 12,173 62,867 (37,008) -10.6%
Not-for-Profit 97,105 88,567 (8,538) 71 102,585 89,725 (51,947) -10.4%
For Profit 17,805 16,174 (1,731) e ) 19,022 16,576 (10,111) -11.0%
Public 17,197 15,688 (1,509) i i ; 1; 18,200 15,851 (9,332) -10.6%
New England 7,730 6,994 (736)} 57,9854 ; R ok ) 8,191 7.093 (4,376) -11.0%
Middle Atlantic 22,668 20,780 (1,889) 1.23.299 { i7:(2,590)] 23,930 20,872 (12,305) -10.6%
South Atlantic 22,756 20,729 (2,027) 5523, 120,84 14(2570) 24,107 21,056 (12,398) -10.6%
East North Central 22,885 20,782 (2,113) 2% % 34 24204 21,130 (12,379) -10.6%
East South Central }; 10,044 9,202 i 3 2 0) 10,649 9,392 (5.087) -9.9%
West North Central 10,553 9,751 (802) T w3 ( 11,197 9918 (5,116) -9.4%
West South Central ! 14,170 12,831 (1,339) ] 4) 15,015 13,022 (8,030) -11.0%
Mountain 5,781 5,264 (518) % o ) 1(638) 6,110 5,360 (3.055) -10.3%
Pacific 15,610 14,097 (1513 P 16,415 14,308 (8,634) -10.8%
Non-DSH 51,068 46,489 (4,579) [0 52,663V Atk 148 817, 746 54,121 47,367 (27,672) -10.6%
DSH 64,797 58,838 (5,959) ea,sas & { 340 68,435 59,433 (36,034) -10.8%
Unknown 16,342 15,102 (1.240) iAB,TE T8N ¢ 17,262 15,351 (7.683) 9.1%
Less than 50 Beds 4,638 4,208 & 4,926 4241 (2,746) -11.5%
50 to 99 Beds 9,909 9,061 s 2 4 10,503 9,242 (5.154) -10.1%
100 to 199 Beds 24925 22 666 (2,258) |5 ¥ns % e A 26,374 23,063 {13,499) -10.5%
200 to 499 Beds 60,290 54,885 (5,405) jet DE: { LA 63,727 55,818 (32,179) -10.4%
500 Beds or More - 32,445 29,608 ; 34,287 29,786 (17,811) -10.7%
* Total Medicare payments based on projections of AHA Annual Survey Data.
Notes:
1) Aggregation by category may not equal the total due to rounding.

LEroih ! 2) Unknown in the DSH/ Non-DSH gory rep its hospitals where DSH status cannot be determined and where
Total 0.31% -2.04% -4.46% -6.43% -7.79% ’ data between the AHA annual survey and Medicare cost reports cannot ba linked.
Rural -3.95% 4.91% 1.21% -9.20% -10.42% 3) Unknown in the O Ip category rep. ts hosptials without an ownership/ control status in the Medicare cost
Urban 1.08% -1.50% -3.94% -5.90% -7.29% report data.
Non-Teaching -0.54% -2.65% -4.62% -6.34% -7.56%
Teaching 1.09% -1.48% —4.30% -6.51% -8.00%
Not-for-Profit -1.82% -4.14% -6.68% -8.68% -10.09%
For Profit 12.73% 10.13% 8.56% 6.84% 5.75%
Public 0.04% -2.71% -5.46% -7.54% -8.98%
New England -1.05% -4.30% -7.16% -8.94% -10.30%
Middie Atlantic -1.43% -2.44% 571% -7.93% 9.35%
South Atlantic 5.85% 3.53% 1.33% 0.61% -1.91%
East North Central ~4.00% -7.08% -9.45% -11.43% -12.88%
East South Central 7.63% 6.05% 4.17% 250% 1.29%
West North Central -5.45% 6.51% -9.07% -11.05% -12.41%
West South Centrat 0.47% -2.56% -4.81% -7.13% -8.51%
Mountain 2.38% -0.48% -2.42% 4.21% -5.50%
Pacific 0.53% -3.39% 5.31% -7.02% -8.35%
Non-DSH -3.18% -4.91% -713% -8.02% -10.33%
DSH 2.86% -0.05% -2.65% -4.74% 6.19%
Unknown 0.94% 0.98% -3.21% -4.84% 6.11%
Less than 50 Beds -7.08% -9.76% -12.70% -15.05% -16.29%
50 to 99 Beds -1.50% -2.66% 4.70% -6.49% -7.54%
100 to 199 Beds 0.93% -1.33% -3.48% -5.38% -6.64%
200 to 499 Beds 0.75% -1.76% -3.99% -5.79% -7.19%
500 Beds or More 0.61% -1.82% -4.84% -7.18% -8.67%

The Lewin Group Page 1 of5 Section V



Comparison of Medicare Payments to Hospitals for Inpatient PPS Services (in millions)
998 K

