
 
 

MEDICARE EXTENDERS FOR RURAL PROVIDERS 
 
WORK GPCI 1.0 FLOOR FOR RURAL PHYSICIAN PAYMENTS 

The geographic practice component index (GPCI) ÈÚɯÐÛɯÙÌÓÈÛÌÚɯÛÖɯɁ×ÏàÚÐÊÐÈÕɯÞÖÙÒɂɯÐÕɯÛÏÌɯ

Medicare fee schedule is lower in rural areas than in urban areas.  Although rural 

physicians put in as much time, skill, and intensity into their work as physicians in 

urban areas, rural physicians are paid less for their work.  The Medicare Modernization 

Act of 2003 (MMA) increased the work geographic index to a floor of 1.0 for any locality 

with a work index below 1.0.  This provision expires June 30, 2008.   

Relevant law:  MMA Section 412; Tax Relief and Health Care Act of 2006 (TRHCA) 

Section 102; Medicare, Medicaid and SCHIP Extension Act of 2007 (Extension Act) 

Section 103. 

Cost of six month extension: $200 million 

 

INCENTIVE PAYMENT FOR PHYSICIANS IN PHYSICIAN SCARCITY AREAS 

Physicians practicing in underserved physician scarcity areas receive a 5 percent bonus 

payment under the Medicare fee schedule.  Qualifying physicians practice in counties 

ranked in the lowest 20 percent based on their physician to Medicare beneficiary ratio.  

Overall, with one-ÍÐÍÛÏɯÖÍɯÛÏÌɯÕÈÛÐÖÕɀÚɯ×Ö×ÜÓÈÛÐÖÕȮɯÙÜÙÈÓɯÈÙÌÈÚɯÖÕÓàɯÏÈÝÌɯÖÕÌ-tenth of the 

physicians.  These physician scarcity areas are some of the hardest hit in this 

discrepancy and this payment has allowed them to recruit new physicians to treat our 

rural seniors.  This provision expires June 30, 2008.   

Relevant law:   MMA Section 413; Extension Act Section 102. 

Cost of six month extension: $200 million 

 

TWO PERCENT BONUS PAYMENT FOR AMBULANCE TRIPS IN RURAL AREAS 

Rural ambulance providers have found it difficult to keep their doors open due to 

inadequate Medicare payments and inappropriate payment denials by Medicare claims 

processors.  To help alleviate this situation, the MMA increased payments by 2 percent 

for rural ground ambulance services.  This provision expired December 31, 2006. 

Relevant laws:  Balanced Budget Act of 1997 (BBA) Section 4531; Benefits and 

Improvement Protection Act of 2000 (BIPA) Sections 423 and 547; MMA Section 414(d).   

Projected cost of provision : $40 million a year  

 



OUTPATIENT HOLD HARMLESS 

Small rural hospitals (100 beds or fewer) receive Medicare payments so that they are 

held harmless from the effects of the outpatient prospective payment system.  Eligible 

hospitals will receive a partial and declining hold harmless payment until the end of 

CY2008.  In CY 2006, hospitals received 95 percent of any difference between their PPS 

payment and payments under the previous system, 90 percent in CY 2007, and 85 

percent in CY 2008.   

Relevant laws:   Balanced Budget Refinement Act of 1999 (BBRA) Section 202; MMA 

Section 411; Deficit Reduction Act of 2003 (DRA) Section 5105. 

Projected cost of extension for 100% hold harmless through December 31, 2009: $0.3 

billion over five years.   

 

PAYMENT OF REASONABLE LAB COSTS FOR CERTAIN SMALL RURAL HOSPITALS AS PART 

OF OUTPATIENT SERVICES 

Often, a local rural hospital is the only lab facility in the area.  Even though performing 

lab work is the same in the hospital or in the nursing home, the hospital is reimbursed at 

a lower rate if the lab specimen is not drawn at the hospital.  This drives up costs and 

may lead to access issues.  MMA provided reasonable cost reimbursement for small 

rural hospitals (under 50 beds) in low density population rural areas for lab services as 

part of their outpatient services.  This provision phases out beginning July 1, 2008. 

Relevant law:  MMA Section 416; TRHCA, Section 105; Extension Act Section 107. 

Projected cost of extension: $100 million annually.   

 

TREATMENT OF CERTAIN TECHNICAL COMPONENT PHYSICIAN PATHOLOGY SERVICES  

Independent laboratories were originally allowed to bill Medicare directly for both the 

technical components and professional components of physician pathology services 

provided to hospital inpatients and outpatients.  CMS eliminated the ability of 

independent laboratories to be paid directly by Medicare in the November 1999 final 

physician fee schedule but did not provide new funding for hospitals to cover the 

ÛÌÊÏÕÐÊÈÓɯÊÖÔ×ÖÕÌÕÛɀÚɯÊÖÚÛȭ  Congressional and administrative action has allowed direct 

billing for the technical component through a grandfather provision for the last six 

years.  This provision expires June 30, 2008.  

Relevant law s: BIPA 2000 Section 542; MMA Section 732; TRHCA Section 104; Extension 

Act Section 104. 

Projected cost of extension: $100 million annually.   

 

FIVE PERCENT ADD-ON PAYMENT FOR HOME HEALTH SERVICES 

Home health is more expensive to provide in rural communities due to distance and the 

availability of providers.  Therefore, Congress implemented a 5 percent additional 

payment bonus payment as a way to help cover the added cost of providing home 

health in rural areas.  This provision expired December 31, 2006. 

Relevant laws : BIPA Sections 508 and 547; MMA Section 421; DRA Section 5201.  

Projected cost of provision : $0.2 billion over five years.   


