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DEPARTMENT OF EDUCATION

Office of Special Education and 
Rehabilitative Services; Educational 
Media Research, Production, 
Distribution, and Training Program

AGENCY: Department of Education. 
a c t io n : Notice of proposed annual 
funding priority.

s u m m a r y : The Secretary proposes an 
annual funding priority under the 
Educational Media Research,
Production, Distribution, and Training 
Program. This priority supports a single 
project to design and manufacture a 
Line 21 decoder which will be less 
expensive than the present decoder. The 
Line 21 decoder permits captions of 
television programs to be displayed on 
television sets equipped with these 
decoders. The project should result in 
reduced equipment costs for persons 
purchasing decoders. In addition, the 
present stock of decoders will 
eventually be depleted and new 
decoders will be needed to ensure a 
continuing supply.
d a t e : Comments must be received on or 
before June 18,1987. 
a d d r e s s : Comments should be 
addressed to Dr. Malcolm J. Norwood, 
Division of Educational Services, Office 
of Special Education Programs, 
Department of Education, 400 Maryland 
Avenue, SW. (Switzer Building, Room 
4088-M/S 2313), Washington, DC 20202. 
FOR FURTHER INFORMATION CONTACT:
Dr. Malcolm J. Norwood. Telephone:
(202) 732-1177.
SUPPLEMENTARY INFORMATION: The 
Educational Media Research,
Production, Distribution, and Training 
Program, authorized by sections 651 and 
652 of Part F of the Education of the 
Handicapped Act (EHA), supports the 
educational advancement of persons 
with handicaps by providing assistance 
for: (a) Conducting research in the use of 
educational media and technology for 
persons with handicaps; (b) production 
and distribution of educational media 
for the use of persons with handicaps, 
their parents, their actual or potential 
employers, and other persons directly 
involved in work for the advancement of 
person with handicaps; and (c) training 
person in the use of educational media 
for the instruction of persons with 
handicaps.

In 1972 the Federal Government, 
through the former Office of Education, 
initiated the development of the closed- 
captioned television Line 21 system 
whch allows the broadcast signal to 
transmit captions (subtitles) visible only 
on television sets equipped with

decoders. This system makes television 
accessible to the nation’s population 
with hearing impairments.

The system was implemented in 
March, 1980, and has resulted in 
cooperative efforts between the public 
and private sectors to provide closed- 
captioned television to Americans with 
hearing impairments. All major 
networks are making closed-captioned 
programs available. Federal funding 
supports approximately 40% of the 
current level of captioning programming, 
the networks support approximately 
30%, and corporate advertisers, 
foundations, and individual 
contributions account for the remaining 
30%.

The Congress has appropriated funds 
annually which have been used to 
provide support for closed-captioning. 
Federal funds have been used also to 
assist in the design and manufacture of 
Line 21 decoders in order to reduce the 
cost of decoders to persons with hearing 
impairments. The Secretary now 
proposes a priority to design a Line 21 
decoder which is lower in cost than the 
existing unit and which will be effective 
in overcoming problems that have 
resulted from recent changes in 
broadcast and video technology. The 
Federal government will subsidize the 
manufacture of at least 50,000 of the 
new decoders.

Proposed Priority
In accordance with Education 

Department General Administrative 
Regulations (EDGAR) as 34 CFR 
75.105(c)(3), the Secretary propose to 
give an absolute preference to 
applications submitted under this 
priority of the Educational Media 
Research, Production, Distribution, and 
Training Program in 1987 that respond to 
the priority described below.
The Design and M anufacture o f a  Less 
Expensive Line 21 D ecoder

This proposed priority will support a 
cooperative agreement with an 
organization that has the technical 
expertise and knowledge to design, 
produce, and distribute a decoder that is 
less expensive than existing decoders. 
The applicant must submit a plan for the 
design of a new decoder and subsequent 
production and distribution of at least 
50,000 Line 21 decoders as part of the 
application. The plan must provide 
evidence of commitment from one or 
more manufacturers and retailers to 
assure production and sale of the units. 
The plan must contain a timeline for 
testing the new decoder for function and 
effectiveness in overcoming problems 
that have resulted from recent changes 
in broadcast and video technology, a

timeline for production, and an 
estimated retail price for the assembled 
units to be marketed to consumers with 
hearing impairments. The estimated 
retail price must be lower than the retail 
price for existing units. The plan shall 
also provide assurances that at least 
50,000 Line 21 decoders will be 
marketed to consumers. Existing 
decoders have been sold at prices 
ranging from $179.99 to $199.99.
Intergovernmental Review

This program is subject to the 
requirements of Executive Order 12372 
and the regulations in 34 CFR Part 79. 
The objective of the Executive Order is 
to foster an intergovernmental „ 
partnership and a strengthened 
Federalism by relying on processes 
developed by State and local 
governments for coordination and 
review of proposed Federal financial 
assistance.

In accordance with the Order, this 
document provides early notification of 
the Department’s specific plans and 
actions for this program.

Invitation to Comment
Interested persons are invited to 

submit comments and recommendations 
regarding this proposed priority. All 
comments submitted in response to this 
priority will be available for public 
inspection, during and after the 
comment period in Room 4088, Switzer 
Building, 330 C Street, SW., Washington, 
DC, between the hours of 8:30 a.m. and 
4:00 p.m„ Monday through Friday of 
each week except Federal holidays.
(20U.S.C. 1451,1452)
(Catalog of Federal Domestic Assistance No. 
844)26; Media Services and Captioned Films)

Dated: April 27,1987.
W iliam  J. Bennett,
Secretary of Education.
[FR Doc. 87-11419 Filed 5-18-87; 8:45 am] 
BALING CODE 4 0 0 0 -01-M

tC FD A  84.026]

inviting Applications for New Awards 
Under the Educational Media 
Research, Production, Distribution, 
and Training Program for Fiscal Year 
1987

Purpose: To support a single project to 
design and manufacture and distribute a 
l.int» 21 decoder which will be effective 
in overcoming problems that have 
resulted from recent changes in 
broadcast and video technology and is 
lower in cost than the existing unit. The 
project will ensure a continuing supply 
of these devices to the Nation’s
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population of persons with hearing 
impairments.

Deadline for Transmittal o f 
Applications: July 7,1987.

Deadline for Intergovernmental 
Review: September 7,1987.

Applications Available: May 27,1987.
Estimated Size o f Awards: ¿2,000,000.
Estimated Number o f A wards: 1.
Project Period: 3 years.
Application Regulations: (a) The 

Educational Media Research, 
Production, and Training Regulations, 34 
CFR Part 332; (b) the Education 
Department General Administrative

Regulations, 34 CFR Parts 74, 75, 77, 78, 
and 79; and (c) when adopted in final 
form, the Annual Funding Priority for 
this program. A notice of proposed 
annual funding priority is published in 
this issue of the Federal Register. 
Applicants should prepare their 
applications based on the proposed 
priority. If there are any changes when 
the final annual funding priority is 
published, applicants will be given the 
opportunity to amend or resubmit their 
applications.

For Applications or Information 
Contact; Dr. Malcolm J. Norwood,

Telephone: (202) 732-1177, Office of 
Special Education Programs, 
Department of Education, 400 Maryland 
Avenue, SW. (Switzer Building, Room 
3094-M/S 2313), Washington, DC 20202.

Program Authority: 20 U.S.C. 1451(a)(2), 
1452(b)(5).

Dated: May 14,1987.
Madeleine Will,
Assistant Secretary, Office of Special 
Education and Rehabilitative Service.
(FR Doc. 87-11420 Filed 5-18-87: 8:45 am] 
BILUNQ CODE 4000-01-M
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DEPARTMENT OF THE INTERIOR

Office of Surface Mining Reclamation 
and Enforcement

30 CFR Part 762

Surface Coal Mining and Reclamation 
Operations; Permanent Regulatory 
Program; Areas Unsuitable for Mining; 
Definitions of Fragile Lands and 
Historic Lands
AGENCY: Office of Surface Mining 
Reclamation and Enforcement, Interior. 
ACTION: Final rule.

SUMMARY: The Office of Surface Mining 
Reclamation and Enforcement (OSMRE) 
is amending its permanent program rule 
that defines “fragile lands” and "historic 
lands,” two types of lands that may be 
found unsuitable for certain types of 
surface coal mining operations. Both of 
these definitions, which apply throughout 
the lands unsuitable petition process, 
are being changed to eliminate the 
requirement of a finding of irreparable 
damage. These changes are being made 
in response to a settlement agreement 
resulting from litigation. In addition, the 
definition of fragile lands is being 
changed to remove buffer zones 
adjacent to areas where mining is 
prohibited, as an example of fragile 
lands, in response to comments on the 
proposed rule.
EFFECTIVE DATE: June 1 8 ,1 9 8 7 . 
a d d r e s s : Office of Surface Mining 
Reclamation and Enforcement, U.S. 
Department of the Interior, 1951 
Constitution Ayenue, NW., Washington, 
DC 20240.
FOR FURTHER INFORMATION CONTACT: 
Annetta Cheek, 202-343-7951 
(commercial or FTS).
SUPPLEMENTARY INFORMATION:
I. Background
II. Public Comments on Proposed Rule and 

Responses to Comments
III. Procedural Matters

I. Background

The Surface Mining Control and 
Reclamation Act of 1977 (SMCRA), 30 
U.S.C. 1201 et seq., sets forth the general 
regulatory requirements governing 
surface coal mining and reclamation 
operations and the surface impacts of 
underground coal mining. Section 522 of 
SMCRA, 30 U.S.C. 1272, establishes a 
process through which surface coal 
mining operations may be prohibited or 
limited under certain circumstances. 
Section 522(a)(3) establishes four 
categories of surface areas that may be 
determined unsuitable for certain types 
of surface coal mining operations, and 
specifies the criteria for making that

determination for each category. Fragile 
or historic lands are included in one of 
these categories.

In 1979, OSMRE established 
performance standards under 30 CFR 
Chapter VII of its permanent regulatory 
program in order to implement SMCRA. 
The rules at 30 CFR 762.5 defined fragile 
and historic lands; 30 CFR 762.11 
established criteria under which lands 
could be designated unsuitable for 
surface coal mining operations.

On September 14,1983 (48 FR 41312), 
the Secretary of the Interior promulgated 
rules amending OSMRE’s permanent 
regulatory program. Among other things, 
those rules revised the definitions of 
“fragile lands” and “historic lands” in 
§ 762.5 by incorporating an irreparable 
damage standard. The effect of the 
change was to require a petitioner to 
show that lands would suffer 
irreparable damage or be destroyed 
before they would be considered fragile 
or historic.

The September 14,1983, rules were 
challenged in Round III of In re: 
Permanent Surface Mining Regulation 
Litigation II, No. 79-1144 (D.D.C. 1984). 
On December 3,1984, the district court 
issued an order approving an agreement 
between the Plaintiff Citizen and 
Environmental Organizations and the 
Defendant Secretary of the Interior. The 
order withdrew from the litigation an 
issue concerning the definitions of 
“fragile lands” and “historic lands.” 

Under the terms of the agreement, the 
Secretary suspended portions of the 
definitions of “fragile lands” and 
“historic lands” in §762.5 by a Federal 
Register notice published on January 3, 
1985 (50 FR 257). The notice also stated 
that to implement the agreement 
OSMRE would propose a rule to amend 
the fragile lands and historic lands 
definitions to require only a finding of 
significant damage, in contrast to the 
1983 rule which required a finding of 
irreparable damage or destruction.

On July 25,1985, (50 FR 30408),
OSMRE proposed rulemaking to further 
implement the settlement agreement. In 
that notice, OSMRE solicited public 
comments and made provision to hold 
public hearings upon request. Comments 
were received from industry, 
government agencies, and 
environmental groups during the 70-day 
comment period. No public hearings 
were requested, and none were held.

On December 10,1986 (51 FR 44484), 
OSMRE reopened the comment period 
in order to analyze more fully the 
request of commenters on the proposed 
rule that the phrase "buffer zones 
adjacent to the boundaries of areas 
where surface coal mining operations 
are prohibited under section 552(e) of

SMCRA and Part 761 of this chapter, if 
those areas have characteristics 
requiring additional areal protection or 
if the buffer zone itself contains fragile 
resources” be removed from the list of 
examples in the definition of fragile 
lands. Comments were received from 
industry and one government agency 
during the 60-day comment period. No 
public hearings were requested, and 
none were held.
II. Public Comments on Proposed Rule 
and Response to Comments

This rule defines “fragile lands” and 
“historic lands,” two types of lands that 
may be found unsuitable for certain 
types of surface coal mining operations. 
Both of these definitions, which apply 
throughout the lands unsuitable petition 
process, are being changed to eliminate 
the requirement of a finding of 
irreparable damage. In addition, the 
definition of fragile lands is being 
changed to remove buffer zones 
adjacent to areas where mining is 
prohibited under section 522(e) of 
SMCRA and Part 761 of this chapter as 
an example of fragile lands.