1899 4 2001 § Year Total 8 Year Total

Pre-BBA  Post-BBA  Payment . Pre-BBA  Post-BBA Impact on Percent

Payment Payment Impact Payment Payment Payments Impact
Total 83,901 77,289 _(8.,611) : . - 3,625)! 88,512 78,296 {40,720) -9.5%
Rural 12,096 11,380 Z 4 12,768 11,588 (4,720) -7.6%
Urban 71,805 65,909 75,744 66,709 (35,999) -9.8%
Non-Teaching 38,252 356,356 40,334 38,051 (17,431) -8.9%
Teaching 45 649 41,934 48179 42246 (23,288) -9.9%
Not-for-Profit 61,774 56,903 65,181 57,634 (30,096) 95%
For Profit 9,161 8,451 9,632 8,585 (4,220) -9.0%
Public 11,033 110,170 11,660 10,282 (5,390) -9.5%
Unk 1,933 1,768 2,039 “ 1,784 (1,013) -10.4%
New Engtand 4,845 . 4,395 S1\27 4,443 {2,680) -10.8%
Middie Atlantic 15,129 13,992 15,948 14,094 (7,448) -9.6%
South Atlantic 14,835 13,718 15,641 13,937 (6,900) 9.1%
Eaet North Centraj 15,066 13,796 15915 13,965 (7.650) 9.9%
East South Central ! 6,070 5,651 6,400 5,747 (2,603) -8.4%
West North Central 5,690 5,344 6,004 5418 (2,308) -1.9%
West South Central 8,466 7,762 8810 7,854 (4,212) 9.7%
Mountain 3,311 3,048 3,485 3,102 (1.579) 9.3%
Padific 10,489 9,585 11,074 8,739 __(5337) -9.9%
Non-DSH 33,835 31,251 35,700 31,782 (15,900) -8.2%
DSH 46,967 43,174 49,540 43,626 (23,304) -0.7%
Unknown 3,009 2,864 3272 2,888 (1,516) -9.5%
Less than 50 Beds 1,219 1,152 1,290 1,174 (454) -7.2%
50 to 89 Beds i 4,078 3,816 4,306 3,884 (1,670) -8.0%
100 to 199 Beds 12,928 11,964 13618 12,167 (5,829) -8.8%
200 to 499 Beds 41,229 37,890 43516 38,488 (20,214) -8.68%
500 Beds or More 24,447 22,466 25783 . 22583 (12,552) -10.0%
Post-BBA Medicare Margins for Inpatient PPS Services Notes:

2000 1) Aggregation by category may not equal the total due to rounding.
2) Unknown in the DSH/ Non-DSH category represents hospltals where DSH status cannot be determined and where
: ) : data between the AHA annual survey and Medicare cost reports cannot be linked.

Total 12.57% 9.78% 7.54% 5.71% . 3) Unknown in the Ownership categoty represents hosptials without an ownership/ control status In the Medicare cost
Rural 11.01% 9.66% 781% 8.14% . report data.
Urban 12.83% 9.81% 7.50% 5.64%
Non-Teaching 9.69% 6.98% 5.09% 3.60%
T g 14.97% 12.15% 9.62% 7.52%
Not-for-Profit 11.82% 9.18% 8.91% 5.07%
For Profit 15.83% 12.13% 10.18% 8.54%
Public 14.88% 11.76% 9.45% 7.58%
Unknown- 6.58% 6.63% 4.25% 2.24%
New England 12.30% 8.41% 5.88% 3.97%
Middle Atlartic 12.58% 11.58% 9.14% 7.00%
South Atlantic 11.76% 9.20% 7.08% 5.48%
East North Central 9.64% 6.02% 3.57% 161%
East South Central 13.56% 11.61% 9.60% 8.05%
West North Central 8.21% 7.87% 5.62% 3.74%
West South Central 13.45% 9.63% 7.42% 541%
Mountain 15.97% 12.53% 10.53% 8.96%
Pacific 17.41% 13.30% 11.34% 9.83%
Non-DSH 7.89% 5.70% 3.59% 1.88%
DSH 15.98% 1281% 10.50% 8.61% 7.142%
Unknown 1.41% 8.80% 6.27% 4.19% - 2.64%
Less than 50 Beds 15.14% 11.39% 8.60% 7.81% 6.38%
50 to 99 Beds 9.28% 7.48% 5.52% 3.61% 2.09%
100 to 189 Beds 11.00% 8.10% 6.10% 4.39% 2.93%
200 to 499 Beds 11.43% 8.51% 6.35% 4.68% 321%
500 Beds or More 15.72% 13.13% 10.58% 8.44% 6.97%

The Lewin Group : Page 20f5 - W



.

Section V: Data Tables by Hospital Category with Costs Ir

ing at Market Basket

The | Group

Page 3 of 5

1999 2001 & Year Total 6 Year Yotal
Pre-BBA  PostBBA Post-BBA  Payment mpact on Percent
Pay P nt Payment I ct Payments impact

Total 15,299 13,338 13,371 (2,718) (11,249 -14.4%
Rural 3,067 2,659 2,641 (585)}; (2.408) -15.4%
Usban 12232 10,680 10,730 {2,134)! (8,838) -142%
Non-Teaching 8,100 7,010 7,059 (1,460) {6,115) -14.8%
Teaching 7,199 6,328 6312 __(1,259) (5,128) -14.0%
|Not-for-Profit 10,801 9,401 9,426 (1,933) (8.030) -14.6%
For Profit 1,592 1,363 1,398 @m (1,193) -14.7%
Public 2,420 2147 2,132 (412) (1.644) -13.4%
Unknown 488 428 418 (96) {376) -15.2%
New England 1,012 894 864 (180) (725) -141%
|Middie Attentic 2,388 2,108 2,005 {506) (1,853) -16.1%
South Atlantic 2,610 2,270 221 (474) {1,960) -14.8%
East North Central 3,150 2,736 2,796 (516) (2,215) -13.8%
East South Central 985 828 842 (173) 737) -15.0%
West North Central 1,274 1,118 1,117 (222) 7 -14.2%
West South Central 1,614 1,440 1,452 (246) (996) ~12.1%
Mountain 637 556 568 (101) (431) -13.3%
Pacific 1,650 1,391 1,435 (300) {1,310) -15.6%
Non-DSH i 7,096 6,189 6,227 (1,235) (5.,154) -14.3%
DSH ¥ 7,568 6,544 6,534 (1.425) (5.894) -15.3%
Unknown { 635 606 610 (58) (196) -6.1%
Less than 50 Beds 484 431 417 (103) (408) -16.2%
50 to 99 Beds 1,248 1,081 1,069 (241) (984) -15.5%
100 to 199 Beds 2,970 2,548 2,550 (573) (2,400) -15.9%
200 fo 499 Beds 7,081 6,171 6,263 {1,163) (4,889) -13.6%
uo Beds or More 3527 3,108 3,071 (638) (2,562) -14.3%

Notes:

1) Aggregation by category may nol equal the total due to rounding.

2) Unknown in the DSH/ Non-DSH category ts hospitals where DSH status cannot be determined and where

i data between the AHA annual survey and Medlmm cost repons cannot be linked.

