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ORDER OF THE WISCONSIN 

HOSPITAL RATE-SETTING COMMISSION 

ADOPTING RULES 

To ereate chapter HRSC 5, relating to the creation of hospital peer 

groups. 

Analysis by the Hospital Rate-Setting Cornmission 

I. Legal Baekground 

seetion 54.11 (2), Stats., direets the hospital rate-setting 
cornmission to evaluate a hospital's rate reguest using standards that 
inelude comparisons with prudently administered hospitals of similar 
size or providing similar serviees. This statute reguires the commis­
sion to consider volume, intensity, edueational programs and speeial 
serviees when classifying hospitals into peer groups. The cornmission 
has also, by rule, determined the need to use peer groups when cal­
culating whether a hospi tal that reguests a rate inerease is exempt 
from review or eligible for an incentive. 

II. Deseription of the Rule 

The rule codifies peer groups that were established by the 
Wiseonsin hospital rate review program during 1984. The rate review 
program classified hospitals by collecting information relating to 6 
variabIes: volume, intensity, special services, outpatient eguiva­
lents, educational programs ~nd nursing home volume. These variahles 
received separate weights and eachhospital was awarded points based 
on its relative standing for each variable. Using astatistic!Ell, 
computerized method of grouping hospi taIs whose overall seores were 
similar, the rate review program developed 15 peer groups. This rule 

~. ~lso codifies -the'variahles chosen, weights ällotted and statistical-­
method used by the rate review program, modifying some of the defini­
tions us ed for some variables. The role states that subsequent 
generations of peer groups will be created using this method or some 
other method created by rule. 

The rate review program reviewed its initial versions of. peer. 
group s through an appeal process. This rule grants hospitals an 
additional opportunity to contest the imposition of any standard 
derived from the peer groups that were established by the rate review 
program and codified by this rule, but not the abili tyto appeal 
placement within a peer group. A hospital that considers itself 



inappropriately placed in a peer group and, as aresult, that consid­
ers the imposition of such a standard to he unfair may show why other 
factora control its finaneial requirements whieh are not aeeounted for 
hy the standard. When the commission generates new peer groups to 
replace those originally ereated by the rate review program, this rule 
also grants to hospitals the ability to seek a eontested ease hearing 
concerning their initial plaeement in peer groups. 

Pursuant to the authority vested in the hospital rate-setting eommis-

sion hy s. 54.11 (2), Stats., the eommission adopts the following 

rules interpreting ss. 54.09 (1) (k), 54.11 (2) and 54.21 (2) (h) 3, 

Stats., to ereate hospital peer groups: 

SECTION 1. Chapter HRSC 5 is ereated to read: 

CHAPTER 5 

PEER GROUPS 

HRSC 5.01 USING PEER GROUPS. The eommission shall use peer 

groups of hospitals to review and evaluate eaeh hospital's rate 

request, as provided in s. 54.11 (2), Stats., to determine if a 

hospital is exempt from review under s. HRSC 3.01 (3) and s.54.21 (2) 

(h) 3, Stats., and to determine if a hospital is eligihle for a plant 

depreeiation ineentive under s. HRSC 3.07 (2) (h). 

HRSC 5.03 THE INITIAL CREATION OF PEER GROUPS. The' peerqroups 

- establishedby the--Wiseonsin' 'hospital"rate review 'program 'shall -remain 

in effeet and he used by the commission until the eommission updates 

the peer qroups, using either a new method that it creates by rule or 

the method speeified in s. HRSC 5.05. The eommission s~alll by. Qrder, 

periodieally update the peer groups as it deems neeessary. 
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NOTE: The peer groups established under this ehapter are as 
ereated by the standards development eornrnittee of the 
Wiseonsin Hospital Rate Review Program, established under s. 
146.60 (1m), Stats. The process of ereating these peer 
groups eonsisted of eolleeting information from hospi taIs, 
assigning points to eaeh hospital based on the information 
reeeived, grouping hospitals aeeording to a statistieal 
computer clustering program and hearing appeals from 
hospitals that considered themselves plaeed in inappropriate 
peer groups. The Wiseonsin Hospital Rate Review Program 
used the same method to develop these initial peer groups as 
is detailed in s. HRSC 5.05. 

HRSC 5.05 THE METHOD US ED TO CREATE PEER GROUPS. (1) COLLECT-

ING DATA. (a) Hospital peer groups shall be created, and hospitals 

assigned to the appropriate peer group, based on the following 

variables: 

1. Hospital volume. 

2. Intensity. 

3. Speeial serviees. 

4. Outpatient equivalents. 

5. Edueational programs. 

(b) The eomrnission may require hospitals to submit information 

concerning the variables speeified in par. (a) and may colleet or 

verify this information from other sources. . . 
Thecommission may 

colleet data for arevision of the peer groups as needed. 