Fragile lands are defined by this rule 
to include such areas as valuable 
habitats for fish or wildlife, critical 
habitats for endangered or threatened 
species of animals or plants, uncommon 
geologic formations, paleontological 
sites, National Natural Landmarks, 
areas where mining may result in 
flooding, environmental corridors 
containing a concentration of ecologic 
and esthetic features, and areas of 
recreational value due to high 
environmental quality.

Historic lands are defined by this rule 
to mean areas containing historic, 
cultural, or scientific resources. 
Examples of historic lands include 
archeological sites, properties listed on 
or eligible for listing on a State or 
National Register of Historic Places, 
National Historic Landmarks, properties 
having religious or cultural significance 
to Native Americans or religious groups, 
and properties for which historic 
designation is pending.

OSMRE is also moving the example of 
paleontological lands, previously 
included as a type of historic land, to the 
definition of fragile lands. Additionally, 
a minor wording change, from historic 
“sites” to historic “property” is being 
made. Finally, OSMRE is removing the 
concept of “significant damage” from 
the definition of historic lands.

Twenty-two comments were received 
on the proposed rule. Of these, 13 came 
from industry or from groups 
representing industry, 6 came from 
Federal agencies, 1 came from an
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environmental organization, and 2 came 
from a State historic preservation 
officer.

The comments raised several major 
issues and a number of minor ones. A 
discussion of these comments and 
OSMRE’s responses follow:
2. Inclusion o f the Concept o f 
‘'Important" Resources in the Definition

A number of commenters suggested 
that the proposed definitions of “fragile 
lands" and "historic lands” were vague, 
and that OSMRE erred in not including 
in them the concept of “important” 
resources. As OSMRE has noted 
previously in responding to comments 
on earlier versions of this rule (44 FR 
14996, March 13,1979), qualifiers 
addressing the importance of fragile and 
historic lands are included in the 
criteria for finding such lands to be 
unsuitable for surface coal mining 
operations, i.e. in 30 CFR 762.11. The 
definitions provide guidance on what 
types of resources are fragile or historic, 
not the criteria for designating lands as 
unsuitable. Section 522(a)(3)(B) of 
SMCRA authorizes the protection of 
fragile or historic lands in which surface 
coal mining operations could result in 
significant damage to important 
resources. Thus, it is more consistent 
with SMCRA to address the issue of 
importance in the rules specifying the 
criteria for determining lands unsuitable 
than in these definitions. For these 
reasons, OSMRE has not included the 
concept of importance in the final rule 
defining fragile and historic lands.
2. Inclusion o f the Concept o f Damage to 
the Resources as Part o f the Definition 
o f Fragile and Historic Lands

A number of commenters noted that it 
was illogical to include a concept of 
damage as part of the definition of 
fragile and historic lands. The 
suggestion was made that it was more 
appropriate to reserve such 
considerations for the section of the 
rules dealing with the criteria for finding 
lands unsuitable for mining.

The regulations promulgated in 1979 
(44 FR 15344, March 13,1979) included 
the concept of damage from surface coal 
mining operations in the definition of 
fragile lands, but not in the definition of 
historic lands. Revisions in 1983 (48 FR 
41351, September 14,1983) introduced 
the concept that both fragile and historic 
lands were those which could be 
damaged beyond an operator’s ability to 
repair or restore, or be destroyed by 
surface coal mining operations. This 
language was suspended under the 
terms of the settlement agreement 
resulting from In Re: Permanent Surface 
Mining Regulation Litigation II,

discussed above. The proposed rule 
included the concept of significant 
damage in the definitions of both fragile 
and historic lands.

OSMRE agrees in part that it is 
confusing to include the issue of degree 
of damage in both of the definitions. On 
the one hand, the status of historic lands 
does not depend on their potential for 
incurring significant damage. Therefore, 
this final rule does not include the 
criterion of significant damage in the 
definition of historic lands.

On the other hand, however, OSMRE 
believes that the concept of damage is 
critical to the definitions of fragile lands; 
the term “fragile” itself implies that the 
lands in question are delicate and 
subject to damage from surface coal 
mining activities. Therefore, OSMRE has 
retained the language concerning 
significant damage in the definition of 
fragile lands.

3. Inclusion o f Terms 44Important 
Resources" a n d 4Significant Damage"

A number of commenters noted that 
the terms “important resources” and 
“significant damage” were not defined 
in the rules, either in the definitions at 
§ 762.5 or in the discussion of 
unsuitability criteria at 30 CFR 762.11. 
They proposed that these terms be 
further defined in one or the other 
section of the rules.

OSMRE does not believe that it is 
appropriate to include such guidance in 
a rule that will apply to all State 
programs. Rather, it is a matter for the 
individual regulatory authorities to 
determine what specific resources are 
important and what degree of damage is 
significant. Adoption of specific 
definitions for these terms is likely to 
generate needless controversy in an 
already settled process. The concepts of 
significant damage and important 
resources have been used in the 
unsuitability petition process since 1979 
without regulatory definitions for these 
terms. The process has worked 
reasonably well and no need has been 
demonstrated for national definitions of 
these concepts.
4. Buffer Zones

Buffer zones that provide additional 
protection to areas where surface coal 
mining operations are prohibited under 
section 522(e) of SMCRA and 30 CFR 
Part 761, and buffer zones that 
themselves contain fragile resources, 
were cited as examples of fragile lands 
in the proposed definition of “fragile 
lands.” Several commenters questioned 
the legitimacy of such buffer zones, 
claiming that they were not authorized if 
not specifically required under section 
522(e). Contrary to what these

commenters claim, however, the buffer 
zone concept is authorized by SMCRA.
It was upheld by court decision in In Re: 
Permanent Surface Mining Regulation 
Litigation II, No 79-1144 (D.D.C., July 15, 
1985). This concept is based on section 
522(a)(3) of SMCRA, which states that 
an area may be designated unsuitable 
for surface coed mining operations which 
“will * * * affect fragile lands” that 
contain specified "important” resources 
that could be significantly damaged by 
such operations. Thus, operations may 
be prohibited in a buffer zone to protect 
important resources that could be 
damaged on adjacent fragile lands. 
Areas on which mining is prohibited 
under section 522(e) also can be fragile 
lands which may require such 
protection.

Other commenters stated that buffer 
zones were unnecessary and 
inappropriate examples of “fragile 
lands.” OSMRE agrees. Although buffer 
zones may be found unsuitable for 
mining to protect important resources of 
fragile lands, including those in section 
522(e) prohibited areas, buffer zones 
which do not themselves contain 
important resources are inappropriate 
examples of "fragile lands” because 
they do not meet the terms of the 
definition. Furthermore, where a buffer 
zone itself contains important fragile 
resources, its status are “fragile lands” 
is independent of its status as a buffer 
zone. Thus, an example which singles 
out such buffer zones for protection is 
unnecessary. Accordingly, all reference 
to buffer zones has been deleted from 
the rule.

Other commenters wondered why the 
proposed rule provided buffer zones 
around fragile lands, but not around 
historic lands. As explained previously, 
the final rule does not include buffer 
zones as examples of either fragile lands 
or historic lands. Nevertheless, buffer 
zones around historic lands may be 
appropriate for the same reasons as 
given in the previous discussion of 
fragile lands.

5. Paleontological Sites
Several commenters suggested that it 

is more appropriate to include 
paleontological sites under the 
definition of fragile lands, rather than 
historic lands. OSMRE agrees, and has 
moved this language accordingly. This 
change will have no effect on the 
protection afforded such lands under 
these rules.
6. Historic Property Terminology

Several commenters noted that the 
use of the term “historic sites” was 
inconsistent with common usage and
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with other Department of the Interior 
regulations. OSMRE agrees, and has 
changed the term historic "sites” too 
historic “properties.”

7. Inclusiveness o f the Term “H istoric 
Lands”

Several commenters questioned 
inclusion of properties “for which 
historic designation is pending” and 
“properties eligible for, but not listed on, 
the National Register of Historic Places” 
as historic lands. This issue was 
addressed by the district court in In R e: 
Permanent Surface Mining Regulation 
Litigation II, No. 79-1144 (D.D.C., July 
15,1985). The court agreed that the 
Secretary acted within his authority in 
including such properties under the 
definition of historic lands. The court 
noted that it is not unreasonable to 
protect lands which are in the process of 
possibly being declared historic. To do 
otherwise would run the risk of 
damaging lands before such a 
determination could be made. Therefore, 
OSMRE intends to retain these examp
les within the definition of historic 
lands. This does not mean that such 
properties must be considered 
unsuitable for mining under section 
522(a)(3) of SMCRA. Rather, it gives 
regulatory authorities the discretion to 
do so.
8. Inclusion o f  Scientific R esources as 
Both Fragile and H istoric Lands

One commenter questioned why 
scientific resources were included under 
both definitions. Such resources are 
included since both types of lands may 
contain properties important for the 
scientific information they can provide, 
such as geologic formations and 
archeological sites.

9. Probability o f H istoric Properties
One commenter suggested that the 

definition of historic lands be expanded 
to include areas likely  to contain 
historic properties, even though the 
occurrence of such properties cannot be 
demonstrated. OSMRE believes that it 
would be confusing to introduce such a 
concept into the definition of historic 
lands. The discretion to consider such 
areas as historic is best left to the 
individual regulatory authoritites, to be 
considered on a case-by-case basis.

10. Scenic Values
Two commenters suggested that 

scenic values be addressed specifically 
in the definition of fragile lands. This 
change is not necessary because scenic 
values could be protected as esthetic 
resources under one of the examples in 
the final definition of fragile lands. For

this reason, OSMRE is retaining the 
proposed language.

11. Inclusion o f Flooding in the 
Definition o f Fragile Lands

One commenter suggested that the 
inclusion of "areas where mining may 
result in flooding” in the definition of 
fragile lands exceeded OSMRE’s 
mandate. The commenter suggested that 
if the phrase were not deleted it should 
at least be modified to clarify that not 
all flooded lands would be protected, 
but only those which were fragile. 
OSMRE believes it is reasonable to 
include areas susceptible to flooding 
within the definition of fragile lands. 
Furthermore, it would be confusing to 
use the term "fragile lands” within one 
of the examples of the fragile lands 
definition. Therefore, OSMRE has 
retained the proposed language in the 
final rule. However, it should be clear 
that all lands which may be flooded are 
not automatically fragile. Rather, a 
regulatory authority would have to 
consider the nature of the resources 
within an area which might be flooded 
and whether they could be significantly 
damaged as a result of surface coal 
mining operations. Finally* a regulatory 
authority would have to apply die 
criteria in §§ 762.11 and 762.12 before 
determining that an area was unsuitable 
for mining.
12. Scope o f Definitions

Several commenters suggested that 
the list of examples of fragile and/or 
historic lands was too broad or included 
redundant items. Language suggested by 
the commenters focused on adding 
qualifiers to the definitions that would 
limit their scope. OSMRE believes that 
these commenters have failed to 
differentiate between these definitions 
and the criteria by which the regulatory 
authority determines whether an area 
such be designated unsuitable, as found 
in 30 CFR 762.11. OSMRE believes that 
the examples in the definitions provided 
useful guidance for regulatory 
authorities who must apply them to 
specific situations. The examples are 
meant to provide guidance on what 
general types of resources can be 
considered fragile or historic lands, not 
a list of areas Which can or should 
automatically be designated unsuitable. 
The district court in In Re: Permanent 
Surface Mining Regulation Litigation II, 
No. 79-1144 (D.D.C., July 15,1985), found 
that the Secretary is not restricted to 
words used in SMCRA or the legislative 
history because to do so would mean 
that the definitions could only mirror the 
statute. The court found that the 
examples were helpful to users of the 
regulations, and were not all-inclusive,

but were intended to assist States, 
petitioners and operators in interpreting 
SMCRA.
13. Promulgation o f  Rules in R esponse 
to Court D ecision

One commenter objected to OSMRE 
promulgating rules based on a court 
decision, without giving industry an 
opportunity to participate in the process. 
The availability of the proposed rule for 
public comment and the opportunity to 
request a public hearing has provided 
ample opportunity for any interested 
individual or group to participate in the 
regulatory process.
14. Coverage o f Privately Owned Lands

One commenter objected to the fact 
that privately owned, as well as publicly 
owned, lands were covered by the 
proposed rule,

SMCRA clearly was intended to 
regulate surface coal mining operations 
on private lands, and therefore OSMRE 
is obliged to cover privately owned 
lands in this rule.
15. D eletion o f  Terms “Irreparable or 
Permanent D am age“

One commenter objected to the 
change from the terms "irreparable or 
permanent damage” to "significant” 
damage. This change is consistent with 
section 522(a)(3) of SMCRA which uses 
the concept of significant damage. 
Damage does not have to be permanent 
or irreparable in every instance to be 
significant. Finally, the rule is consistent 
with the order of the district court in In 
R e: Permanent Surface Mining 
Regulation Litigation II, (D.D.C., 
December 3,1984).
16. Regulation o f Other Industries

One commenter noted that other 
industries are not required to consider 
historic or fragile lands. OSMRE is 
required to implement SMCRA, which 
includes provisions for the protection of 
such lands.
III. Procedural M atters 

Federal Paperwork Reduction Act
This rule contains no information 

collection requirements requiring 
approval by the Office of Management 
and Budget under 44 U.S.C. 3501 et seq.
Executive Order 12291 and Regulatory 
Flexibility Act

The Department of the Interior has 
determined that this document is not a 
major rule under E .0 .12291 a n d  certifies 
that it will not have a significant 
economic effect on a substantial number 
of small entities under the Regulatory 
Flexibility Act (5 U.S.C. 601 et seq ). The
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rule does not distinguish between small 
and large entities, and will make no 
change in the threshold for determining 
whether to grant a petition designating 
an area as unsuitable for surface coal 
mining operations because the lands are 
fragile or historic in nature. No 
incremental economic effects are 
anticipated as a result of the rule.