Total -20.92% -21.61% -26.34% -27.58% -28.84% 3) Unknown in the Ownership gory represents hosptials without an ownership/ control status in the Medicare cost
Rural -21.13% -21.68% -27.57% -28.83% -30.09% report data.
Urban -20.87% -21.60% -26.04% -27.28% -28.53%
Non-Teaching -20.35% -21.08% -25.22% -26.46% -27.70%
Teaching -21.57% -22.21% -27.59% -28.85% -30.12%
| Not-for-Profit -19.87% -20.41% -25.07% ~26.30% -27.54%
For Profit -21.63% -23.00% 24.92% -26.15% -27.39%
Public -25.24% -26.11% -32.23% -33.53% -34.84%
Unknown -20.24% -21.01% -29.76% -31.04% -32.33%
New England -17.41% -17.66% -2391% -25.12% -26.35%
Middle Atlantic -20.79% -21.19% -32.68% -33.09% -35.30%
South Atlantic -18.38% -19.04% -23.91% -25.13% -26.36%
East North Central -19.89% -20.33% -22.61% -23.81% -25.03%
East South Central -18.35% -20.42% -23.28% -24.49% -25.71%
West North Central -18.43% -18.64% -24.45% -25.68% -26.91%
West South Central 30.27% -31.04% -35.38% -36.72% -38.08%
|Mountain -20.47% -21.17% -23.33% -24.54% -25.77T%
jPacific -22.18% -24.25% -25.43% -26.67% -27.91%
Nor-DSH -19.84% -20.27% -24.47% -25.70% -28.93%
DSH -20.16% -21.10% +26.30% -27.54% -28.80%
Unknown -40.26% -40.97% -45.90% 47.33% -48.768%
Less than 50 Beds -22.18% -22.73% -31.93% -33.23% -34.53%
50 to 99 Beds -22.88% -23.60% -30.08% -31.36% -32.65%
100 to 199 Beds -22.49% -23.32% -28.31% -29.58% -30.85%
200 to 499 Beds -19.62% -20.31% -23.46% -2468% -25.90%
[500 Beds or More -21.38% -21.96% -28.51% -29.78% -31.05%
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Section V: Data Tables by Hospital Category with Costs Ir ing at Market Basket

Comparison of Medicare Payments to Hospitals for Home Health Services (in millions)