(2) ASSIGNING A VALUE TO EACH VARIABLE. Variablesused in 

-- ---determining- eaeh -llospital's~pla-cement--ina peer group -~shall-reeeive 

the following points: 

Hospital volume •••••••••••••••• 27.36 

Intensity •••••••••••••••••••••• 16.84 

Speeialty services ••••••••••••• 31.58 

Outpatient equi valents • • • • • • • •• -11.57 
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Educational programs ••••••••••• 12.65 

total 100.00 

(3) CALCULATING VARIABLES AND POINTS. (a) 1. Hospital volume 

shall be based on the annual number of hospital inpatient days. To 

refleet differences in the resourees that are reguired to provide 

basic hospital services, hospital inpatient volume shall be differ­

entiated into 16 basie services that each receive a relative value 

ranking. The numbe~ of inpatient days of a hospital in any of these 

basic service areas shall be multiplied by the relative value ranking 

for that service to determine the factored inpatient days assigned to 

the hospital for the service. The hospital with the highest total of 

factored inpatient days for all 16 basic services shall receive 27.36 

points for the hospital volume variable. Each other hospital shall 

receive a percentage of the 27.36 available points, based on the ratio 

of its total factored inpatient days to those of the hospital with the 

highest total of factored inpatient days. Nursing home daysare not 

included in calculating this variable. 

2. The 16 basic hospi tal services and their relati ve value 

rankings are as follows: 

(PG3] 

Relative value 

3.00 

-2.75 

2.75 

1.90 

1.37 

Service 

Neonatal intensive care unit 

-- .. -- --Burn -center--

Mixed intensive care unit 

(medical/surgical/coronary/ 

cardiac) 

Intermediate acute care 

Oncology unit 
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1.20 General pediatric medical/surgical 

unit 

1.20 Orthopedic unit 

1.20 Psychiatric unit 

1.10 Obstetric unit 

1.00 General adult medical/surgical 

unit 

1.00 Hospice 

1.00 Rehabilitation unit 

0.92 Regular newborn nursery unit 

0.85 Alcoholism/chemical dependency 

0.75 Swing beds--skilled nursing 

facility 

0.50 Swing beds--intermediate care 

facility 

3. In this paragraph: 

a. "Alcoholism/chemical dependency" means the provision of care 

or rehabilitative service s to patients for whom the primary diagnosis 

is alcoholism or other chemical dependency • . . . 
b. "Burn center" means the provision of care in a distinet unit 

of the hospital to patients with severe burn injuries that are of a 

mere-- intensl. ve -nature "than -that- renaered "in meaical/surgical uni ts. --" 

Staffing for the unit shall include a nurse specifically trained in 

care for the severely hurned • 

.c. "General .mecUcal/surgical unit"means amedical ~r surgical 

uni t in which acutecare is provided to patients on the hasis of 

physicians' orders and approved nursing care plans. 
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d. "General pediatric medica1/surgica1 uni t" means a distinet 

patient care unit that provides acute care to pediatric patients on 

the basis of physicians l orders and approved nursing ca re p1ans. 

e. "Hospice" means a unit or prograrn providing pa11iative care 

to terrnina1ly i1l patients, consisting chiefly of the medical re1ief 

of pain and provision of supportive service s , and assistanee to 

farnilies who are adjusting to a patientis i11ness and death. 

f. "Interrnediate intensive care" means the provisionof eare to 

patients requiring care mo re intensive than that provided in the acute 

eare area, yet not sUfficiently intensive to require adrnission to an 

intensive care unit. Patients are usually admitted to this unit by 

transfer from an intensive care unit when their conditions improve. 

The unit shall be staffed by speeia11y tr ained nursing personnel and 

shall eontain monitoring and observation equipment for intensified, 

comprehensive observation and care. The unit may al so be referred to 

as a definitive observation, step down or prögressive care unit. 

Nursing time per patient sha1l generally exeeed that provided in the 

hospi tal • s general medica1/surgica1 care uni t by more than 50% but 

'. 
shall be general ly less than 75% of the nursing time required for 

:. 
patients in the hospital's intensive care units. 

g. "Mixed intensive care unit (medical/surgical/coronary/car-

diac)" meane the provision -·of care in·· iii -distinet unit of ·the hospital 

of a more intensive nature than usual medical/surgical care. Staffing 

of the unit shall be at a level twice that of a normal 

medical/surgical unit with speeifically trained nursing pereonnel.-

The unit shal1 contain monitoring and specialized support equipment 
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for patients who, because of shock, trauma or other life threatening 

eonditions, require intensified, eomprehensive observation and eare. 

h. "Neonatal intensive eare unit" means a distinct unit of the 

hospital in which eare is provided to newborn infants of a more 

intensive nature than the usual nursing eare provided in newborn aeute 

eare units, on the basis of physicians' orders and approved nursing 

eare plans. A nurse trained specifically in this special ty shall 

staff the unit at all times. 