National Environmental Policy Act
OSMRE has prepared an 

environmental assessment (EA) on this 
final rule and has made a finding that it 
would not have a significant impact on 
the quality of the human environmental 
under section 102(2)(C) of the National 
Environmental Policy Act of 1969, 42 
U.S.C. 4332(2)(C). The EA and the 
finding of no significant impact are on 
file in the OSMRE Administrative 
Record at the Office of Surface Mining 
Reclamation and Enforcement, U.S. 
Department of the Interior, 1100 L St. 
NW„ Room 5131, Washington, DC 20240.
Author

The author of this final rule is Annetta 
L. Cheek, Division of Permit and 
Environmental Analysis, Office of 
Surface Mining Reclamation and 
Enforcement, U.S. Department of the

Interior, 1951 Constitution Avenue NW., 
Washington, DC 20240. Telephone: 202- 
343-7951.

List of Subjects in 30 CFR Part 762

Historic preservation, Surface mining, 
Underground mining, Wildlife refuges.

For the reasons set out in this 
preamble, 30 CFR Part 762 is amended 
as set forth below.

Dated: April 28.1987.
}. Steven Griles,
Assistant Secretary fo r Land and M inerals ' 
Management.

PART 762—CRITERIA FOR 
DESIGNATING AREAS AS 
UNSUITABLE FOR SURFACE COAL 
MINING OPERATIONS

1. The authority citation for Part 762 is 
required to read as follows:

Authority: Pub. L. 95-87 (30 U.S.C. 1201 et 
seq.).

2. In § 762.5, the definitions of “fragile 
lands” and “historic lands” are revised 
to read as follows:

§ 7 6 2 .$  Definitions.

For purposes of this part:

Fragile lands means areas containing 
natural, ecologic, scientific, or esthetic 
resources that could be significantly 
damaged by surface coal mining 
operations. Examples of fragile lands 
include valuable habitats for fish or 
wildlife, critical habitats for endangered 
or threatened species of animals or 
plants, uncommon geologic formation?, 
paleontological sites, National Natural 
Landmarks, areas where mining may 
result in flooding, environmental 
corridors containing a concentration of 

, ecologic and esthetic features, and areas 
of recreational value due to high 
environmental quality.

Historic lands means areas containing 
historic, cultural, or scientific resources. 
Examples of historic lands include 
archeological sites, properties listed on 
or eligible for listing on a State or 
National Register of Historic Places, 
National Historic Landmarks, properties 
having religious or cultural significance 
to Native Americans or religious groups, 
and properties for which historic 
designation is pending.
'*  *  *
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DEPARTMENT OF DEFENSE

Department of the Army

Privacy Act of 1974; Amendments to 
Systems of Records Notice
a g e n c y : Department of the Army, DOD. 
a c t io n : Notice of amendments to 
systems of records.

SUMMARY: The Army proposes to amend 
forty eight notices for systems of records 
subject to the Privacy Act of 1974. The 
specific changes to the notices being 
amended are set forth below followed 
by the system notices, as amended, 
published in their entirety. 
d a t e : This proposed action will be 
effective without further notice on June 
18,1987, unless comments are received 
which would result in a contrary 
determination.
a d d r e s s : Send comments to the system 
manager identified in the system notice. 
FOR FURTHER INFORMATION CONTACT:
Mr. Cliff Jones, A S-O PS-R I, Room 1138, 
Hoffman Building I, Alexandria, VA 
22331-0301. Telephone: (202) 325-6044, 
Autovon 221-6044.
SUPPLEMENTARY INFORMATION: The 
Army’s systems of records notices 
inventory to the Privacy Act of 1974 (5 
U.S.C. 552a), as amended, have been 
published to date in the Federal Register 
as follows:
FR Doc. 85-10237 (50 FR 22090) May 29.1985 

(Compilation)
FR Doc. 86-14667 (51 FR 23576) June 30,1986 
FR Doc. 86-19534 (51 FR 30900) August 29, 

1986
FR Doc. 86-25274 (51 FR 40479) November 7. 

1986
FR Doc. 87-8140 (52 FR 11847) April 13,1987 

The proposed amendment is not 
within the purview of the provisions of 5 
U.S.C. 552(o) which requires the 
submission of an altered system report.
Linda M. Lawson,
Alternate OSD Federal Register Liaison 
Officer, Department o f Defense.
May 14,1987.

AMENDMENTS 
A0102.03DAAG 
System Name:

Personnel Locator/Organizational 
Roster/Telephone Directory, 50 FR 
22111, May 29,1985.

Changes:
Line 1 change “A0102.03DAAG’’ to 

“A0102.03DAIM”.

System Location:
Lines 9,10, and 11 change “Official 

mailing addresses are in the 
organizational directory in the appendix

to Army system notices (48 FR 25773, 
June 1983)“ to “Official mailing 
addresses are contained in the 
compilation of the Army’s system 
notices”.

Authority for Maintenance of the 
System:

Line 25 add "E.O. 9397".

Routine Uses o f Records Maintained in 
the System, Including Categories o f 
Users and the Purpose o f Such Uses:

Lines 32 and 33 change "See blanket 
routine uses at 48 FR 25503, June 6,1983” 
to “See ‘Blanket Routine Uses’ set forth 
at the beginning of the Army’s listing of 
record system notices”.

Storage:
Line 39 add “or other computer 

media”.
Retrievability:

Lines 40 and 41 change "By 
individual’s surname” to “By 
individual’s surname and SSN”.

Lines 74 and 75 change “Systems 
exempted from certain provisions o f the 
Act” to “Exemptions claim ed for the 
system”.
A0305.05aDACA 

System Name:
Travel Payment System, 50 FR 22119, 

May 29,1985.

Changes:
Authority for Maintenance of the 
System:

Line 21 add “E.O. 9397“. 
Retrievability:

Lines 44 and 45 change “By 
individual’s surname and/or SSN.” to 
"By individual’s SSN”.

Line 63 and 75 change to read 
“Records of travel payments are 
retained for 3 years following settlement 
at installation making current payments. 
Military member’s record of outstanding 
advance payments is transferred to new 
servicing finance office upon permanent 
change of station or to the U.S. Army 
Finance and Accounting Center upon 
death or separation from active duty. 
Civilian employee’s record of 
outstanding advance payments is 
transferred to new servicing finance 
office upon reassignment. Military and 
civilian records of travel payments for 
settled travel claims are destroyed by 
the old duty station 3 years following 
separation or transfer. Records for 
individuals performing invitational 
travel are destroyed 1 year from date of 
final payment.

System Manager(s) and Address:
Lines 77 and 78 change “Comptroller 

of the Army, The Pentagon, Washington, 
DC 20310.” to “Comptroller of the Army, 
Headquarters, Department of the Army, 
The Pentagon, Washington, DC 20310.”
Notification Procedure:

Lines 86 and 87 change "ATTN: 
FINCR, Indianapolis, IN 46249.” to 
“ATTN: DACA-FAZ-S, Indianapolis, IN 
46249-0526.

Lines 106 and 107 change “Systems 
exempted from certain provisions o f the 
Act” to “Exemptions claim ed for the 
system".
A0305.10bDACA
System Name:

Joint Uniform Military Pay System- 
Reserve Components-Army, 50 FR 22121 
May 29,1985.

Changes:
Authority for Maintenance of the 
System:

Line 19 change “et seq.” to “et. seq” 
and add “E.O. 9397”.
Routine Uses o f Records Maintained in 
the System, Including Categories o f 
Users and the Purpose o f Such Uses:

Lines 51 and 52 “(7) Disclosure to 
consumer reporting agencies.”

Notification Procedure:
Line 102 change “of San Francisco, 

CA.” to “of San Francisco, CA; Ft. 
McCoy, WI; Ft. Douglas, UT.”

Lines 127 an 128 change “Systems 
exempted from certain provisions o f the 
Act” to “Exemptions claim ed for the 
system”.
A0305.10dDACA 

System Name:
Health Professions Scholarship 

Program, 50 FR 22123, May 29,1985.

Changes:
System Location:

Line 5 change "Denver, CO 80240.” to 
"Aurora, CO 80045-5001.”
Authority for Maintenance o f the 
System:

Line 31 add “E.O. 9397”.

Notification Procedure:
Line 80 change "Denver, CO 80240” to 

“Aurora, CO 80045-5001”.
Lines 101 an 102 change “Systems 

exempted from certain provisions o f the 
Act” to “Exemptions claim ed for the 
system”.
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A0305.11DAPE 
System Name:

USMA Cadet Account System, 50 FR 
22124, May 29,1985.

Changes:
System Name:

Lines 1 and 2 change “USMA Cadet 
Pay and Accounts System” to “USMA 
Cadet Account System”.

System Location:
Line 4 change "10996” to “10998- 

1783”.

Categories o f Records in the System:
Lines 9 through 14 change to read: 

Monthly deposit listings of Corps of 
Cadet members showing entitlements 
and activity pertaining to funds held in 
trust by the USMA Treasurer.

Authority for  Maintenance o f  the 
System:

Line 19 add “E.O .9397”,
Purpose(s):

Lines 20 through 28 change to read: To 
compute deposits and charges to cadet 
account to include: Barber, laundry/dry 
cleaning charges; advance pay, and 
funds deposited with Treasurer, USMA 
to be held in trust to pay for required 
uniforms, books, and equipment.

Routine Uses o f Records Maintained in 
the System, Including Categories o f 
Users and the Purposes o f Such Uses:

Lines 32 through 56 change to read:
(1) Treasurer, USMA: To record and 

provide taxable interest data to 
individual cadet and Internal Revenue 
Service. To control and monitor 
charges/credits to the cadet account. To 
record deposits to the cadet account and 
to maintain records of financial 
institutions for direct deposit purposes.

(2) Disclosure to consumer reporting 
agencies: Disclosure pursuant to 5 U.S.C. 
552a(b) may be made from this system
to consumer reporting agencies as 
defined in the Fair Credit Reporting Act 
(15 U.S.C. 1681a(f}) or the Federal 
Claims Collection Act of 1966 (31 U.S.C. 
3701(a)(3)).

Retrievability:
Line 62 change “By Cadet number" to 

By Cadet account number”.
Retention and Disposal:

tines 70 through 80 change to read: 
Duplicate account statements are 
retained locally for one year after cadets 
graduation and then destroyed by 
shredding. Informaion in automated 
toedia is retained for one thru three 
m°nth8, except that annual interest

tapes are retained for one year before 
being erased.

System Manager(s) and Address:
Line 83 Change “10996” to “10996- 

1738”.

Notification Procedure:
Lines 84 through 91 change to read: 

Requests from individuals may be 
submitted to the U.S. Military Academy, 
Treasurer, West Point, NY 10996-1783; 
telephone 914/938-3516. Individual 
should provide full name, Cadet account 
number, SSN, graduating class year, 
current address and telephone number, 
and signature.
Record Access Procedures:

Lines 96 and 97 change "Finance and 
Accounting Officer,” to ‘Treasurer,”.