1999 2001 § Year Total 8 Year Total
Pre-BBA Post-BBA Payment Pre-BBA Post-BBA Payment Impact on Percent
Payment Pay t tmpact Payment Payment Impact Payments impact
Total 4,802 3,984 (819 5,403 3,882 (5.527) -21.6%
Rural 1,339 1,110 (228 1,496 1,107 (1.519) -21.4%
Urban 3,463 2874 (588):; 3907 2,875 (4,008) 21.7%
Non-Teaching 0C ot 3,189 2615 (574)] 3504 2,608 (3,854) 27%
Teaching (226) 1613 1,369 (244 1,809 1,376 (1,672) -19.5%
Not-for-Profit ; 3117 2,657 (460) 12 3,443 2,631 (3,135) ~19.1%
For Profit 873 . 6585 @17 1,059 692 (1,458) -30.0%
Public 660 545 (115; 735 533 (775) -22.2%
Unknown 153 127 (26)] ] 29) 165 128 (158) -10.9%
New England 166 136 (30) ; 194 149 (185) -20.6%
Middie Atiantic 593 512 (82 €561 516 (555) ~17.7%
South Atlantic 1,106 - 884 (221 1,272 884 (1,502) -25.2%
East North Central 851 562 (89) 721 568 (598) -17.4%
East South Central 558 487 o1 638 488 (600) -20.0%
West North Central 383 324 (58 454 352 (400) -18.0%
West South Central 77 560 (157) 840 554 (1.087) -28.1%
Mountain 225 188 n 246 182 (251) -21.3%
Pacific 403 349 (54 377 292 (339) -17.4%
Non-DSH 2,428 1,995 (433 2,798 2,039 (2,957) -22.6%
DSH 2,235 1,869 (366) 2,453 1,827 (2,438) -20.8%
Unknown 139 119 {20) 150 116 (132) -18.3%
Less than 50 Beds 244 192 (52, 21 185 (336) -26.1%
50 to 99 Beds 546 451 (95; 613 451 (628) 21.7%
100 to 199 Beds 1,047 867 {180, 1,185 :74) {1.240) 2.1%
200 to 499 Beds 2,015 1,664 (352); 2,242 1,655 {2.327) -21.8%
500 Beds or More 850 810 (141): 1,081 819 {098) -19.6%
Post-BBA Medicare Margins for Hospital-Based Home Health Services Notes:
¢ 1) Aggregation by category may not equal the total due to rounding.
2} Unknown in the DSH/ Non-DSH category represents hospitals where DSH status cannot be determined and where
N data between the AHA annual survey and Medicare cost reports cannot be linked.
Total . 3) Unknown In the Ov hip category represents hosptials without an ownership/ controt status in the Medicare cost
Rural -4.71% -3.60% -3.52% -10.48% -10.00% report data.
* [Urban -8.21% 4.24% -4.19% -12.09% -11.88%
Non-Teaching -5.83% -4.32% -4.28% -12.27% 12.11%
Teaching -5.71% -3.56% -3.48% -10.47% -9.85%
Not-for-Proft -4.75% 291% -2.84% -9.65% -8.26%
For Profit -11.41% -8.88% -8.78% -19.19% -18.17%
Public -4.83% -4.22% -4.22% -12.84% -12.62%
Unknown 4.12% -2.58% -1.68% 6.73% -4.97%)
New England -3.70% -3.03% -2.59% -4.92% -4.34%
Middle Atlantic -3.36% -2.06% -1.92% -8.01% -7.29%|
South Attantic -9.19% -£6.95% -8.85% -18.07% -18.10%
East North Central -291% -1.32% -1.19% £6.28% -5.66%
East South Central -3.86% 2.77% -2.68% -7.80% 1.77%
West North Central -3.90% -2.53% -2.26% 8.60% -5.58%
West South Central B8.27% -7.30% -7.94% -19.94% -20.76%
Mountain -7.29% -3.73% -3.36% -10.90% -10.13%
Pacific -5.89% -2.67% -2.14% -9.49% -8.31%
Non-DSH -5.75% -4.02% -3.97% -11.60% -11.25%
DSH -5.8t% -4.14% -4.10% -11.83% -11.65%
Unknown -6.14% -3.58% 3.21% -9.49% -8.82%
Less than 50 Beds -6.26% -6.68% -7.04% -16.38% -16.75%|
150 to 99 Beds -4.19% 3.77% -3.80% -10.82% -10.42%
100 to 199 Beds 5.51% -3.83% 3.63% -12.30% -11.90%
200 to 499 Beds -8.60% -4.52% -4.43% -11.52% -11.32%
S00 Beds or More -5.20% -2.92% -2.96% -10.51% -10.19%
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1998 2001 6 Year Total & Year Total
Pre-8BA  Post-BBA Pre-BBA  Post-BBA tmpact on Percent
Pa Payment Pay t P t Payment: Impact
Total 8,223 .__7616 8,682 8,040 (3,110) -7.3%
Rural 1,233 1,137 1,302 1,200 (496) -7.8%
Urban 6,990 6,479 7,379 6,840 (2,614) -7.3%
Non-Teaching 4,736 4,386 5,000 4,630 (1,796) -7.4%
Teaching 3,487 3,230 3,681 3,410 (1,313 -7.3%
Not-for-Profit 4,305 3,998 4,545 4221 (1,572) 71%
For Profit 1,894 1,744 2,000 ©o1,842 (770) -7.8%
Public 882 817 931 862 (335) -7.4%
Unknown 1,141 1,057 1,205 1,118 {433) -7.4%
New England 683 644 ™ 680 (200) 5.7%
Middle Atlantic 1,535 1,400 1,621 1,478 (690) 8.7%
South Atiantic 1,224 1,147 1,282 1,211 (396) -6.3%
East North Central 1,435 - 1,337 1515 1,412 (497) 6.7%
East South Central 460 432 485 456 (140) -5.9%
West North Central 473 442 500 467 (158) -6.5%
West South Central 1,290 1,186 1,362 1,252 (535) 8.1%
Mountain 304 284 kr3l 300 (101) -6.4%
Padific 819 743 865 784 (392) -9.3%
Non-DSH 4,043 3,775 4,269 3,986 (1,372) £.6%
DSH 3,181 2,923 3,359 3,086 (1,323) -8.1%
Unknown 998 C . 918 1,054 969 (415) B8.1%
Less than 50 Beds 301 273 317 289 (140) -8.0%
50 to 89 Beds 1,600 1,481 1,689 1,564 (608) -7.4%
100 to 199 Beds 1,768 - 1,636 1,867 1727 (675) -7.4%
200 to 499 Beds 2,948 2,748 3,112 2,901 (1,021) -8.7%
|500 Beds or More 1,607 1,477 1,696 1,559 (667) 8.1%
Notes:
1) Aggregation by category may not equal the total due to rounding.
2) Unknown in the DSH/ Non-DSH category represents hospitals where DSH status cannot be determined and where
“ Margl irgin: iargii data between the AHA annual survey and Medicare cost reports cannot be linked.
Total -8.54% £6.768% 8.76% £.76% -8.76%, 3) Unknown in the Ownership category represents hosptials without an ownership/ control etatus in the Medicare cost
Rura! -7.67% -7.86% -7.88% -7.86% . -7.86% report data.
Urban -6.34% £.57% 6.57% -6.57% 6.57%
Non-Teaching -5.73% 591% 591% 591% -5.91%
Teaching -7.63% -7.91% -7.92% -7.92% -7.92%
Not-for-Profit -6.26% £.51% -6.52% -6.52% -6.52%
For Profit -2.88% -3.04% -3.04% -3.04% -3.04%
Public -17.73% -18.04% -18.05% -18.05% -18.05%
Unknown -4.97% -5.11% S5.11% -5.11% -5.11%
New England -8.96% -9.18% -9.19% -8.19% -9.19%
|Middie Atiantic -8.34% -8.64% -8.65% -8.65% -8.65%
South Atlantic -5.21% -5.40% -5.40% -5.40% -5.40%
East North Central -6.10% -6.37% £.38% -6.38% -6.38%
East South Central -3.83% -3.88% -3.99% -3.99% -3.99%
West North Central -7.90% 8.12% 8.12% 8.12% -8.12%
West South Central -5.05% -5.21% 5.22% -5.22% -5.22%
Mountaln -3.80% -3.85% -3.96% -3.96% -3.96%
Pacific -8.07% -8.24% -8.25% -8.25% -8.26%
Non-DSH -4.01% -4.24% -4.25% -4.25% -4.25%
DSH -7.84% -8.06% -8.07% -8.07% -8.07%
Unknown -12.78% -12.95% -12.96% -12.96% -12.96%
Less than 50 Beds -7.55% -1.73% -7.74% -7.74% -7.74%
50 to 89 Beds -3.40% -3.56% -3.57% -3.57% -3.57%
100 to 199 Beds -5.36% -5.57% -5.57% -5.57% -5.57%
200 to 499 Beds -8.96% -7.19% -7.20% -7.20% -7.20%
500 Beds or More -10.00% -10.29% -10.30% -10.30% -10.30%
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Methodologies for the Four Types of Service Simulated in the Study

O ™Lewin Group



INPATIENT OPERATING PAYMENTS AND COSTS: METHODOLOGY AND
ASSUMPTIONS '

. OVERVIEW

This study analyzes the financial impact of the 1997 Balanced Budget Act (BBA) on hospital
inpatient operating payments from 1998 to 2002. The analysis:

e Simulates inpatient operating payments assuming the BBA was not in effect (“pre-BBA”
scenario); and

e Simulates inpatient operating payments and margins assuming the BBA is in effect (“post-
BBA” scenario).