L "Obstetrie unit" means a distinct unit of the hospital that 

provides ea re to mothers following delivery on the basis of physi-

eians' orders and approved nursing eare plans. The unit's staff shall 

inelude one or more nurses trained in this type of eare. 

j. "Oncology unit" means a distinct patient eare unit that 

provides care speeifieally for patients with neoplastie diseases. The 

uni t 's staff shall include one or more nurses who are speeifieally 

trained in this type of care. 

k. "Orthopedie unitn means a distinet patient eare unit that 

prov ide s patient eare specifically for the correetion or prevention of 

skeletal deformities or injuries. The unit's staff shall include one .. 
or more nurses whoare specifically trained in this type of eare. 

1. "Psychiatrie unit" means a distinct unit of the hospital that 

provides diagnostic, treatment and supporti ve serviees to patients 

with mental or emotional disorders. .The un it may also provide care to 

psychiatric patients that is more intensive than the usual care 

provided to psychiatric acute care patients. The unit shallbe 

staffed with specifically trained personnel and eontain specialized 

support serviees. 
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m. "Regular newborn nursery" means a nursery in which care is 

provided to newborn and premature infants, based on physicians' orders 

and approved nursing care plans. 

n. "Rehabilitation unitlJ means a distinet unit of the hospital 

that provides coordinated multidisciplinary physical restorative 

services to inpatients under the direction of a physician who is 

knowledgeable and experienced in rehabilitative medicine. 

o. "Swing beds--interrnediate care facility" means a hospital 

licensed acute care bed unit that has been designated by a hospital to 

provide either acute or long-terrn care services and has met the 

conditions necessary for medical assistance reimbursement. The unit 

shall provide health-related care and services to persons who do not 

require hospital or skilled nursing facility care but whose mental or 

physical condition reguires services that can only be provided in an 

institution, above the level of room and board. 

p. "Swing beds--skilled nursing facility" means a hospital 

licensed acute care bed unit, designated by a hospital to provide 

either acute or long-terrn care services, that has met the conditions 

necessary for medical assist~nce reirnbursement. The patients treated 

" 
in the unit shall require skilled technical or professional inpatient 

care, based on a physician I s orders, directly from or under the 

supervision of a "registered nurse, licensed practical vocational 

nurse, physieal therapist, occupational therap!st, speech pathologist 

or audiologil~t. 

ib) Hospital intensity shall be determined as .the differenee 

between a hospi tal' s total factored inpatient days, as ealeulated 

under par. (a), and its total unfaetored inpatient days, with the 
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differenee divided by the hospital's total unfaetored inpatient days. 

The definition of intensity, as speeified in s. HRSC 1.01 (9), does 

not apply to this paragraph. The hospital with the highest value for 

its intensity variable shall reeeive 16.84 points. Eaeh other 

hospital shall reeeive a percentage of the 16.84 available points, 

based on a ratio of its intensity variable value to that of the 

hospital with the highest intensity variable value. 

(e) 1. Speeialty serviees consist' of 28 serviees that may be 

available in any hospital, which eaeh reeeive a relative value ranking 

that refleets differenees in the resourees reguired to maintain the 

different speeialty serviees. The hospital with the highest total 

relative value ranking for all speeialty service s shall reeeive 31.58 

points. Eaeh other hospital shall reeeive a percentage of the 31.58 

available points, based on the ratio of its total speeialty service s 

relative value ranking to those of the hospital with the highest total 

of speeialty serviees relative value ranking. 

2. The 28 speeialty services and their relative value rankings 

are as fo1lows: 

Relative value 
" f 

Speeialty serviees 

15.0 Radiation therapy: level 1 

12.0 Radiation therapy: level 2 
. - _ .. - -._-.-_ .. - -- -

6.0 Radiation therapy: level 3 

10.0 Cardiae catheterization 

10.0 Organ transplant surgery--

. ~ -. - - - -' .. - solid organs and hone marrow 

9.0 Burn center 

9.0 Neonatal intensive care unit 
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8.0 Hemodialysis--chronic 

8.0 Nuclear medicine 

8.0 Open heart surqery 

6.0 Computed tomoqraphy imaginq 

6.0 Ernergency services: level 1 

4.0 Ernergency services: level 2 

2.0 Ernergency services: level 3 

5.0 Blood bank 

4.5 Pharmacy with full-time registered 

pharmacist 

1.0 Pharmacy with part-time registered 

pharmacist 

4.0 Pulmonary function 

2.75 Organ bank 

2.0 Arnbulance service 

1.5 Audiology 

1.5 Electromyography 

1.5 Farnily planning/genetic counselinq 

1.5 Occupational therapy . . 
1.5 Social service s department 

1.0 Electroencephalography 

1.0 Home care department 

1.0 Speech pathology 

3. In this paraqraph: 

. -----a.- -flAmbulance 'service-tlmeans the operation and maintenance by 

the hospital of ambulance service s to the ill and injured who require 

medical attention on a 8cheduled or unscheduled basis. 
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b. "Audiology" means the provision and coordination of services 

to persons with impaired peripheral or central auditory function. The 

services shall include the detection and management of any existing 

communication handicaps, centering in whole or in part on the hearing 

function. The services shall be provided by a certified audiologist 

employed by the hospital. 

c. "Blood bank" means a unit accredited by the American asso-

ciation of blood banks with the responsibility for blood drawing, 

processing and distribution. 

d. "Burn center" has the meaning specified in par. (a) 3. b. 

e. "Cardiac catheterization" means the use of special diagnostic 

procedures necessary for the care of patients with cardiac conditions. 