Lines 111 and 112 change “Systems 
exempted from certain provisions o f the 
Act" to “Exemptions claim ed for the 
system ”

A0306.01DACA 
System Name:

Civilian Employee Pay System, 50 FR 
22124, May 29,1985.

Changes:
Authority for  Maintenance o f the 
System:

Line 33 add “E.O. 9397”.
Routine Uses o f Records Maintained in 
the System, Including Categories o f 
Users and the Purposes o f Such Uses:

Line 62 change “Consumer reporting 
agencies” to "  'consumer reporting 
agencies' ”.
Retention and Disposal:

Line 86 change “pay” to “retirement”. 
Notification Procedure:

Line 124 change “Accounting Offices,” 
to “Accounting Offices worldwide,” 

Lines 145 and 146 change “System 
exempted from certain provisions o f the 
Act” to "Exemptions claim ed for the 
system ”.
A0306.20DACA 

System Name:
Military and Civilian Waiver Files, 50 

FR 22126, May 29,1985.

Changes:
Categories o f Individuals covered by the 
system:

Line 10  change "of p ay  and  
allow ances.” to “of pay and allow ances, 
travel, transportation, and relocation  
allow ances."

Authority for Maintenance o f the 
System:

Line 19 add “E.O. 0397”.

Retention and Disposal:
Lines 38 and 39 change “Records are 

retained until waiver is approved/ 
denied.” to “Records are retained for 6 
years after waiver is approved/denied."

Lines 62 and 63 change “Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system ”.
A0314.09DACA 
System Name:

Nonappropriated Fund Accounts 
Receivable System, 50 FR 22128, May 29, 
1985.

Changes:
Routine Uses o f Records Maintained in 
the System, Including Categories o f 
Users and the Purposes o f Such Uses:

Lines 54 and 55 change “at 48 FR 
25503, June 6,1983” to “set forth at the 
beginning of the Army’s listing of record 
system notices".

Line 56 and 57 delete “(2) Disclosure 
to consumer reporting agencies."

Line 58 change “(3)” to “(2)".
System Managerfs) and Address:

Lines 79, 80, and 81 change 
“Commander, US Army Finance and 
Accounting Center, Indianapolis, IN 
46249" to “Assistant Comptroller of the 
Army for Finance and Accounting, 
ATTN: DACA-FAP-N, STOP 66, 
Indianapolis, IN 46249-1056”.

Lines 101 and 102 change "Systems 
exempted from certain provisions o f the 
Act" to “Exemptions claim ed for the 
system ".
A0403.01DAJA
System Name:

U.S. Army Claims Service 
Management Information System, 50 FR 
22136, May 29,1985.
Changes:
System Location:

Lines 4, 5, and 6 change “US Army 
Claims Service, Office of The Judge 
Advocate General, Ft Meade, MD 20755- 
5360" to “JACS-Z, Ft Meade, MD 20755- 
5360”.

Authority for Maintenance o f the 
System:

Line 30 add “E.O. 9397”.
Lines 130 and 131 change “Systems 

exempted from certain provisions o f the 
Act” to "Exemptions claim ed for the 
system ”.
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A0403.06DAJA 

System Name:
Tort Claim Files, 50 FR 22137, May 29,

1985.

Changes:
System Location:

Lines 3,4, 5, and 6 change “Office of 
The Judge Advocate General, 
Headquarters, Department of the Army, 
The Pentagon, Washington, DC 20310- 
2210“ to “HQDA(DAJA-LT), The 
Pentagon, Washington DC 20310-2210”.

Lines 78 and 79 change “Systems 
exempted from certain provisions o f the 
Act ” to “Exemptions claim ed for the 
system".
A0403.16DAJA

System Name:
Army Property Claim Files, 50 FR 

22138, May 29,1985.

Changes:
System Location:

Lines 3,4, 5, and 6 change “The Judge 
Advocate General, Headquarters, 
Department of the Army, The Pentagon, 
Washington, DC 20310-2210” to 
“HQDA(DAJA-LT), The Pentagon, 
Washington, DC 20310-2210”.

Lines 81 and 82 change "Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0403.17DAJA

System Name:
Medical Expense Claim Files, 50 FR 

22138, May 29,1985.

Changes:
System Location:

Lines 6,7, and 8 change "The Judge 
Advocate General’s Office, HQDA, 
Washington, DC 20310-2210” to 
HQDA(DAJA-LT), The Pentagon, 
Washington, DC 20310-2210”.

Lines 89 and 90 change "Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0406.08DAJA 

System Name:
Patent, Copyright, Trademark, and 

Proprietary Data Files, 50 FR 22141, May
29,1985.
Changes:
System Location:

Lines 5, 6, 7, and 8 change “(1) 
Primary: Headquarters, Department of 
the Army, Office of The Judge Advocate 
General. The Pentagon, Washington, DC

20310” to “(1) Primary: JALS-PC, Nassif 
Building, Falls Church, VA 22041-5013”.

Lines 13 and 14 delete “(See 48 FR 
25773, June 6,1983.)”
Notification Procedure:

Lines 99 and 100 change “write to the 
System Manager, ATTN: DAJA-IP,” to 
“write to system location,"

Lines 120 and 121 change "Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0501.10DAM I

System Name:
Counterintelligence Research File 

System (CIRFS), 50 FR 22147, May 29,
1985.
Changes:
System Location:

Lines 4, 5, 6, 7, 8, and 9 change to read: 
Counterintelligence and Security 
Division, Assistant Chief of Staff for 
Intelligence, Department of the Army, 
the Pentagon, Washington, DC 20310.

Notification Procedure:
Line 64 delete “Deputy”.

Record Access Procedures:
Line 70 delete “Deputy”.
Lines 90 and 91 c h a n g e Systems 

exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system ".
A0502.03aDAM I

System Name:
Intelligence Collection Files, 50 FR 

22148, May 29,1985.

Changes:
Notification Procedure:

Line 74 delete "Deputy”.
Record Access Procedures:

Line 80 delete “Deputy”.
Lines 101 and 102 change "System 

exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0502.03bDAM I

System Name:
Technical Surveillance Index, 50 FR 

22148, May 29,1985.

Changes:
Notification Procedure:

Line 61 change “202/695-4474” to 
“(202) 697-7993”

Lines 74 and 75 change "Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".

A0502.08DAMI 

System Name:
Badge and Credential Files, 50 FR 

22149, May 29,1985.

Changes:
Notification Procedure:

Line 66 delete "Deputy”

Record Access Procedures:
Line 71 delete “Deputy”
Lines 89 and 90 change "System 

exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0502.10aDAM I 

System Name:
USAINSCOM Investigative Files 

System, 50 FR 22150, May 29,1985.

Changes:
Notification Procedure:

Line 370 delete “Deputy”

Authority for Maintenance o f the 
System:

Line 180 add "Executive Order 9397” 

Record Access Procedures:
Line 375 delete "Deputy"
Lines 425 and 426 change 'System 

exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0503.03aDAM I 

System Name:
Department of the Army Operational 

Support Activities Files, 50 FR 22152, 
May 29,1985.

Changes:
Notification Procedure:

Line 64 delete “Deputy”.

Record Access Procedures:
Line 70 delete "Deputy”.
Lines 90 and 91 change "Systems 

exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0503.06aDAM I 

System Name:
Counterintelligence Operations Files, 

50 FR 22153, May 29,1985.

Changes:
Authority for Maintenance o f the 
System:

Line 71 add “E .0 .9397”
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Notification Procedure:
Lines 151,152, and 513 change 

“Assistant Chief of Staff for Intelligence, 
Department of the Army, Washington, 
DC 20310” to “Commander, U.S. Army 
Intelligence and Security Command, 
ATTN: IACSF-FI, Ft Meade, MD 20755; 
telephone: (301) 677-4742/3”.
Record Access Procedures:

Lines 155,156, and 157 change 
“Assistant Chief of Staff for Intelligence, 
Department of the Army, Washington, 
DC 20310” to “Commander, U.S. Army 
Intelligence and Security Command, 
ATTN: IACSF-FI, Ft Meade, MD 20755”.

Lines 172 and 173 change “Systems 
exempted from certain provisions o f the 
Act” to “Exemptions claim ed for the 
system”.
A0609.02DAAG
System Name:

Army Nuclear Test Personnel Review 
Program (ANTPR), 50 FR 22167, May 29, 
1985.

Changes:,
System Location:

Lines 9 and 10 change “205 S. Whiting 
Street, Alexandria, VA 22304" to “1608 
Spring Hill Road, Vienna, VA 22180- 
2270".

Authority for Maintenance o f the 
System:

Line 33 add “E.O. 9397”, Lines 107 and 
108 change "Systems exempted from  
certain provisions o f the Act” to 
“Exemptions claim ed for the system”.
A0614.01NGB

System Name:
Equal Opportunity Investigative Files, 

50 FR 22168, May 29,1985.

Changes:
System Location:

Lines 3, 4, and 5 change “National 
Guard Bureau, Office of Minority 
Affairs, 5611 Columbia Pike, Falls 
Church; VA 22041“ to “Office of Human 
Resources (Field Operating Activity) 
HRA-FOA, 5600 Columbia Pike, Falls 
Church, VA 22041-51257

System Manager(s) and Address:
Lines 48, 49, and 50 change “Chief, 

National Guard Bureau, The Pentagon, 
Washington, DC 20310” to “Office of 
Human Resources (Field Operating 
Activity) HRA-FOA, 5600 Columbia 
Pike, Falls Church, VA 22041-5125“.

Notification Procedure:
Lines 55, 56, and 57 change "ATTN: 

Office of Minority Affairs, Nassif

Building, 5611 Columbia Pike, Falls 
Church, VA 22041” to “Office of Human 
Resources (Field Operating Activity) 
HRA-FOA, 5600 Columbia Pike, Falls 
Church, VA 22041-5125”.

A0704.10bUSMEPCOM
System Name:

ASVAB Student Test Scoring and 
Reporting System, 50 FR 22176, May 29, 
1985.

Changes:
Line 1 change “A0704.10bMEPCOM” 

to “A0704.10bUSMEPCOM”.
Lines 2 and 3 change "ASVAB 

Institutional Test Scoring and Reporting 
System” to “ASVAB Student Test 
Scoring and Reporting System”.
System Location:

Lines 5, 6, 7, and 8 change “Military 
Enlistment Processing Command, Ft 
Sheridan, IL 60037. Segments exist at 
Military Entrance Processing Stations,” 
to “U.S. Military Entrance Processing 
Command, 2500 Green Bay Road, North 
Chicago, IL 60064-3094. Segments exist 
at Military Entrance Processing Stations 
(MEPS),”.

Categories o f Individuals Covered by 
the System:

Line 18 change “institutional” to 
“student”.

Categories o f Records in the System:
Line 27 change “12 ASVAB tests” to 

"10 ASVAB subtests”.

Authority fo r  Maintenance o f the 
System:

Line 30 add “E.O. 9397”.

Policies and Practices for Storing, 
Retrieving, Accessing, retaining, and 
Disposing o f Records in the System:
Storage:

Lines 47 and 48 change “Microfiche, 
optical mark, sense cards, computer 
magnetic tapes.” to “Microfiche, optical 
mark sense answer sheets, computer 
magnetic tapes.”
Retrievability:

Line 49 change “By individual’s 
name.” to “By individual’s name and 
Social Security Number (SSN).”

Retention and Disposal:
Lines 57, 58, and 59 change “Records 

are maintained for two years from the 
date the ASVAB is administered." to 
“Records are maintained 2 years from 
the date the Armed Services Vocational 
Aptitude Battery (ASVAB) is 
administered.“

System Manager(s) and Address:
Lines 67, 68, and 69 change 

"Commander, U.S. Military Enlistment 
Processing Command, Ft. Sheridan, IL 
60037.” to “Commander, U.S. Military 
Entrance Processing Command, 2500 
Green Bay Road, North Chicago, IL 
60064-3094.”

Notification Procedure:
Lines 70 and 71 change “Information 

may be obtained from the System 
Manager.” to “Information may be 
obtained from the Military Entrance 
Processing Stations (MEPS).”
Record Access Procedures:

Lines 77 and 78 change “System 
Manager” to “MEPS” Lines 87 and 88 
change “System exempted from certain 
provisions o f the Act” to “Exemptions 
claim ed for the system”.
A0708.02cDAPC
System Name:

Officer Personnel Management 
Information System (OPMIS), 50 FR 
22185, May 29,1985.
Changes:
Categories o f Records in the System:

Change lines 16 through 96 to read:
(1) Officer Master File (OMF) contains 

name, SSN, grade and date to rank, 
appointment and service agreement, 
service data and date, promotion, 
assignment, qualifications, specialties, 
efficiency, education and training, 
occupation, language, career pattern, 
awards and badges, physical location, 
separation, retirement, date and place of 
birth, race, religion, ethnic group 
dependents, sex, citizenship, marital 
status, and mailing address.