We then simulated operating payments, costs, and margins pre-BBA and post-BBA for five
years, from 1998 to 2002. We relied on the PPS hospital market basket reported in the Federal
Register when projecting payments and costs; the market basket rates of change are presented
below:

e 1997:2.1 percent;

e 1998:2.7 percent;

o 1999:2.4 percent;

e 2000: 2.5 percent;

e 2001: 2.6 percent; and
| e 2002: 2.8 percent.

In these simulations we did not model any changes in hospital behavior, the number of Medicare
inpatient discharges, or patient case mix beyond FY99.

Il. COST PER CASE PROJECTIONS

The Hospital Cost Report Information System (HCRIS) Minimum Data Set for PPS12 (FY95)
provided Medicare cost per case data. We assumed that cost per case decreased by 0.46 percent
in 1996, decreased by 0.6 percent in 1997, remained constant from 1997 to 1998, and then
increased at the market basket rate minus one percentage point each year from 1999 to 2002. The
Medicare Payment Assessment Commission (MedPAC) provided the cost inflation data for 1996
to 1998. In addition, in its March, 1998 Report to Congress, MedPAC assumed that cost per
case would increase at the market basket less one percentage point. We also performed a
sensitivity analysis with the assumption that inpatient operating cost per case would increase at
the market basket rate from 1999 to 2002.
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We assumed costs remained the same pre-BBA and post-BBA.

lll. PRE-BBA PAYMENT PER CASE

For the pre-BBA simulations, we projected payments to be equal to the rates specified in the
FY97 payment rule from 1998 to 2002, except for the payment update. For 1997, we modeled
the payment update to be the market basket minus one-half a percentage point, and from 1998 to
2002, we assumed the payment update factor to be the full market basket. This is consistent with
Medicare statute prior to the enactment of the BBA.

We used other PPS payment variables as they were reported in the HCFA’s FY97 Impact File.
Finally, discharges and case mix variables reflect the pre-transfer payment policy scenario (see
BBA transfer provisions in the post-BBA payment per case simulations below).

IV. POST-BBA PAYMENT PER CASE

Under the BBA, the payment update is frozen in 1998 and then increases at the market basket
less 1.9 percentage points in 1999, market basket less 1.8 percentage points in 2000, and market
basket less 1.1 percentage points in both 2001 and 2002.

Other BBA provisions that were simulated included the following:

o The Medicare Dependent Hospital payment rule for 1998 to 2000, which was similar to the
1993 payment formula;

o Transfers — if a patient’s diagnosis belongs in one of 10 DRGs (numbers 14, 113, 209, 210,
211, 236, 263, 264, 429, and 483) and is discharged from a PPS hospital to another Medicare
recognized care setting (e.g., a PPS exempt hospital, home health agency, or SNF) before the
geometric mean length of stay for the DRG is reached, that discharge is treated as a transfer.
The hospital that discharges a transfer case is paid on a per diem basis up to the full PPS
payment amount for that DRG. HCFA provided the AHA with a file that the AHA provided
to us that included a case mix index and number of discharges for each PPS hospital before
and after the transfer policy is enacted.! We used the pre-transfer case mix and discharge data
to estimate payments pre-BBA and the post-transfer case mix and discharge data to estimate
post-BBA payments; _

¢ Sole Community Hospital payments (which were similar to pre-BBA payments);

e Puerto Rico: the national percentage in the payment blend for PPS hospitals increases from
25 to 50 percent;

! Under the transfer policy, a transfer case is considered to be a single discharge across all care settings. Pro-rated
discharge shares of each transfer case are then assigned to each care setting. This reduces the total number of
discharges at each PPS hospital. Under the transfer policy, each PPS hospitals’ case mix index also changes
slightly, because transfer cases are weighted as less than a full discharge in the case mix calculations.
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e Temporary Relief Provision — this was simulated for 1998 and 1999. These are special
payments for hospitals that are not Medicare-dependent hospitals, do not receive indirect
medical education payments (IME) or disproportionate share hospital payments (DSH), are
located in states where these types of hospitals had negative margins in 1995, and that these
hospitals are projected to have negative margins in 1998 and 1999. There were 17 states that
HCFA identified. The payment updates for these hospitals were increased by 0.5 percent in
1998, and 0.8 percent (as opposed to 0.5 percent) in 1999; and

¢ IME and DSH payment factors were reduced as specified by the BBA.

We selected PPS payment variables from the FY98 Impact File for FY98, and from the FY99
Impact File for 1999 to 2002.

V. INPATIENT CAPITAL METHODOLOGY

This note summarizes the methodology used in simulating the financial impact of the 1997
Balanced Budget Act (BBA) on hospital inpatient capital payments during 1998 to 2002. The
impact study comprises:

(1) comparing payments under the BBA to the baseline payments (i.e., payments that would
have been had the BBA not been in place); and

2) conzparmg BBA margins i_o the baseline margins.

This requires that we simulate three items: (1) capital cost per case for each year from 1998 to
2002, (2) baseline (pre-BBA) capital payment per case, and (3) BBA capital payment per case.

This study does not simulate hospital behavioral changes, annual changes in Medicare
discharges, and case mix changes beyond FY 1999.

A. Cost Per Case Projection

Since payments for capital (specifically under the hold harmless provision) depend on costs
(which have to be broken down into old and new capital), the first step is to forecast old and new
capital costs to 2002. .

Data on costs are provided by the HCRIS Cost Report for PPS12. PPS12 provides data on total
capital cost for 4,806 hospitals, and on new capital and old capital costs for about 3,000
hospitals. Missing data for new capital costs are imputed using regression analyses on state
‘binaries, urban/rural, teaching status, DSH status, and bed size. Then old capital costs are
constrained by total capital costs and the imputed new capital costs.

New capital and old capital costs from PPS12 are then forecasted based partly (fifty percent) on
the predicted annual rates of change derived from the Provider Specific Files 1997, 1998, and
1999 (these changes are called hospital specific rates of change) and the expected national rate of
change (the other fifty percent).
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The hospital specific predicted annual rates of change of both new and old capital are computed
using regression equations that include state, urban/rural, teaching status, DSH status, and bed
size as explanatory variables.