Available procedures shall include the introduction of a catheter into 

the interior of the heart through a vein or arte ry or by direct needle 

puncture. The hospital shall perform these procedures in a laboratory 

or special procedures room. 

f. "Computed tomographic irnaging" means the necessary staff and 

equiprnent to perform computer tomographic scans of the head or whole 

'0 
body. 

.0 

g. "Electroencephalography" means the provision of an 

electroencephalogram for the recording of electromotive variations in 

brain waves for use in diagnosis. 

h. "Electromyography" means the provision of an electromyograph 

for the recording of electrical potentialvariations in muscles to 

"facilitate diagnosis of muscular and nervous disorders. 

i. "Emergency services: levell" means the treatment of un-

scheduled o~tpatient service s to patients whose conditions are 
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considered to require imrnediate eare. The hospital shall provide a 

broad range of eomprehensive speeialized resourees and eapabilities. 

The unit shall be staffed 24 hours a day with an emergency room team 

that includes a physician who is on duty eontinually, with eontinual 

staffing by registered nurses and with a respiratory therapist who is 

on duty eontinually. A wide range of physician specialists shall be 

available on 20 minute ea1l, inc1uding an anesthesiologist and 

eardiothoracie surgeon. 

j. "Emergency services: level 2" means the treatment of un-

scheduled outpatient service s to patients whose eonditions are eon-

sidered to require immediate eare. The hospital sha11 have selected, 

advanced, specialized resourees and eapabilities. The unit sha11 be 

staffed 24 hours a day with an emergency room team that includes a 

physician who is either on duty or on call eontinually and with 

eontinual registered nurse eoverage. Other specialized personnel 

sha11 be on eall, including an anesthesiologist or nurse anesthetist 

and a cardiologist or internist versed in eardio1ogy. 

k. "Emergency serviees: level 3" means the treatment of un-

sehedu1ed outpatient serviee~ to patients whose eonditions are eon-. 
sidered to r~quire immediate eare. The hospi tal shall have basie 

resourees and eapabi1ities. The unit shall be staffed 24 hours a day 

with a lieensed physieian and registered nurses either on duty or on 

cal1 continually. Otherspeeializedpersonnel shall .be on eall, 

including an anesthesiologist or a nurse anesthetist. 

1. "'Family planning/genetic counse1.ing" means serviees provided 

through a qualifed physician that offer family planning information 
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and serviees, ehild spaeing assistanee, fertility testing and genetie 

eounseling. 

m. "Hemodialysis--ehronie" means a designated area with the 

plumbing, eleetrieal system, dialysis maehine, bed or lounge ehair and 

other eguipment needed to perform dialysis on ehronie dialysis pa-

tients. 

n. "Home eare department" means an organized program adminis-

tered by the hospital that provides skilled nursing, other therapeutie 

treatment, social service s and home health eare serviees to patients 

in their places of residenee. Eaeh home eare department shall meet 

the definition of a home health ageney under s. HSS 133.02 (3). 

o. "Neonatal intensive eare unit" has the meaning speeified in 

par. (a) 3. h. 

p. "Nuelear medieine" means the use of the seientifie and 

elinieal diseipline eoneerned with diagnostie, therapeutie (exelusive 

of sealed radium sourees) and investigative use of radionuelides. 

q. "Oeeupational therapy" means the provision of oeeupational 

therapy service s preseribed by physieians and administered by, or 

under the direction of, a certified oeeupational therapist. The 
*' 

service s sha1l be available exelusively to patients of the hospitalat 

least 20 hours per week. 

r. "Open heart surgery" means the performance of operations on 

the heart and intrathoraeie great vessels, using a heart~lungbypass 

ma~hine to perform the funetions of the heart during surgery. The 

hospital shall nave·the neeessary staff and equipment to perform this 

surgery. 
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s. "Organ bank" means a separa te reposi tory established by the 

hospital for the preservation of organs such as eyes, spleen, liver, 

vesseIs and bones. 

t. "Organ transplant surgery" means the surgical removal of 

human hearts, kidneys, livers, spleens or bone marrow from aliving 

donor or a deceased person imrnediately after death and the surgical 

grafting to a suitably evaluated and prepared patient. The hospital 

shall have the necessary staff and equipment to perform this surgery. 

u. "Pharmacy" means a pharmacy unit that is supervised full-time 

or part-time by a registered pharmacist who is employed by the hospi-

tal. 