(2) Management Accession 
Information System (AMIS) contains 
selected information for the OMF, date 
of entry on active duty, personal 
demographic date, and assignment 
information.

(3) Assignments and Training 
Selection for ROTC graduates contains 
selected information from the OMF, the 
cadet’s preference statement for 
specialty (branch), duty and initial 
training; Reserve Forces duty or delay 
selection, Regular Army selection, and 
branch selection.

(4) Officer Evaluation Reporting 
System (OERS) contains selected 
information from the OMF; selection 
board status; OER suspense indicator 
for action being taken to obtain missing 
or erroneous OER; selected information 
for each of the last ten OERs; and the 
name, SSN, and rating history of each 
individual, military and civilian, who
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has served as the senior rating official 
for an active duty Army officer.

(5) Officer Distribution and 
Assignment System (ODAS) contains 
selected information from the OMF, 
projected assignment information for 
officers and warrant officers who are 
being reassigned.

(6) Reserve Officer Training Corps 
(ROTC) Instructor File contains selected 
information from the OMF and the 
following information pertaining to 
ROTC instructors: ROTC detachment, 
duty station, date assigned to ROTC 
detachment, date projected to be 
reassigned.

(7) Officer Civil Schools Management 
Information System (CSMIS) contains 
the following selected information from 
the OMF and the following information 
concerning officer and warrant officer 
personnel participating or who have 
participated in the Army sponsored 
degree completion program: school 
attended, start and complefidh dates, 
degree level and discipline, and Army 
Education Requirements Board (AERB) 
positions.

(8) Army Education Requirements 
Board (AERB) File contains selected 
information from the OMF for officer 
and warrant officer personnel who are 
serving or are projected to serve in an 
AERB approved position requiring 
graduate level education.

(9) USMA Potential Instructor File 
contains selected information from the 
OMF and the following information 
pertaining to previous, currenti and 
potential instructors for the United 
States Military Academy (USMA) 
teaching staff: academic department and 
projected availability for USMA 
instructor duty. ,
Authority for Maintenance o f the 
System:

Line 99 add “E .0 .9397”.
Policies and Practices for Storing, 
Retrieving, Accessing, Retaining, and 
Disposing o f Records in the System:
Retention and Disposal:

Line 146 change “OASIS” to "AMIS”.
Lines 187 and 188 change “Systems 

exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0708.05DAPC 

System Name:
Emergency Data Files, 50 FR 22187, 

May 29,1985.
Changes:
System Location:

Line 6 change "DA Form 41” to "DD 
Form 93”.

Categories o f Records in the System:
Line 12 change "DA Form 41” to "DD 

Form 93”.
A uthority for Maintenance o f the 
System: .

Line 22 add " E .0 .9397”. v

Notification Procedure:
Line 63 change "(DAPG-PEZ-A)” to 

"(DAPC-PE-SI)”.
Contesting Record Procedures:

Lines 66 through 70 to read: "The 
Army’s rules for access to records and 
for contesting contents and appealing 
initial determinations are contained in 
Army Regulation 340-21 (32 CFR Part 
505)”.

Lines 80 arid 81 change'"Systems 
exempted from certain provisions o f  the 
Act" to "Exemptions claim ed for. the 
system".
A0708.18DAPC

System Name: J  ; V • • . • •
Line of Duty Investigations, 50 FR 

22190, May 29,1985.

Changes:
Categories o f Individuals Co vered by 
the System:

Lines 5,6, and 7 change to read: 
"Service members who have been 
injured, are diseased, or deceased”.
Categories o f Records in the System:

Line 16 change period to comma after 
"instruments” and add “and action on 
appeals”.
Authority for Maintenance o f the 
System: ' /* * ;  _

Line 19 add " E .0 .9397”.

Purpose(s):
Lines 20 through 23 change to read: 

"To review facts and circumstances of 
service member’s injury and render 
decision having the effect of approving/ 
denying certain military benefits, pay 
and allowances”.
System Manager(s) and Address:

Line 52 change "22332" to "22332- 
0400”.
Notification Procedure:

Line 59 change "DAPC-PAR-R” to 
"DAPC-MSR-R”.

Lines 61 through 65 change “c. 
Commander, U.S. Army Reserve 
Components Personnel and 
Administration Center, 9700 Page 
Boulevard, St. Louis, MO 63132 (for 
Army reserve personnel);” to “c. 
Commander, Army Personriel Center,

9700 Page Boulevard, St. Louis, MO 
63132 (for Army reserve personnel);” 

Line 69 add "e. National Guard 
Bureau, 5611 Coluiribia Pike, Falls 
Church, VA 22041 (for full-time National 
Guard Duty under Title 32, U.S.C., those 
in federalized status, or those attending 
active Army service school).”
Contesting Record Procedures:

Line 81 add “Appeals of 
determinations by authority of the 
Secretary of the Army are governed by 
AR 600-8-1; Collateral review of decided 
cases is limited to questions of 
completeness of the records of such 
determinations.”
Record Source Categories:

Lines 82 through 85 change to read: 
"From the applicarit, medical records, 
DA Form 2173, service member’s 
commander, official Army records and 
reports, witness statement».”

Lines 86 and 87 change "Systems 
exempted from certain provisions o f the 
Act” to "Exemptions claim ed for the 
system".
A0708.20DARC 
System Name:

Philippine Army Files, 50 FR 22191. 
May 29,1985.
Changes:
System Location:

Lines 3, 4, and 5 change "US Army 
Reserve Component» Personnel and 
Administration Center” to "U.S. Army 
Reserve Persorinel Ceriter”.
System Manager(s) and Address:

Lines 68, 69, and 70 change 
"Commander, US Army Reserve 
Components Personnel and 
Administration Center” to “Commander, 
U.S. Army Reserve Personnel Center”.

Notification Procedure:
Line 76 change "ATTN: DARG-PSE- 

AP” to "ATTN: DARP-PAS-EAP”.
Lines 97 and 98 change "Systems 

exempted from certain provisions o f the 
Act” to "Exemptions claim ed for the 
system".
A0709.03DPE 

System Name:
U.S, Military Academy Persorinel 

Cadet Records, 50 FR 22193, May 29, 
1985.
Changes:
System Location:

Line 5 change “10996” to “10996- 
5000”.



Federal Register /  Vot. 52, No. 96 / Tuesday, M ay 19, 1987 / Notices 18803

Authority for  Maintenance o f the 
System:

Line 25 add uE .0 .9397”.
Safeguards:

Lines 45 and 46 change “cabinets in 
locked rooms" to “cabinets and/or in 
locked rooms”.

Rentention and Disposal:
Line 51 add “Microfilmed records 

maintained by USMA are Permanent; 
hardcopy files are destroyed after being 
microfilmed”.

System M anagers) and Address:
Line 54 change “10996” to “10996- 

5000”.

Record Access Procedures:
Line 62 delete “or Cadet number”. 
Line 77 and 78 change "Systems 

exempted from certain provisions o f the 
act" to "Exemptions claim ed for the 
system"
A0710.02DAJA
System Name:

JAGC Reserve Components Personnel 
Records, 50 FR 22194, May 29,1985.
Changes:
System Location:

Lines 4, 5,6, and 7 change "The Judge 
Advocate General’s School, US Army, 
Charlottesville, VA 22901; Computer 
Center, University of Virginia 22901” to 
JAFS-ZA, 600 Massey Street, 
Charlottesville, VA 22903-1781”.
Authority for  Maintenance o f the 
System:

Line 30 add “E.O .9397".
Lines 93 and 94 change "Systems 

exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0710.08DAAR
System Name:

Career Management Files of Dual 
Component Personnel, 50 FR 22194, May
29,1985.

Changes:
System Location:

Lines 4, 5, and 6 change “US Army, 
Reserve Components Personnel and 
Administration Center” to “U.S. Army 
Reserve Personnel Center".

Authority for  Maintenance o f the 
System:

Line 23 add “E.O. 9397".
Purposefsj:

Lines 28 and 27 change "military 
education that needs for completed to

be eligibility" to “military education that 
needs to be completed for eligibility”.

Policies and Practices for Storing, 
Retrieving, Accessing, Retaining, and 
Disposing o f Records in the System:
Rentention and Disposal:

Lines 51,52, and 53 change "US Army 
Reserve Components Personnel and 
Administration Center” to “U.S. Army 
Reserve Personnel Center”.

System ManagerfsJ and Address:
Lines 57 and 58 change "US Army 

Reserve Components Personnel and 
Administration Center” to “U.S. Army 
Reserve Personnel Center".

Notification procedure:
Lines 62 and 63 change "ATTN: 

Personnel Management and Training 
Division" to “ATTN: D ARP-M OB-SD".

Lines 78 and 79 change “Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A071Q.09DAAG 

System Name:
Personnel Management/Action 

Officer Files, 50 FR 22195, May 29,1985.

Changes:
System Location:

Lines 4, 5, 6, and 7 change “US Army 
Reserve Components Personnel and 
Administration Center, 9700 Page 
Boulevard, St. Louis, MO 63132” to "U.S. 
Army Reserve Personnel Center, 9700 
Page Boulevard, St. Louis, MO 63132- 
5200”.

Categories o f Records in the System:
Lines 20 and 21 delete “application for 

active duty”. Lines 25 and 26 delete 
“selection/nonselection for promotion”.

System Manager(s) and Address:
Lines 73, 74, and 75 change 

“Commander, US Army Reserve 
Components Personnel and 
Administration Center, 9700 Page 
Boulevard, St. Louis, MO 63132” to 
“Commander, U.S. Army Reserve 
Personnel Center, 9700 Page Boulevard, 
St. Louis, MO 63132-5200”.

Notification Procedure:
Line 80 change “ATTN: AGUZ-RCPD” 

to “ATTN: DARP-IMG-F”.
Lines 95 and 96 change "Systems 

exempted from certain provisions o f  the 
Act" to “Exemptions claim ed for the 
system".

A0722.02DACH 

System Name:
Baptism, Marriage, and Funeral Files, 

50 FR 22202, May 29,1985.

Changes:
System Location:

Line 5 change “General Services 
Administration" to “National Archives 
and Records Administration".

Routine Uses o f Records Maintained in 
the System, Including Categories o f 
Users and the Purpose o f Such Uses:

Lines 28 and 29 change “See 'Blanket 
Routine Uses’ at 48 FR 25503, June 6, 
1983” to “See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices”.

System, ManagerfsJ and Address:
Lines 50 and 51 change ‘The 

Pentagon, Washington, DC 20310” to 
“Washington, DC 20310-2700”.

Notification Procedure:
Lines 53, 54, and 55 change “System 

Manager, ATTN: DACH-AMW, Room 
IE-417, The Pentagon, Washington, DC 
20310” to "Office, Chief of Chaplains, 
Headquarters, Department of the Army, 
ATTN: DACH-IMW, Washington, DC 
20310-2700".

Lines 78 and 79 change "Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0722.05DACH

System Name:
Chaplain Counseling/Interview Files, 

50 FR 22203, May 29,1985.

Changes:
System Location:

Lines 4, 5, and 6 change “official 
addresses are contained in the directory 
at the end of the Army inventory of 
record system notices."

Systems ManagerfsJ and Address:
Lines 39 and 40 change ‘The 

Pentagon, Washington, DC 20310" to 
"Washington, DC 20310-2700”.

Lines 60 and 61 change "System 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A0722.06DACH 

System Name:
Religious Census, Education, and 

Registration Files, 50 FR 22203, May 29. 
1985.
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Changes.
System Location:

Lines 5, 6, and 7 change “official 
addresses are contained in the directory 
following the Army inventory of System 
Notices at 48 FR 25773, June 6,1983” to 
“official addresses are contained in the 
directory at the end of the Army 
inventory of record system notices.”

Routine Uses o f Records Maintained in 
the System, Including Categories o f 
Users and the Purpose o f Such Uses:

Lines 29 and 30 change “See ‘Blank 
Routine Uses’ at 48 FR 25503, June 6, 
1983” to “See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices”.
System Manager(s) and Address:

Lines 48 and 49 change "The.
Pentagon, Washington1, DC 20310” to 
“Washington, DC 20310-2700”.

Lines 63 and 64. change “Systems 
exempted from certain provisions o f the 
Act” to “Exemptions claim ed for the 
system  ”.