The National Rate of Change of Capital Costs for PPS Hospitals

Year 1997 1998 1999 2000 2001 2002
Change (%) 446 45 5.0* 5.0* 5.0* 5.0*
Sources: 1997-1998 from Federal Register 08/29/1997 p. 46129

* 1999-2002 are estimates (trended forward from 1997-1998).

B. Payment Per Case Under the Baseline

The baseline scenario is simulated by projecting the payment rule applied in FY 1997 (the year
before the BBA) forward to 2002. Under the baseline scenario, the update was the full market
basket.

Exception payments are put back into the sysfem by readjusting the standardized amount and the
hospital specific amounts by the exception payment budget neutrality factor for 1997.

To be consistent with the operating side, the payment variables are taken from HCFA’s Impact
File FY 1997 and the Provider Specific File 1997. In addition, for 1999 to 2002, discharges and
case mix variables reflect the pre-transfer payment policy scenario.

C. Payment Per Case Under the BBA

The BBA scenario is simulated by applying the BBA payment rules for each year from FY 1998
to 2002.

Exception payments are put back into the system by readjusting the standardized amount and the
hospital specific amounts by the exception payment budget neutrality factor. For FY1998, we
used the exception payment budget neutrality factor for 1998 and the standardized amounts for
1998. For FY1999 to 2002, we used the exception payment budget neutrality factor for 1999
and the standardized amounts for 1999.

For FY 1998, we used the payment variables from the Impact File 1998 and the Provider
Specific File 1998. For FY 1999 to 2002, we used the payment variables from the Impact File
and the Provider Specific File 1999. Discharges and case mix variables, however, reflect the
post-transfer payment policy scenario.
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OUTPATIENT PAYMENTS AND COSTS: METHODOLOGY AND ASSUMPTIONS

OVERVIEW

The 1997 Balanced Budget Act (BBA) changed hospital outpatient payments in four ways:

Elimination of formula driven overpayment (FDO) — ambulatory surgery, radiology, and
other diagnostic are reimbursed using payment blend formulas. Prior to the BBA, these
formulas assumed part of the beneficiary copayments were equal to 20 percent of the
ambulatory surgical center (ASC) rate or 20 percent of the physician fee schedule amount
instead of actual beneficiary copayments, which were equal to 20 percent of billed charges.
The BBA eliminates FDO by using actual beneficiary copayments in the payment blend
calculations starting in FY98;

Establishment of a prospective payment system for outpatient services (OPPS) - the
proposed OPPS establishes new payments for a large portion of outpatient hospital services;

Extension of hospital outpatient and operating cost reductions — the BBA extends through
December 31, 1999, operating cost reductions of 5.8 percent and capital cost reductions of
10.0 percent that were scheduled to expire at the end of FY98; and

Reductions in the payments for enrollee-bad debt for hospitals. The provisions in the BBA
reduce the amount of bad debt treated as allowable costs by 25 percent for FY98, 40 percent
for FY99, and 45 percent for subsequent fiscal years.

PAYMENT AND COST SIMULATIONS

The outpatient cost and payment simulations relied on three data sources:

The Outpatient Impact File — HCFA has released a file that includes estimates of pre-OPPS
and post-OPPS payments for those services covered under the proposed OPPS for each
hospital. These payments have been FDO-adjusted;

The PPS12 Hospital Cost Report Information System (HCRIS) Minimum Data Set; and

The PPS13 HCRIS.

Our analytic approach consisted of six phases:

We used the PPS13 HCRIS file to estimate outpatient payments adjusted for FDO and for
changes in the treatment of bad debt. With this information, we calculated the percent impact
of eliminating FDO and reducing the payments for bad debt on PPS13 pre-BBA payments
for each hospital. Three percentages were calculated. The first percentage was based on a 25

_ percent reduction in payments for bad debt, which we used to simulate payments for FY98.

The other two percentages were based on a 40 percent and 45 percent reduction in payments
for bad debt and were used to simulate payments for FY99 and FY00 through FY02,
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respectively. Karen Heller of the Greater New York Hospital Association provided us with
the logic required to calculate outpatient costs, pre-BBA payments, and FDO-adjusted
payments using PPS13; '

e We used the Outpatient Impact File to estimate the percent impact of the OPPS on outpatient
payments relative to PPS13 FDO-adjusted payments for each hospital. We linked the
information from the Outpatient Impact File to PPS13 because the Outpatient Impact File is
based on calendar year 1996 and therefore more directly related to payments in PPS13 than
in PPS12;

e We used the PPS13 file to estimate the percent impact of the capital and operating cost
reductions on payments for each hospital. To do this, we estimated payments in PPS13
without the cost reductions and then compared these payments to PPS13 payments with the
cost reductions.

e We then calculated pre-BBA payments and costs using PPS12;

e Merging the combined effects of the BBA provisions (FDO, OPPS, and bad debt) together
and linking them to PPS12 to calculate post-BBA payments—To adjust payments for
provisions in the BBA, we applied the estimated total percent change in payments for each
hospital due to OPPS, the elimination of FDO, and the reduction in payments for bad debt to
pre-BBA payments calculated from PPS12.

The elimination of the cost reductions starting in January 2000, as calied for in the BBA, is
assumed to have no affect on post-BBA payments, because under OPPS payments are no
longer linked to costs. However, we did adjust pre-BBA payments for the elimination of the
cost reductions beginning in FY99, since prior to the BBA the law requiring the cost
reductions was due to expire at the end of FY98.

e Projecting payments and costs forward from 1998 through 2002 — After calculating post-
BBA payments for 1998 as specified in the previous bullet, we trended post-BBA payments
forward at the market basket from 1998 to 2000 and then at the market basket less one
percentage point from 2000 to 2002.

We trended pre-BBA payments based on PPS12 using the PPS market basket for 1998-2002.
In addition, we applied the estimated percent change in payments for each hospital due to the

elimination of the capital and operating cost reductions to pre-BBA payments starting in
FY99.

To check the sensitivity of our estimated hospital outpatient margins to our assumptions
about the growth rate of costs, we performed two cost projections. For the first simulation,
we projected costs at market basket from 1998 to 2002. We then projected costs at market
basket minus one percent and compared the findings from the two simulations.