v. "Pulmonary funetion" means a service that tests patients 

through the measurement of inhaled and exhaled gases, the analysis of 

blood and an evaluation of the patient' s ability to exchange oxygen 

and other gases. The service shall be performed by specially trained 

personnel who initiate, monitor and evaluate patient performance, 

cooperation and ability during testing procedures. Equipment require-

ments shall include a plethysmograph, pulmonary exercise testing unit, 

gas dilution and gas diffusi~n test, blood gas analyzer and fiberoptic 

bronchoscopy unit. 

w. "Radiation therapy: levelI" means the treatment of patients 

with cancer,other tumors or neoplasms by ionizing radiation. The 

hospital shall be capable of treating all forms of cancer,' shall treat 

more than 300 patients annually in its levellunit, shall conduct 

postgraduate training programs in radiation oncology, shall conduct 

cancer treatment research and shall disseminate its research findings. 

The unit's staff ehall include 2 radiation therapists, 2 full-time 
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radiation oneologists, a full-time registered or lieensed praetieal 

nurse, a dosimetrist, a full-time maehinist or mold teehnieian, a 

full-time board eertified medical physieist for every 300 patients and 

a full-time radiation biologist. The radiation oneologist, medical 

physieist, nurse and maehinist or mold teehnieian may be shared with 

other hospi tal service s or may be obtained through eontraeted ser-

vices. 

x. "Radiation therapy: level 2" means the treatment of pa-

tients with eaneer, other tumors or neoplasms by ionizing radiation. 

The hospital shall be eapable of treating most forms of eaneer and 

shall treat mo re than 300 patients annually in its level 2 unit. The 

unit' s staff shall inelude 2 radiation therapists, 2 full-time ra-

diation oneologists, a full-time registered or lieensed praetieal 

nurse, a full-time medical physieist for every 400 patients and a 

full-time maehinist or mold teehnieian. The radiation oneologist, 

medical physieist, nurse and maehinist or mold teehnieian may be 

shared with other hospital service s or may be obtained through eon-

traeted serviees. 

y. "Radiation therapy: level 3" means the treatment of patients 

with caneer, other tumors or neoplasms by ionizing radiation. The 

hospital shall be capahle of treating some forms of cancer. The 
,- .- - -. '-._._ .. 

uni t' s staff shall inelude a radiation oneologist on the hospi tal' s 

active or assoeiate medical staff or on a consulting basis, a minimum 

of, 2 radiation therapists for eaeh megavoltage radiation therapy 

maehine and a medical physieist employed by 'the ho~pitalor on' a 

consulting basis. The radiation technologists may be shared with 
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other hospi tal service s or with other hospi taIs or may be obtained 

through contracted services. 

z. "Social services department" means the provision of social 

service s under the direction of a qualified social worker. The 

service s shall be available exclusively to patients of the hospital at 

least 20 hours per week. 

zrn. "Speech pathology" means the evaluat~on and treatment of 

inpatients or outpatients with speech or language disorders under the 

direction of a certified speech pathologist. The services shall be 

available exclusively to patients of the hospital at least 20 hours 

per week. 

(d) The outpatient equivalent variable reflects the resourees 

required to provide services to different numbers of outpatients. The 

value of the outpatient equivalent variable shall equal the product of 

a hospital' s gross annual outpatient revenue times its total annual 

factored inpatient days, divided by its gross annual inpatient ancil-

lary revenue. The hospital with the highest value for its outpatient 

equivalent variable shall receive 11.57 points. Each other hospital 

shall receive a percentage o~ the 11.57 available points, based on a . 
ratio of its outpatient equivalent varlable value to that of the 

hospital with the highest outpatient equivalent variable value. 

(e) 1. Education programs are subdivided into the following 3 

categories, from which each hospital is awarded points: 

a. A hospital shall receive 0.0875 points for each resident 

physician.· -No hospi tal may recei ve more than 7.38 points for -i ts 

resident physicians. 

J 
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b. A hospital with a hospital-based diploma nursing school or a 

4-year nursing degree curriculum shall receive 3.16 points. 

c. A hospital shall receive 0.5 points for eaeh hospital-based 

and hospital-operated allied health program, aceredited by a nation-

ally reeognized aeerediting body. No hospital may reeeive more than 

2.11 points for these programs. 

2. Eaeh hospital's points for edueation programs are deterrnined 

independently based on the method speeified in subd. 1 and are not, 

unIike the method used for the other 4 variabIes, awarded as a per-

centage of the available points after a ratio comparison. 

(f) 1. The comrnission may, in order to analyze the effeet of 

peer grouping on cornbined hospital and nursing home faeilities, 

examine inforrnation on nursing home volume. These data are not used 

in caleulating peer groups. 