A0726.06DAPC 

System Name:
Casualty Information System (CISJ, 50 

FR 22207, May 29,1985;
Changes:
System Location:

Lines 5 through 10 eliminate the 
sentence: “A manual segment of this 
system pertaining to Army reserve 
members not on active duty exists at the 
US Army Reserve Components 
Personnel and Administration Center;
St. Louis, MO 63132”.
Catégories o f Records in thé System:  

Lines 22 and 23 rfiange "death; and 
documents pertaining to Serviceman’s 
Group Life Insurance”, to “death”. 
Eliminate the words: "and documents 
pertaining to Serviceman’s Group Life 
Insurance”.
Authority for Maintenance o f the 
System:

Line 26 add “E.O. 9397”,

Purposefs): , ,

Lines 27 through 30 change to read:
“To respond to inquiries; to> provide 
statistical data comprising type, number, 
place and cause of casualty/death of 
Army members”.
Policies and Practices for Storing, 
Retrieving, Accessing, Retaining, and 
Disposing o f Records in the System:

Liné 40 eliminate the word "Punch 
cards”. Should read aâ follows:

Storage:
Magnetic tapes, computer printouts, 

paper records in file cabinets.
Lines 42 and 43 change to read:

Retrievability:
By individual’s name and/or SSN or 

any other data elem ent

Notification Procedure:
Line 58 change "the System Manager’  ̂

to “HQDA (DAPC-E-SI), 200 Stovall 
Street, Alexandria, VA 22332, telephone: 
202-325-0719”.

Lines 73 and 74 change “Systems 
exempted from, certain provisions o f the 
Act“ to “Exemptions claim ed for the 
system".
A0727.09D AAG
System Name:

Army Civilian/Military Service 
Review Board, 50 FR 22210, May 29,
1985. - ; v r.; i

Changes:
System Location:

Lines 3, 4, 5, and 6 change "U.S. Army 
Reserve Components Personnel and 
Administration Center, 9700 Page 
Boulevard, S t  Louis, MO 63132” to "U.S.. 
Army Reserve Personnel Center; 9700 
Page Boulevard, St Louis, MO 63132- 
5200”.
System Manager(s) and A ddress:

Lines 61, 62, 63, and 64 change 
“Commander, U.S. Army Reserve 
Components Personnel and 
Administration Center, 9700 Page 
Boulevard, St. Louis Mo 63132” to . 
“Commander, U.S. Army Réserve 
Personnel Center, 9700 Page Boulevard, 
St. Louis, MO 63132-5200”: \

Notification Procedure:
Line 68 add “ATTN: D ÀRP-PAS- 

ENC”.
Lines 84 and 85 change “Systems 

exempted from certain provisions o f the 
Act" to “Exemption claim ed for the 
system".
Al012.03b AMC 
System Name:

Student/Faculty Records: AMC 
Schools System, 50 FR 22229, May 29, 
1985.

Changes:
System Location:

Lines 7, 8, and 9 delete “Joint Military 
Packaging Training Center, Aberdeen 
Proving Grounds, MD”. Lines 9 and 10 
change “USAMC Ammunition Center/ 
School, Savanna, IL” to “U.S. Army

Defense Ammunition Center and School, 
Savanna, IL”.
Authority for Maintenance o f  the 
System:

Line 25 add "E.O. 9397”.
Lines 86 and 87 change “Systems 

exempted from certain provisions o f the 
Act" to “Exemptions claim ed for the 
system".
Al012.03gHSC 
System Name:

Academy of Health Sciences; 
Academic and Supporting Records, 50 
FR 22230, May 29; 1985.

Changes:
System Location:

Line 5 add “and Fitzsimons Army 
Medical Center, Aurora, CO 80045-
5001”. ;; .

Authority for Maintenance o f the 
System: ■ A w A m

Line 20 add “E.O. 9397”. “
System Managerfs) and Address: •

Lines 51, 52, and 53 change 
"Commander, Health Services 
Command, Ft Sam Houston, TX 78234.” 
to “Superintendent, Academy of Health 
Sciences, Ft Sam Houston, TX 78234.” 

Lines 75 and 76 change “Systems 
exempted from certain provisions o f the 
Act" to “Exemptions claim ed for the 
system".
Al012.03jHSC 
System Name:

Practical Nurse Course Files, 50 FR 
22231, May 29,1985.

Changes:
System Name:

Lines 1 and 2 change “Clinical 
Specialist School Student Files" to 
"Practical Nurse Course Files.”

System Location:
Lines 3, 4, and 5 change “Health 

Services Command Clinical Specialist 
School, Fitzsimons Army Medical 
Center, Denver, CO 80240.” to “Practical 
Nurse Course, Fitzsimons Army Medical 
Center, Aurora, CO 80045-5001.”

Notification Procedure:
Lilies 55, 56, and 57 change 

“Commander, Fitzsimons Army Medical 
Center, ATTN: HAF-N, Denver, CO 
80240.” to "Practical Nurse Course, 
Fitzsimons Army Medical Center, 
Aurora, CO 80045-5001.”

Lines 75 and 76 change “Systems 
exem pted from certain provisions o f the
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Act" to "Exemptions claim ed for the 
system
A l106.04U S AISC 

System Name:
Military Affiliate Radio System, 50 FR

22237, May 29,1985.

Changes:
Authority for  Maintenance o f the 
System:

Line 23 add “E.O. 9397”.

Routine Uses o f Records in the System, 
Including Categories o f Users and the 
Purposes o f Such Uses:

Lines 32, 33, and 34 change 
“Information may be disclosed to the 
Federal Communications Commission.” 
to “Information may be disclosed to 
Department of Army and Department of 
Defense communication agencies and 
their authorized contractors in 
connection with individual’s 
participation in the Army Military 
Affiliate Radio System (MARS) Program 
and to Federal supply agencies in 
connection with individual's 
participation in the Army MARS 
Equipment Program.”

Lines 74 and 75 change “Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A1108.16DAAG 

System Name:
Postal and Mail Service System, 50 FR

22238, May 29,1985.

Changes:
Line 1 change “A1108.16DAAG” to 

“A1108.18DAIM”.

Authority for Maintenance o f the 
System:

Line 24 add “E .0 .9397”.

Retention and Disposal:
Line 51 change “3 years” to “1 year”— 

Line 53 change “1 year” to “6 months".

System Manager(s) and Address:
Line 55 and 56 change "The Adjutant 

General” to “ACSIM"—Line 58 change 
“22331” to “22331-0301”.

Lines 78 and 79 change "Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed for the 
system".
A1111.01DAMO 

System Name:
Individual Flight Records Folder, 50 

FR 22238, May 29,1985.

Changes:
Line 1 change “A1111.01DAMO” to 

“Allll.OlTRADOC”,

System Location:
Lines 3 through 20 change to read: 

Decentralized to Flight Operations 
Section of Army /Army Reserve/ 
National Guard units for all personnel 
on whom flight records are maintained. 
Copies of individual flight records (DA 
Form 759) are maintained at the 
Directorate of Evaluation and 
Standardization, ATTN: ATZQ-ESO,
U. S. Army Aviation Center, Ft. Rucker,
AL, for active Army and Reserve 
Component personnel who are 
instructor pilots, standardization 
instructor pilots, or instrument flight 
examiners; USAMILPERCEN, HQDA 
(DAPC-OPE-V), for active Army 
officers; USAMILPERCEN, HQDA 
(DAPC-OPW-AV), for active Army 
warrant officers; and HQDA (DASG- 
HCO-A for active Army MSC officers. 
Records of Army reservists not on 
extended active duty are maintained at 
the U.S. Army Reserve Personnel 
Center, St. Louis, MO; those of National 
Guardsmen are maintained at the 
National Guard Bureau, Aberdeen 
Proving Ground, MD.

Authority fo r  Maintenance o f the 
System:

Line 46 add E .0 .9397.

System Manager(s) and Address:
Lines 73,74, 75, and 76 change 

“Deputy Chief of Staff for Operations 
and Plans (ATTN: DAMO-RQD), 
Headquarters, Department of the Army, 
Washington, DC 20310.” to 
“Commander, U.S. Army Training and 
Doctrine Command, Fort Monroe, VA 
23651.”

Lines 99 and 100 change "Systems 
exempted from certain provisions o f the 
Act” to "Exemptions claim ed for the 
system”.

A1201.Q2MTMC

System Name:
Personnel Property Movement and 

Storage Records, 50 FR 22239, May 29, 
1985.

Changes:
Categories o f Records in the System:

Line 24 change “Standard Form 1103” 
to “Standard Form 1203”.

Authority for  Maintenance o f the 
System:

Lines 28 " E .0 .9397”.

System M anagers) and Address:
Lines 70 and 71 change “Washington, 

DC 20315” to "Falls Church, VA 22041- 
5050”.

Lines 92 and 93 change "Systems 
exempted from certain provisions o f the 
Act” to "Exemptions claim ed for the 
system".
1301.07AMC

System Name:
Food Taste Test Panel Files, 50 FR 

22242, May 29,1985.

Changes:
System Location:

Lines 6, 7, and 8 change "US Army 
Natick Research and Development 
Center, Natick, MA 01760” to "U.S.
Army Natick Research, Development 
and Engineering Center, Natick, MA 
01760”.

Routine Uses o f Records Maintained in 
the System:

Lines 31 and 32 change “See ‘Blanket 
Routine Uses' at 48 FR 25503, June 6, 
1983” to “See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices”.

System Managerfs) and Address:
Lines 49,50, and 51 change 

“Commander, US Army Natick Research 
and Development Center, Natick, MA 
01760” to “Commander, U.S. Army 
Natick Research, Development and 
Engineering Center, Natick, MA 01760”.

Notification Procedure:
Lines 54 and 55 change "ATTN: 

Science and Advanced Technology 
Laboratory” to "ATTN: Science and 
Advanced Technology Directorate”.

Record Access Procedures:
Lines 59, 60, 61, and 62 change 

“Sensory Analysis Branch, Science and 
Advanced Technology Laboratory, US 
Army Natick Research and 
Development Center, Natick, MA 01760” 
to “Sensory Analysis Branch, Science 
and Advanced Technology Directorate, 
U.S. Army Natick Research, 
Development and Engineering Center, 
Natick, MA 01760”.

Lines 71 and 72 change “Systems 
exempted from certain provisons o f the 
Act" to “Exemptions claim ed for the 
system".
A1401.07bDAAG 

System Name:
Library Borrowers'/Users’ Profile 

Files, 50 FR 22244, May 29,1985.
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Changes:
Line 1 change “Al401.07bDAAG” to 

“Al401.Q7bDAIM”.

Authority for Maintenance o f the 
System:

Line 12 add “E.O. 9397".

System Manager(s) and Address:
Lines 37 through 40 change 'T h e  

Adjutant General, Headquarters, 
Department of the Army, 2461 
Eisenhower Avenue, Alexandria* VA 
22331” to “Office of Assistant Chief of 
Staff for Information Management, 
Department of the Army, Washington, 
DC.”

Lines 59 and60 change "Systems 
exempted from certain provisions, o f the 
Act” to “Exemptions claim ed for the 
system"“.
A1402.18DAJA
System Name:

Procurement Misconduct Files, 50 FR 
22245, May 29,1985.

Changes:
System Loca tion:

Lines 3, 4, 5, and 6 change “Office of 
The Judge Advocate General; 
Headquarters, Department of the Army, 
The Pentagon, Washington, DC 20310” 
to “HQDA(DAJA-LT), The Pentagon, 
Washington, DC 20310-2210”.

Categories o f Records in the Systemi
Line 14 change “of fraudulent or other 

criminal conduct” to “of fraudulent, 
criminal or other misconduct”..

Lines 17,18, and 19 change “and the 
Joint Consolidated List of Debarred, 
Ineligible, and Suspended Contractors” 
to “and Consolidated List of Debarred* 
Suspended, and Ineligible Contractors”.

Lines 74 and 75 change "Systems 
exempted from certain provisions o f the 
Act" to "Exemptions claim ed fo r  the 
system"l
Al506.03aDAEN 

System Name:
Resettlement Files, 50 FR 22250, May

29,1985.

Changes:
System Name:

Change from “Resettlement Files” to 
“Relocation Assistance Files”.

Routine Uses o f Records Maintained in 
the System, Including Categories o f 
Users and the Purposes o f Such Uses:

Lines 25 and 26 change “See ‘Blanket 
Routine Uses’ at 48 FR 25503, June 6, 
1983” to “See ‘blanket routine uses’ set

forth at the beginning of the Army’s 
listing.”

Retention and Disposal:
Lines 38, 39, 40 and 41 change 

“Records are retained 12 years after 
final action or determination on appeals* 
following which they are destroyed by 
shredding” to “Records are destroyed 10 
years after final action or determination 
on appeals, as applicable, at offices 
having Army-wide responsibility. Other 
offices destroy records 10 years after 
payment in full satisfaction of claim or 
final payment, as applicable. Records 
are destroyed by shredding”.