In certain instances, we needed to make one or more of the following special adjustments to our
calculations:
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Hospitals that were in PPS12 but not in PPS13 or the Qutpatient Impact File — if a hospital
was not in the PPS13 file, we applied the average combined impact of the elimination of
FDO and the reduction in payments for bad debt to a hospital’s PPS12 payments to calculate
post-BBA payments. These average percent impacts were based on our analysis and equaled
7.8 percent for FY98 (based on the elimination of FDO and a 25 percent reduction in
payments for bad debt), 8.3 percent for FY99 (based on the elimination of FDO and a 40
percent reduction in payments for bad debt), and 8.5 percent for FY00 through FY02 (based
on the elimination of FDO and a 45 percent reduction in payments for bad debt). If the
hospital was not in the Outpatient Impact File, we applied the average OPPS impact based on
our analysis (2.6 percent of total outpatient payments) to its PPS12 outpatient payments.

Because the OPPS only affects a subset of outpatient services, payments (FDO adjusted) for
OPPS services pre-OPPS should be less than total (FDO adjusted) outpatient payments.
There were some hospitals where total pre-OPPS payments for OPPS services from the
Outpatient Impact File exceeded FDO-adjusted total outpatient payments from PPS13. For
these hospitals, we scaled down pre-OPPS payments for OPPS services to be 64.7 percent of
total outpatient payments. This reduction is based on the average ratio of payments for OPPS
services pre-OPPS (from the Impact File) to total (FDO adjusted) outpatient payments (from
PPS13). :

For PPS12 it was not possible to calculate total outpatient payments as reported on the cost
report without over-stating these payments because ASC, Radiology, and Diagnostic
payments excluded deductibles and coinsurance while payments for cost-based services
included these payments. In addition, deductibles and coinsurance for all four service types
were grouped under a single PPS12 HCRIS variable and thus were not reported separately.
To avoid double-counting deductibles and coinsurance payments received for cost-based
services, we obtained the payments net of deductibles to total payments ratio for cost-based
services from PPS13 for each hospital. We then reduced total payments for cost-based
services in PPS12 by multiplying the total payments for these services by this ratio. This
method will be accurate when the share of payments for cost-based services accounted for by
deductibles and coinsurance is stable through time for each hospital.

If a hospital was in PPS12 but not in PPS13, we used the overall average ratio of deductibles
and coinsurance payments (38.1 percent) to reduce total payments for cost-based services.

If a hospital was not in PPS13, we could not eliminate the impact of the capital and operating
cost reductions for calculating pre-BBA payments. For these hospitals, we applied the
average percentage increase in payments (7.7 percent) due to the elimination of the cost
reductions to adjust projected pre-BBA payments starting in FY99.
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HOME HEALTH PAYMENTS AND COSTS: METHODOLOGY AND ASSUMPTIONS

This part of the anaysis explores the potential impact of changes in Medicare home health
reimbursement on Home Health Agencies (HHAs). The Balanced Budget Act (BBA) of 1997
included significant changes to the reimbursement methods for Medicare services provided by

' home health agencies. For fiscal years 1998 and 1999, the interim payment system (IPS) reduces

the limits for reimbursement, including the establishment of a new per beneficiary cost limit. The
Act also calls for the implementation of a home health prospective payment system (HHPPS)
beginning in fiscal year 2000. The interim payment system for Medicare home health services
reduces the per-visit cost limits and institutes a per-beneficiary annual limit.

To investigate the Interim Payment System’s (IPS) impact, we compiled a database from a
variety of different HCFA data sources. Cost report data for individual agencies from the 1994
and 1995 Home Health Agency Practical Data Sets was used to obtain Medicare costs and visits.
Trend data from HCFA’s Health Care Information Systems (HCIS) database were used to
develop assumptions for projecting individual Medicare-certified home health agency costs to
1998. Information on provider characteristics was selected from the 1996 Provider of Service
File.

Estimates were made of the impact of the IPS compared to pre-BBA where neither the IPS nor
HHPPS were enacted. Because the structure of the PPS is not yet known, we did not model
HHPPS separately, but rather assumed the trends during the IPS continue under the HHPPS;
however, we did include the 15 percent reduction in payment limits imposed concurrent with
PPS. The estimates are:

e Pre-BBA: the baseline measurement, assumes the IPS was not enacted, and agencies would
not change their practices; and

e Post-BBA: assumes home health agencies would reduce their cost and service intensity and
increase the number of beneficiaries served sufficiently so that the impact on home health
agency revenue matches actuals for 1998 and uses lower growth assumptions than pre-BBA.

The key components of expenditure growth necessary for modeling the impact of the Medicare
IPS reimbursement changes are: (1) the number of beneficiaries using fee-for-service (FFS)
home health; (2) the number of visits per beneficiary using FFS home health; and (3) the average
cost per visit. Individual agency characteristics, including the number of Medicare visits, the
Medicare certification date, ownership, affiliation, and region were included in developing
growth trends for all three components. Trending assumptions from 1997 to 1998 reflect the
agency behavior required to meet 1998 aggregate payments as described above. Aggregate
trending assumptions from 1998 to 2007 appear below.

While individual agencies were trended forward using historical growth rates, the growth
assumptions below were used as a benchmark for growth in the aggregate. This approach
preserves variation across agencies while remaining consistent with our aggregate modeling
assumptions.
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Assumptions used for 1998-2007 Trending

Pre-BBA Post-BBA
Beneficiaries | Visits/ Reimbursment/ | Beneficiaries | Visits/ Reimbursment/
Beneficiary | Visit Beneficiary Visit

1998-1999 | 1.0181 1.02 1.0317 1.0181 1 1.022
1999-2000 | 1.0283 1.02 1.0300 1.0283 1 1.020
2000-2001 | 1.0258 1.02 1.0300 1.0258 1 1.020
2001-2002 | 1.0270 1.02 1.0300 1.0270 1 1.020
2002-2003 | 1.0250 1.02 1.0300 1.0250 1 1.020
2003-2004 | 1.0200 1.02 1.0300 1.0200 1 1.020
2004-2005 | 1.0150 1.02 1.0300 1.0150 1 1.020
2005-2006 | 1.0100 - 1.02 1.0300 1.0100 1 1.020
2006-2007 | 1.0100 1.02 1.0300 1.0100 1 1.020

The modeling sample of 6,728 included agencies that had sufficient information to project cost
and utilization (visits and beneficiaries), and of these there are 2,137 hospital-based home health
agencies included in our simulations. The modeling sample could not include any newly created
agencies between 1995 and 1998 or any agencies in existence in 1996 that did not have a
Medicare cost report in the Practical Data Set.