2. Nursing home volume shall be based on nursing home inpatient 

days for cornbined hospital and nursing home facilities. To refleet 

differences in the resourees reguired to provide different types of 

nursing home care, nursing home volume shall be subdivided into 3 

basic serviees that each ree~ive a relative vaIue ranking. The number . 
of nursing home inpatient days for a hospital in any of these basic 

service s shall be mul tipIied by the relati ve value ranking for that 

service to determine the factored nursing home inpatient days assigned 

to the combination faeility for the serviee~ 

3. The 3 basic nursing home services and their relative value 

rankings are as -follows: 

Relative value Service 

0.75 Skilled nursing home care 
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0.50 Intermediate nursing home care 

0.30 Self care 

4. In this paragraph: 

a. "Intermediate nursing home care" means the provision of 

inpatient care by a facility that is licensed under s. 50.03, Stats., 

and meets the reguirements of ch. HSS 132. The unit shall provide 

health-related care and services to persons who do not require hospi-

tal or skilled nursing facility care but whose mental or physical 

condition reguires services that can only be provided in an institu-

tion, above the level of room and board. 

b. "Self care" means the provision of supportive, restorative 

and preventive health care for ambulatory patients who are capable of 

caring for themselves under the supervision of a professional nurse. 

c. "Skilled nursing home care" means the provision of inpatient 

care by a facility that is licensed under s. 50.03, Stats., meets the 

reguirements of ch. HSS 132 and meets the reguirements for participa-

tion in medicare. The patients treated in the uni t shall reguire 

skilled technical or professional inpatient ca re , based on a physi-

cian's orders, directly from or under the supervision of a registered 
! 

nurse, licensed practical vocational nurse, physical therapist, 

occupational therapist, speech pathologist or audiologist. 

NOTE: The nursing home variable was us ed by the Wisconsin 
Hospital Rate Review Program in order to create its peer 
groups, on which are based the peer group s listed in s. HRSC 
5.07. 

(4) CREATING GROUPS. After the "5 variäbles are computed for a1l 

hospitals, a computer elustering program is used to generate the peer 

groups. The proqram eombines hospitals into elusters by use of a 
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least squares statistieal method, using data from all hospi taIs and 

all variables simultaneously. Hospitals are grouped into elusters in 

sueeessive eyeles, beginning with the assumption that eaeh hospital is 

a single eluster. The pro gr am then eombines into larger elusters 

those hospitals whose overall seores va ry the least, until apreset 

number of elusters has been reaehed. Eaeh eluster shall eonsist of 5 

to 15 hospitals. The eommission may modify eomputer-generated elus-

ters or adjust the number of elusters speeified in the program in 

order to eliminate inequities it pereeives in the elusters. 

NOTE: An example of how the computer program deterrnines the varianee 
of overall hospital seores ean be seen in the ehart below: 

Speeial O/P Eduen 
HosEital Vol. Intens. Serviees Equiv. Progs. Total 

A 3.3 8.1 7.2 1.1 1.0 20.7 
B 5.0 2.8 7.2 1.3 1.0 17.3 
C 3.7 6.7 6.2 1.7 1.0 19.3 
D 6.4 4.8 6.9 0.7 1.0 19.8 

The program examines eaeh potential eluster (A-B, A-C, A-D, B-C, 
B-D, C-D) to deterrnine whieh pair of hospitals has the least varianee 
in overall scores, deterrnining varianee as follows: 

1. For the potential eluster A-B 

2 2 
[(5.0 - 3.3~ + (8.1 - ~8~ + (7.2 _ 7.2)2 + 
(1.3 - 1.1) + (1.0 - 1:0) ]/2 = 
15.51 

2. For the potential e1uster A-C 

2 2 
[(3.7 - 3.3~ + (8.1 - 6.7~ + (7.2 _ 6.2)2 + 
(1. 7 - 1.1) + (1.0 - 1.0) J/2 = 
1.74 

[etc. ] 

Of potential elusters A-B and A-C, the 
cluster A-C sinee it has the lesser varianee. 
are not siqnifieant in the proqram, although 
general eonfiguration of elusters. 
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(5) CONTESTING STANDARDS BASED ON PEER GROUP DATA. If the 

comrnission imposes a standard on which to base its determination of 

the reasonableness of a hospi tal • s finaneial reguirements and the 

standard is based on data derived from the peer groups, the hospital 

may contest the imposition of that standard. In order to contest the 

imposition of a standard under this subseetion the hospital shall 

show, to the satisfaction 0" the comrnission, that other factors 

control its finaneial reguirements whieh are not accounted for by the 

standard. 

(6) PEER GROUP APPEALS. (a) If the comrnission updates the peer 

groups speeified in s. HRSC 5.07, hospitals may appeal the revision of 

peer groups as follows: 

1. Any hospita1 may, within 30 days after the comrnission issues 

an order updating the peer groups, comrnenee an appeal of its placement 

in a peer group. 

2. Any hospi tal may appeal i ts placement in an updated peer 

group at any time if it has had a major change in circumstances, 

making its peer group placement inappropriate. A major change in 

'. circumstanees means any of the following: 
~ 

a. The addition or deletion of a nursing home. 

b. Merger or consolidation with another facility. 

e. Major replaeement of the hospi tal • s physical plant and a 

major change in its medical staff. 