Lines 66 and 67 change "Systems 
exempted from certain provisions o f the 
Act to "Exemptions claim ed for the 
system".
A1511.02DAEN
System Name:

Army Housing Information 
Management System, 50 FR 22251, May 
29,1985*
Changes:
System Name:

Change “Army Housing Information 
Management System” to “Army Housing 
Operations Management System”..

Authority fo r  Maintenace o f the System:
Line 33 add “E.O. 9397”.

Retention and Disposal:
Unes 69, 70, 71, 72, 73, 74, 75, 78, and 

79 change “Installation: housing and 
tenancy files and destroyed after 3 
years; cost control files are destroyed 11 
years after last entry; leasing/rental rate 
files are destroyed after 10 years; 
housing referral service files are 
destroyed after 5 years; off-post rental 
housing reports/and/or complaints/ 
investigations are destroyed 5 years, 
after completion at office having Army 
wide responsibility (other office: 3 
years)” to “Installation troop housing 
files are destroyed after 3 years; 
installation housing project tenancy files 
are destroyed 3 years after termination 
of quarters occupancy; family housing 
cost controls are destroyed 11 years 
after last entry;,familyhousing leasing 
files are destroyed 3 years after lease 
terminates, is cancelled, lapses, or after 
any litigation is concluded; family 
housing rental rates are destroyed after 
10 years; housing referral services are 
destroyed after 5 years; off-post rental 
housing reports are destroyed after2 
years; offrpost housing complaints and 
investigations are destroyed 5 years 
after completion at office having Army 
wide responsibility* and! at other offices

complaint and investigation records are 
destroyed 2 years after completion”.

Lines 105 and 106 change "Systems 
exempted from certain provisions o f the 
Act to "Exemptions claim ed for the 
system".
A0102.03DAIM

SYSTEM  NAME:

Persormel Locator/Organizational 
Roster/Telephone Directory.

SYSTEM  l o c a t io n :

Segments are maintained by offices 
and/or Army telephone switchboards at 
Headquarters, Department of the Army, 
Staff and field operating agencies, 
commands, installations and. activities. 
Official mailing: addresses are contained 
in the. compilation of the* Army’s system 
notices.

CATEOGORIES OF INDIVIDUALS COVERED BY 
THE SYSTEM :

Military, personnel* civilian 
employees, and in some instances their 
dependents.

CATEGORIES OF RECORDS IN THE SYSTEM :

Records include cards or listings/ 
compilations of individual’s name,
Social Security Number, unit of 
assignment and/or home address* unit 
and/or home telephone number, and 
related information. Military alert 
rosters, organizational telephone 
directories, and listings of office 
personnel are included in this system.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., section 3012; E.O. 9397. 

p u r p o s e (s ) :

To provide commanders and 
supervisors with emergency notification 
data, and operators and other users with 
locator data.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH USES:

See ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s listing of 
records system notices.

POLICIES AND PRACTICES FO R STORING,. 
RETRIEVING, ACCESSING* RETAINING, AND* 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records in file folders, card files, 
loose-leaf and bound notebooks; 
magnetic tape/discs or other computer 
media.

RETfREV ABILITY:

By individual’s surname and SSN.
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SAFEGUARDS:

Records are maintained in file 
cabinets, locked desk, or rooms 
accessible only to authorized personnel 
having official need therefor.

RETENTION AND DISPOSAL:

Individual records are destroyed upon 
transfer or separation of individual; 
rosters are destroyed upon update.

SYSTEM  MANAGER(S) AND ADDRESS: 

Commander or supervisor of 
organization maintaining locator or 
directory.

NOTIFICATION PROCEDURE:

Information may be obtained from 
commander or supervisor of 
organization to which individual is/was 
assigned or employed.

RECORD ACCESS PROCEDURES:

Requests should be made as indicated 
under ‘Notification procedure’.
Individual should provide full name, and 
some detail such as organization of 
assignment, that can be verified, except 
that, in cases where individual has 
provided written consent to release of 
home address/telephone number to the 
general public no identification is 
required.

CONTESTING RECORD PROCEDURES:

The Army’s rules of access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; official Army 
records.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0305.05aDACA

SYSTEM n a m e :

Travel Payment System.

SYSTEM l o c a t io n :

Decentralized to Finance and 
Accounting Offices world-wide; 
addresses may be obtained from the 
System Manager.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM:

Miliary and civilian personnel of the 
Department of Defense, U.S. Army, U.S. 
Navy, and U.S. Air Force, and other 
individuals who perform invitational 
travel for the Army.

CATEGORIES OF RECORDS IN THE SYSTEM :

Individual travel vouchers and 
documents used to effect travel 
allowance payments.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

Department of Defense Annual 
Appropriations Act; 5 U.S.C., sections 
5701-5742; 10 U.S.C., sections 828, 832, 
946, 3012; 28 U.S.C., section 1821; 37 
U.S.C., sections 404-427; E.O. 9397.

PU RPO SE(S):

To provide basis for reimbursing 
military and civilian personnel for 
expenses incident to travel for official 
Government business purposes and to 
account for such payments.

ROUTINE U SES OF RECOROS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SE S:

See ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s listing of 
record system notices. Disclosure 
pursuant to 5 U.S.C. 552a(b)(12) may be 
made from this system to ‘consumer 
reporting agencies’ as defined in the Fair 
Credit Reporting Act (15 U.S.C. 1681a(f)) 
or the Federal Claims Collection Act of 
1966 (31 U.S.C. 3701(a)(3)).

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

File folders, cards, magnetic tape/ 
disks, cassettes, computer printouts.

RETRIEV ABILITY:

By individual’s SSN.

SAFEGUARDS:

Records are accessible only to 
authorized persons who are properly 
screened, cleared and trained. Buildings 
employ security guards and/or military 
police patrols. Access to automated files 
is controlled by assigned passwords.

RETENTION AND DISPOSAL:

Individual vouchers and documents 
used for payment are retained at the 
installation making payment until end of 
month, following which they are sent to 
U.S. Army Finance and Accounting 
Center.

Signature cards used for approval of 
certain vouchers are retained at 
installation where payments are made 
until 3 years after date of revocation of 
authority, following which they are 
destroyed.

Records of travel payments are 
retained for 3 years following settlement 
at installation making current payments. 
Military member’s record of outstanding 
advance payments is transferred to new 
servicing finance office upon permanent 
change of station or to the U.S. Army 
Finance and Accounting Center upon 
death or separation form active duty. 
Civilian employee’s record of 
outstanding advance payments is

transferred to new servicing finance 
office upon reassignment. Military and 
civilian records of travel payments for 
settled travel claims are destroyed by 
the old duty station 3 years following 
separation or transfer. Records for 
individuals performing invitational 
travel are destroyed 1 year from date of 
final payment.

SYSTEM  MANAGER(S) AND ADDRESS:

Comptroller of the Army, 
Headquarters, Department of the Army, 
The Pentagon, Washington, DC 20310.

NOTIFICATION PROCEDURE:

Individuals desiring information on 
them from this system should inquire of 
the Finance and Accounting Office who 
currently pays them. For periods of 
Army service prior to current 
assignment, request should be 
addressed to the Commander, U.S.
Army Finance and Accounting Center, 
ATTN: DACA-FAZ-S, Indianapolis, IN 
46249-0526. Individual must provide full 
name and Social Security Number as 
well as current address.

RECORD ACCESS PROCEDURE:

Individuals desiring access to records 
pertaining to them should write either to 
the appropriate Finance and Accounting 
Officer where record is believed to exist 
or to the Commander, U.S. Army 
Finance and Accounting Center 
providing information required by 
‘Notification procedure’.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, Department of 
Defenses staff agencies and field 
commands/installations.

EXEMPTIONS CLAIMED FOR THE SYSTEM

None

A0305.1ObDACA

SYSTEM  NAME:

Joint Uniform Military Pay System- 
Reserve Components—Army.

SYSTEM  LOCATION:

Centralized at U.S. Army Finance and 
Accounting Center, Indianapolis, IN 
46249. Decentralized segments exist at 
Army Finance and Accounting Offices 
worldwide.
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CATEGORIES OF INDIVIDUALS COVERED BY  THE
s y s t e m :

All members of the U.S. Army 
National Guard and U.S, Army Reserve 
who are drawing inactive duty training 
pay.

CATEGORIES OF RECORDS IN THE SYSTEM :

Individual military pay records, 
substantiating documents, transmittal 
letters, index cards, financial data 
record folders, miscellaneous military 
pay vouchers, personal financial history 
records.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

37 U.S.C., section 101 et. seq; E.O.
9397.

p u r p o s e (s ):

To maintain a record of member’s drill 
attendance, entitlements and deductions 
in order to compute and disburse his/ 
her pay while keeping a record of taxes 
and disbursements other than those to 
the member.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

Information from this system may be 
disclosed to:

( i j  Treasury Department: To record 
check issue data, taxable earnings and 
taxes withheld.

(2) Individual States of the U.S.: To 
furnish wages earned for the calendar 
year; these data are furnished to the 
state of home record.

(3) Army National Guard Bureau: To 
furnish budget data to account for every 
expenditure within categories 
established.

(4) Individual National Guard States 
Associations: To furnish a report and an 
associated check regarding state 
sponsored life insurance premium 
withheld.

(5) American Red Cross: To assist 
military personnel and their dependents 
in determining the status of monthly 
pay, dependents allotments, loans, and 
related financial transactions.

(6) Disclosures pursuant to 5 U.S.C. 
552a(b)(12) may be made from this 
system to ‘consumer reporting agencies’ 
as defined in the Fair Credit Reporting 
Act (15 U.S.C. 1681a(f)) or the Federal 
Claims Collection Act of 1966 (31 U.S.C. 
3701(a)(3)).

(7) See ‘Blanket Routine Uses’ set , 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file folders and bulk 
storage; cards, computer magnetic tape 
and paper printouts, microfiche.

RETRIEV ABILITY:

By SSN, name of the member, and 
document number.

SAFEGUARDS:

The U.S. Army Finance and 
Accounting Center employs security 
guards. An employee badge and visitor 
registration system is in use. Records 
are maintained in areas accessible only 
to authorized personnel who are 
properly screened, cleared, and trained. 
Access to computer magnetic tape files 
is restricted to the members’ servicing 
finance and accounting officer.
Computer equipment and files are 
located in a separate secure area.
Within finance and accounting offices 
Army-wide, access is limited to 
designated personnel having official 
need for the information in the 
performance of their duties.

RETENTION AND DISPOSAL:

Individual military pay records are 
converted to microfiche which are 
retained for 56 years. Other records are 
retained for varying periods but total 
retention does not exceed 56 years; 
disposition is to Federal records centers; 
destruction thereafter is by burning or 
shredding.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, U.S. Army Finance and 
Accounting Center, Indianapolis, IN 
46249.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
System Manager. Individuals may also 
contact U.S. Property and Fiscal Officer, 
Army National Guard of each state and/ 
or the District of Columbia, Puerto Rico, 
and the Virgin Islands. Individual may 
also contact the Finance and Accounting 
Officer at Ft Indiantown Gap, PA; Ft 
McPherson, GA; Ft Riley, KS; Presidio of 
San Francisco, CA; Ft McCoy, WI; Ft 
Douglas, UT. These Finance and 
Accounting Officers are responsible for 
U.S. Army Reserve pay accounts only. 
Individuals must provide full name,
SSN, and military status.

RECORD ACCESS PROCEDURES:

Requests should be addressed to the 
Commander, U.S. Army Finance and 
Accounting Center, ATTN: FINCP, 
Indianapolis, IN 46249 or telephoned to 
317/542-2891 and should contain the

information indicated in ‘Notification 
procedure’.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES*.

The source of all data to establish and 
maintain JUMPS-RC-Army originates at 
unit level; i.e., all units of U.S. Army 
National Guard and U.S. Army Reserve 
which perform inactive duty training 
and whose members receive drill pay as 
a result of this training furnish the data 
to support the system.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0305.10dD AC A 

SYSTEM  n a m e :

Health Professions Scholarship 
Program.

s y s t e m  l o c a t io n :

Fitzsimons Army Medical Center, 
Aurora, CO 80045-5001. A segment of 
this system exists at the Army Medical 
Department Personnel Support Agency, 
1900 Half Street SW., Washington, DC 
20324.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Members of the U.S. Army Reserve 
who are enrolled in the Army-Health 
Professions Scholarship Program.