' PPS-EXEMPT PAYMENTS AND COSTS: METHODOLOGY AND ASSUMPTIONS

. OVERVIEW

This part of the analysis considers the impact of the 1997 Balanced Budget Act (BBA) on PPS-
exempt provider payments from 1998 to 2002. The analysis:

¢ Compares simulated payments assuming the BBA was not in effect (“pre-BBA” payments)
with simulated payments under the BBA (“post-BBA” payments); and

¢ Simulates operating margins under the BBA (post-BBA).

We then simulated operating payments, costs, and margins pre-BBA and post-BBA for five
years, from 1998 to 2002. We relied on the PPS Hospital Market basket reported in the Federal
Register when projecting payments and costs; the market basket rates of change of presented
below:

e 1997: 2.5 percent;

e 1998:2.7 percent;

e 1999: 2.4 percent;

e 2000: 2.7 percent;

e 2001: 2.8 percent; and
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e 2002: 2.9 percent.

In these simulations we did not model any changes in hospital behavior, the number of Medicare
inpatient discharges, or patient case mix beyond FY99.

~ Il. COST PER CASE PROJECTIONS

The PPS-Exempt Cost Report for PPS12 provided our cost data. We then assumed that cost per
case would increase at the market basket less one percentage point from 1998 to 2002. We also
performed a sensitivity analysis with the assumption that cost per case would increase at the full
market basket from 1998 to 2002.

Ill. PRE-BBA PAYMENT PER CASE

We calculated pre-BBA payments by projecting FY97 payment rules forward from 1998 to
2002. The following terms are used in several payment formula calculations below:

e C — cost per case (updated to the current year). PPS-exempt/TEFRA facilities are paid on a
per discharge basis, where payments per case depend in part upon the facility’s cost per case.

o TA - target amount. Each PPS-exempt provider must establish a target amount using three
years of historic cost data. This target amount is then updated each year.

The TA is updatéd each year based on the update adjustment percentage (UA) determined in
FY90:

UA = (C-TA)/TA, and is then multiplied by 100 to express this amount in percentage terms. For
FY94 to FY97, the update factor applicable to each provider’s TA is:?

If UA < 10 percent, the update factor is equal to the market basket less the minimum of one
percentage point and (10-UA) percentage points; and

If UA >= 10 percent, the update factor is equal to the market basket.

For FY98 and beyond, the update factor is the market basket. We need to simulate a 1997 TA
and update this TA to 1998 to simulate pre-BBA payments from 1998 to 2002.

IV. BBA PAYMENT PER CASE

Our simulations of payment per case from 1998 to 2002 under the BBA include the following
steps:

e BBA TA = minimum (pre-BBA 1997 TA, CTA), where CTA is the TA cap set at the 75"
percentile as specified in the BBA;’

2 In theory, the UA percentage is increased each FFY by the sum of the hospital’s applicable reductions applied to
the market basket percentage increase for previous years. Because we do not include this add-on in our pre-BBA
calculations, our pre-BBA payment calculations are conservative.
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e 1998 Payments = minimum(operating costs excluding pass-throughs, BBA TA) + relief
payments + bonus payments + improvement payments; where:

e Relief payments = $0 if BBA TA < C < 1.10¥*BBA TA, or minimum(0.50*(BBA TA —
C), 0.1*BBA TA), if C> 1.10*BBA TA;

¢ Bonus payments = minimum(0.18*(BBA TA - C), 0.02*BBA TA) if BBA TA>C, or
$0, if C>=BBA TA; and

o Improvement payments — a provider is eligible for improvement payments if (1) the
provider has been PPS-exempt for at least three full years; and (2) C < minimum(TA,
trended cost, expected cost); where: trended costs = minimum(C and TA in 1996),
updated to FY98 by the market basket increase for a hospital with its third or subsequent
cost reporting period ending in FY96. For all other hospitals, trended C = C for its third
full cost reporting period increased at a compounded rate until FY98. We did not
consider trended cost in our simulations. Finally, expected C = minimum(C or TA from
the previous year)*(1 + market basket rate of increase). '

The improvement payment then equals minimum(maximum(0, 0.5*(Expected C — C),
0.01*BBA TA);

. _We then calculated Medicare margins = (payments less costs)/payments;
. We updated the percentile cost cap at the market basket;
e We calculated 1999 C from the pre-BBA;
e We computed the 1999 update factor to be:
e 1f1998 C>=1.10*TA, then 1999 update factor = 1999 market basket;

e If BBA TA <1998 C < 1.10*BBA TA, then 1999 update factor = maximum(1999
Market basket — 0.25*%(1.10*BBA TA — 1998 C)/(1998 C), 0);

o If2/3*BBA TA =<1998 C < BBA TA, then 1999 update factor = maximum(0, 1999
market basket — 2.5 percentage points; and

o [f1998 C <2/3*BBA TA, 1999 update factor =0.

e Compute the new TA = minimum(TA from prev1ous year*(1 + update factor), capped
TA);

e Payments for 1999 = minimum (C, TA) + relief + bonus + improvement; where

* The formula below implies that the TA has been frozen at its 1997 level — i.e., the update is zero.
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j o Relief = $0 if TA < C < 1.10*TA, and relief = minimum(0.5*(TA-C), 0.1*TA) if C
>=1.10*TA;

# ¢ Bonus = minimum(0.15*(TA - C), 0.02*TA), if TA > C, or $0 if C >=TA;

¢ Continuous improvement payments are as above.

: * We then continue to iterate these steps each year to calculate payments from 2000-2002.
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