(b) Upon reeeiving notice of an appeal under par. (a) the 

commission shall 'sehedule a date for a class leontested eas e hearing~ 

The chairperson of the eommission shall designate one or more commis-

sioners or a hearing examiner to preside at the hearing. At the 
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hearing, the presiding offieer shall determine if the hospital should 

be reassigned to a different peer group based on the following erite-

ria~ 

1. The extent to whieh the appellant hospital's serviees differ 

from others in its peer group. 

2. The differenee in size of the appellant hospital from others 

in its peer group. 

3. Whether the appellant hospita1 is urban but others in the 

peer group are primari1y rural, or viee versa. 

4. Whether the appe1lant hospi tal has major teaehing programs 

that were not adequately represented during the creation of the peer 

groups. 

5. Whether the appellant hospi tal is eombined with a nursing 

home but others in the peer group are primari1y not eombination 

faeilities, or viee versa. 

(e) If the presiding offieer at a hearing under par. (b) deter-

mines that the appellant hospita1 has been inappropriate1y plaeed ina 

peer group, the presiding offieer shall determine proper assignment of 

o. the hospi tal. Un1ess the e,Pmmission deeides to review a presiding 
• 

offieer' s decision wi thin 10 days after its issuance, the presiding 

officer's decision is a final decision of the commission. 

NOTE: The Wisconsin Hospi tal Rate Review Program used pane1s 
rather than contested case hearings to consider peer qroup appeals. 
Seated on these pane1s were one appointment made by the Wisconsin 
Hospita1 Association, one by the Department of Hea1th and Social 
Serviees and one by BlueCross/B1ue Shield United. 

(d) If a final decision 0 reassiqns an appel1ant 'hospital' to a 

different peer qroup the commission shall recalculate any standards 

that were based ondata derived from the peer qroup to which the 
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hospital was initially assigned or to which the hospital was 

reassigned. The commission is not reguired to rerun the computer 

clustering program under sub. (4). 

(e) No hospital may request an appeal on the grounds that the 

data it submitted on its peer group inforrnational report were incom­

plete or incorrect. 

HRSC 5.07 PEER GROUPS. The peer groups specified in this 

section are based on use of the methodology specified in s. HRSC SoOS 

by the Wisconsin hospital rate review program. As prov ide d in SO HRSC 

5003, the commission shall, by order, periodically update the peer 

groups as it deems necessaryo The following peer groups are 

established for rate-setting purposes of the commission: 

(1) GROUP A. The hospi tals located in the following 

rnunicipa1ities are assigned to Group A. The name of the hospital is 

inc1uded if the rnunicipality has more than one hospita1: 

[PG3) 

Algoma 

Ba1dwin 

B100mer 

Dar1ington 

Frederic 

lola 

Kaukauna 

Mondovi 

New Richmond 

Osceola 

Phelps 
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'. 

(2) GROUP B. The 
ls located in the following 

municipalities are assigned 
B. The name of the hospital is 

included if the municipality 
:han one hospi tal: 

Clintonville 

Cumberland 

Dodgeville 

Eagle River 

Grantsburg 

Hudson 

Kewaunee 

Milwaukee--First Hospit« 

Oconto Falls 

Ripon 

St. Croix Falls 

Superior 

Wild Rose 

(3) GROUP C. The hospita. 
. 'l in the following 

"munieipalities are assigned to Group 
. 'me of the bospital is 

ineluded if tbe munieipality bassare 1 
• . 'spital: 

Amery 

Columbus 

Durand 

Laneaster 
',.;" .". 

Park Falls 

Prairieäu Sae 

Reedsburq 

Riobland Center 

9 

s 



Sparta 

Sturgeon Bay 

Viroqua 

Waupaea 

(4) GROUP D. The hospitals loeated in the following 

munieipalities are assigned to Group D. The name of the hospital is 

ineluded if the munieipality has more than one hospital: 

(5) 

Areadia 

Boseobel 

Cuba City/Platteville 

Edgerton 

Hayward 

Hillsboro 

Ladysmith 

Mauston 

Medford 

Neillsville 

Osseo 

River Falls 

Stanley 

Washburn 

GROUP E. The hospi taIs loeated in the following 

munieipali ties are assigned to Group E. The name of the· hospi tal is 

ineluded if the munieipalityhas more than one hospital: 
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Antigo 

Blaek River Falls 

Chilton 
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Hartford 

Manitowoc--Mernorial 

Menornonie 

Merrill 

New London 

Oconto 

Prairie du Chien 

Rice Lake 

shawano 

Shell Lake 

. Whitehall 

(6) GROUP F. The hospi taIs located in the following 

municipalities are assigned to Group F. The name of the hospital is 

included if the municipality has more than one hospital: 

Barron 

Berlin 

Plyrnouth 

Portage 

Spooner 

Two Rivers 

(7) GROUP G. 

. 
* 

The hospi taIs located in the following 

municipalities are assigned to Group G. The name of the hospital is 

included if the municipality has more than one hospital: ... 

Barahoo 

Chippewa Falls 

Friendship 

Marinette 
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Milwaukee--Lakeview 

Milwaukee--Northwest General 

Milwaukee--St. Anthony 

New Berlin 

Stoughton 

Tomah 

Watertown 

Waupun 

(8) GROUP H. The hospitals located in the. following 

municipalities are assigned to Group H. The name of the hospital is 

included if the municipality has more than one hospital: 

Ashland 

Burlington 

Fort Atkinson 

Manitowoc--Holy Family 

Brookfield 

Rhinelander/Tomahawk 

Woodruff 

(9) GROUP I. The ~ hospi tals located in the following 

municipalities are assigned to Group 1. The name of the hospital is 

included if the municipality has more than one hospital: 

Beaver Dam 

Elkhorn 

Milwaukee--Family 

Monroe 

Oconomowoc 

West Bend 
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Wiseonsin Rapids 

(10) GROUP J. The hospitals loeated in the following 

munieipalities are assigned to Group J. The name of the hospital is 

ineluded if the munieipality has more than one hospital: 

Beloit 

Green Bay--St. Mary's 

Janesville 

Menomonee Falls 

Port Washington 

Sheboygan--Memorial 

Sheboygan--St. Nicholas 

(11) GROUP K. The hospitals loeated in the following 

munieipalities are assigned to Group K. The name of the hospital is 

ineluded if the municipality has more than one hospital: 

Fond du Lae 

Kenosha--Memorial 

Milwaukee--St. Francis 

Oshkosh 

Raeine--St. Mary's • 
• 

West Allis 

(12) GROUP L. The hospi taIs loeated in the following 

municipalities are assigned to Group L. The name of the hospital is 

included if the municipality has more than one hospital: 

Appleton--Memorial 

Appleton--st. Elizabeth 

Cudahy 

Eau Claire--Luther 
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Eau Claire--Sacred Heart 

Green Bay--Bellin 

Kenosha--St. Catherines 

La Crosse--St. Francis 

Madison--Methodist 

Racine--St. Lukes 

Stevens Point 

Wausau 

(13) GROUP M. The hospitals located in the following 

municipalities are assigned to Group M. The name of the hospital is 

included if the municipality has more than one hospital: 

Madison--General 

Madison--St. Marys 

Milwaukee--Columbia 

Milwaukee--Froedtert 

Milwaukee--st. Michael's 

Waukesha--Memorial 

(14) GROUP N. The hospita1s located in the following 

municipalities are assigned ~o Group N. The name of the hospitalis 

included if the municipality has mere than one hospita1: 

Green Bay--St. Vincent 

La Crosse--Lutheran 

Milwaukee--Good Samaritan 

Milwaukee--St. Mary's 

Neenah 
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(15) GROUP O. The hospi tals located in the fOllowing 

municipalities are assigned to Group O. The name of the hospital is 

included if the municipality has mo re than one hospital: 

Madison--University 

Marshfield 

Milwaukee--County 

Mi1waukee--Mt. Sinai 

Milwaukee--St. Joseph's 

Milwaukee--St. Luke's 

SECTION 2. CROSS-REFERENCE CHANGES. In the seetions of the 

rules listed in Column A, the eross-references shown in Column B are 

ehanged to the eross-referenees shown in Column C: 

A B C 

Rule Sections Old Cross-Referenees New Cross-Referenees 

s. HRSC 1.01 (intro.) ehs. HRSC 1 to 4 ehs. HRSC 1 to 5 

s. HRSC 3.01 (3) ehs. HRSC 1 to 4 ehs. HRSC 1 to 5 

s. HRSC 3.017 (10) ehs. HRSC 1 to 4 ehs. HRSC 1 to 5 

SECTION 3. EFFECTIVE D~TE OF RULES. The ru1es contained in this 

order sha11 take effeet on August 30, 1985, or on the day following 

publieation, whiehever is later. 

(End) 
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State of Wisconsjn \ Hospital Rate-Setting Commission 

September 18, 1985 

Gary Poulson 
Revisor of Statutes 
411 West, State Capitol 
Madison, WI 53702 

Dear Mr. Poulson: 

John C. Oestreicher, Chairman 
Steve n M. Barney, Commissioner 

Katherine M. Kiedrowski, Commissioner 

Suite 215, Tenney Bldg. 
110 E. Main Street 
Madison, WI 53702 

(608) 266-2114 

Enclosed is a copy of Chapter HRSC 5, relating to the creation 
of the peer groups. The order was adopted by the Commission 
on September 18, 1985. Please publish the adopted rule in the 
Wisconsin Administrative Register. 

Very truly yours, 

gd::-L 
C. Oestreicher 

Chairman 

JCO:bls 