CATEGORIES OF RECORDS IN THE SYSTEM: 

Contract between the Army and the 
University participating in the Health 
Professions Scholarship Program: tuition 
payments; individual’s military pay 
records, cost data worksheets, active 
duty military pay vouchers, personal 
financial history records, monthly 
payroll listings of current members 
showing entitlements and deductions, 
bank identification data for deposit of 
pay, member’s permanent home 
address, current mailing address and 
telephone number, orders to active duty, 
student’s elective to defer entry on 
active duty, and similar relevant 
documents.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., Chapter 104, et seq.: Pub. L. 
94-426; E.O. 9397.

PU RPO SE(S):

To establish the pay account of 
students accepted into the Health 
Professions Scholarship Program; to
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determine appropriate pay, deductions, 
reimbursable expense, taxes and 
disbursements.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PU RPO SES OF SUCH U SE S:

Information may be discussed to:
(1) Department of the Treasury: to 

record check issue data, taxable 
earnings and taxes withheld.

(2) States and cities/counties which 
have an agreement with the Department 
of the Army: to verify tax liability 
against member’s state and city/county 
tax returns.

(3) Social Security Administration: to 
record earned wages by member under 
the Federal Insurance Contributions Act.

(4) See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file folders: Magnetic 
tapes; computer printouts; microfilm; 
ledger cards.

RETRIEV ABILITY:

By member’s name, SSN.
Conventional indexing is used to 
retrieve data.

SAFEGUARDS:

Information is accessible only to 
authorized personnel having official 
need therefor. Records are stored in 
secured buildings protected by Military 
Police/security guards.

RETENTION AND DISPOSAL:

Individual pay records are retained at 
the Finance and Accounts Office, 
Fitzsimons Army Medical Center while 
reservist is enrolled in the Health 
Professions Scholarship Program. Upon 
completion of program, member’s 
records are forwarded to U.S. Army 
Finance and Accounting Center, 
Indianapolis, IN 46249 for recoupment 
determination.

s y s t e m  MANAGER(S) AND ADDRESS:

The Surgeon General, Headquarters, 
Department of the Army, Washington,
DC 20310.

NOTIFICATION p r o c e d u r e :

Information may be obtained from the 
Finance and Accounting Officer, 
Fitzsimons Army Medical Center,
Aurora, CO 80045-5001 so long as 
reservist is enrolled in the Scholarship 
Program. Thereafter, information may be 
obtained from the Commander, Army 
Medical Department Personnel Support 
Agency, Washington, DC 20324.

RECORD ACCESS PROCEDURES:

Individuals desiring access to records 
concerning themselves in this system of 
records may write as indicated under 
‘Notification procedure’, providing his/ 
her full name, present address arid 
telephone number, and sufficient detail 
to locate the record.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; university/ 
college in which student is enrolled; 
Army records and reports.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0305.1 tOAPE 

SYSTEM  NAME:

USMA Cadet Account System.

SYSTEM  LOCATION:

U.S. Military Academy, West Point, 
NY 10996-1783.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM!:

Members of the U.S. Corps of Cadets, 
U.S. Military Academy.

CATEGORIES OF RECORDS IN THE SYSTEM : 

Monthly deposit lisitngs of Corps of 
Cadets members showing entitlements 
and activity pertaining to funds held in 
trust by the USMA Treasurer.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

10 U.S.C., Sections 205, 4340 and 4350; 
Title 6, General Accounting Office 
Policy and Procedures Manual for 
Guidance of Federal Agencies; E.O.
9397.

PU RPO SE(S):

To compute deposits and charges to 
cadet account to include: Barber, 
laundry/dry cleaning charges; advance 
pay, and funds deposited with 
Treasurer, USMA to be held in trust to 
pay for required uniforms, books, and 
equipment.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPOSES OF SUCH U SE S:

(1) Treasurer, USMA: To record and 
provide taxable interest data to 
individual cadet and Internal Revenue 
Service. To control and monitor 
charges/credits to the cadet account. To 
record deposits to the cadet account and 
to maintain records of financial 
institutions for direct deposit purposes.

(2) Disclosure to consumer reporting 
agencies: Disclosure pursuant to 5 U.S.C. 
552a(b)(12) may be made from this 
system to conumer reporting agencies as 
defined in the Fair Credit Reporting Act 
(15 U.S.C. 1681a(f)] or the Federal 
Claims Collection Act of 1966 (31 U.S.C. 
3701(a)(3)).

(3) See “Blanket Routine Uses’* set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Magnetic tape and computer printout; 
paper records in file folders.

RETRIEV ABILITY:

By Cadet account number.

SAFEGUARDS:

Records are maintained in buildings 
which are secured and patrolled and are 
accessible only to personnel who have 
need therefor in the performance of 
official duties. Automated master data 
and back-up files are further protected 
by assignment of passwords.

RETENTION AND DISPOSAL:

Duplicate account statements are 
retained locally for one year after cadets 
graduation and then destroyed by 
shredding. Information in automated 
media is retained for one thru three 
months, except that annual interest 
tapes are retained for one year before 
being erased.

SYSTEM  MANAGER(S) AND ADDRESS:

Superintendent, U.S. Military 
Academy, West Point, NY 10996-1738.

NOTIFICATION PROCEDURE:

Requests from individuals may be 
submitted to the U.S. Military Academy, 
Treasurer, West Point, NY 10996-1783; 
telephone 914/938-3516. Individual 
should provide full name, Cadet account 
number, SSN, graduating class year, 
current address and telephone number, 
and signature.

RECORD ACCESS PROCEDURES:

Individual may request access by 
writing to the System Manager, 
furnishing information indicated in 
"Notification procedure". Personal visits 
may be made to the Treasurer, U.S. 
Military Academy; individual must 
provide acceptable identification such 
as valid driver’s license and information 
that can be verified with his/her payroll.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and
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appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, Department of 
Army, Department of the Treasury, 
financial institutions and insurance 
companies.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0306.01DACA 

SYSTEM  NAME:

Civilian Employee Pay System.

SYSTEM  l o c a t io n :

U.S. Army Finance and Accounting 
Offices worldwide and U.S. Property 
and Fiscal Offices in the United States, 
Puerto Rico, Virgin, Islands, and the 
District of Columbia having civilian 
payroll responsibilities.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Civilian employees and contract 
teachers employed by the Department of 
the Army; Office, Secretary of Defense; 
and specified elements of the Navy and 
Air Force.

CATEGORIES OF RECORDS IN THE SYSTEM : 

Employees’ pay, leave, and retirement 
records; individual withholding/ 
deduction authorization for dependents, 
allotments, health benefits, savings 
bonds, etc.; tax exemption certificates; 
personal exception and indebtedness 
papers; statements of charges, claims, 
repatriated payment files; roster of 
authorized timekeepers and signature 
cards; payroll and retirement control 
and working paper files; unemployment 
compensation data requests; reports of 
retirement fund deductions; 
management narrative and statistical 
reports relating to pay, leave, and 
retirement.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

Title 6, General Accounting Office 
Policy and Procedures Manual for 
Guidance of Federal Agencies; E.O.
9397.

PU RPO SE(S):

To provide basis for computing 
civilian pay entitlements; to record 
history of pay transactions; to record 
leave accrued and taken, bonds due and 
issued, taxes paid; to answer inquiries 
and process claims.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SES:

Information may be disclosed to:

(1) Treasury Department: To record 
checks and bonds issued.

(2) Social Security Administration: to 
report earned wages by employees 
under the Federal Insurance 
Contributions Act.

(3) Internal Revenue Service: To 
record taxable earnings and taxes 
withheld.

(4) Office of Personnel Management: 
To record monies paid into Federal 
Retirement Fund and to provide 
information pertaining to health 
benefits.

(5) States and Cities. To provide 
taxable earnings of employees to those 
states and cities which have entered 
into an agreement with the Department 
of the Army and the Treasury 
Department.

(6) Disclosures pursuant to 5 U.S.C. 
552a(b0(12) may be made from this 
system to ‘‘consumer reporting 
agencies” as defined in the Fair Credit 
Reporting Act (15 U.S.C. 1681a(f)) or the 
Federal Claims Collection Act of 1966 
(31 U.S.C. 3701(a)(3)).

(7) See ‘‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records in file folders and bulk 
storage; card files, computer magnetic 
tapes, disks, and printouts, and 
microfilm.

r e t r i e v a b i u t y :

Automated records are retrieved by 
SSN within payroll block; manual 
records are retrieved by surname within 
payroll block.

SAFEGUARDS:

Records are restricted to personnel 
who are properly cleared and trained, 
and have an official need therefor. In 
addition, integrity of automated data is 
ensured by internal audit procedures, 
data base access accounting reports, 
and controls to preclude unauthorized 
disclosure.

RETENTION AND DISPOSAL:

Individual retirement record files are 
permanent; they are retained at 
installation while member is actively 
employed. They are forwarded to new 
installation when member is transferred 
to another Army activity. When 
employee transfers to another agency 
under the Department of Defense not 
serviced by Army or separates from 
Federal Service, record is forwarded to 
the Office of Personnel Management. 
Microfilm of manually maintained

individual retirement records is sent to 
the National Personnel Records Center 
after 3 years.

Personnel exceptions and 
indebtedness files are permanent. These 
documents are filed in individual’s 
Official Personnel Folder (OPF). Upon 
separation or transfer, if OPF is not on 
file locally, records are forwarded to 
National Personnel Records Center, 
General Services Administration, St. 
Louis, MO 63118.

Repatriated personnel payment files 
are permanent; forwarded to National 
Personnel Records Center after 3 years.

Subsistence and quarters rate 
deviation files are permanent; they are 
retired on discontinuance of the 
installation.

Retention periods vary for other 
records according to category of record. 
The minimum retention period is 2 years 
and the maximum period is 12 years, 
after which records are destroyed,

SYSTEM  MANAGER(S) AND ADDRESS:

Comptroller of the Army, 
Headquarters, Department of the Army, 
Washington, DC 20310.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
System Manager, U.S. Army Finance 
and Accounting Offices worldwide or, if 
National Guard Technician, from the 
National Guard Bureau, 5600 Columbia 
Pike, Falls Church, VA 22041, or from 
U.S. Property and Fiscal Offices.

RECORD ACCESS PROCEDURES:

Requests for access should be 
addressed as indicated in ‘‘Notification 
procedure”, and should include 
individual’s full name, SSN, current 
address, and signature.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, former 
employers, DOD Staff agencies and field 
commands, Social Security 
Administration, Treasury Department, 
financial organizations, and automated 
systems interface.

EXCEPTIONS CLAIMED FOR THE SYSTEM:

None.

A0306.20DACA 

SYSTEM  NAME:

Military and Civilian Waiver Files.
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SYSTEM  l o c a t io n :

U.S. Army Finance and Accounting 
Center, Indianapolis, IN 46249.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Present and former Army members or 
civilian employees who apply for waiver 
of claims arising out of erroneous 
payments of pay and allowances, travel, 
transportation, and relocation 
allowances.

CATEGORIES OF RECORDS IN THE SYSTEM :

File contains application, employment 
history, reports of investigation, copies 
of vouchers, certificates, record of 
disposition, and correspondence with 
the U.S, General Accounting Office, 
Army staff offices, and other 
government agencies.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., section 3012; E.O. 9397. 

p u r p o s e (s ):

To determine the validity of waivers 
or to make referrals to the U.S. General 
Accounting Office.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPOSES OF SUCH U SES:

See “Blanket Routine Uses” set forth 
at the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file folders.

r e t r ie v  a b i l i t y :

By individual’s surname.

SAFEGUARDS:

Records are maintained in areas 
accessible only to authorized personnel 
having official need therefor, within 
buildings which employ security guards.

r e t e n t io n  a n d  d i s p o s a l :

Records are retained for 6 years after 
waiver is approved/denied.

s y s t e m  m a n a q e r (s ) a n d  a d d r e s s : 

Commander, U.S. Army Finance and 
Accounting Center, Indianapolis, IN 
46249.

n o t if ic a t io n  p r o c e d u r e :

Information may be obtained from the 
System Manager, ATTN: Chief, Claims/ 
Inquiries Division, telephone: 317-542- 
2793.

Re c o r d  a c c e s s  p r o c e d u r e s :

Individuals desiring access to 
information about themselves in this

system of records should write to the 
System Manager, ATTN: Chief, Claims/ 
Inquiries Division, Centralized Pay 
Operations, providing their full name, 
SSN, current address, and signature.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access tp records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; Army Finance 
and Accounting Offices; and other 
Government agencies.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0314.09DACA 

SYSTEM  n a m e :

Nonappropriated Fund Accounts 
Receivable System.

SYSTEM  l o c a t io n :

Nonappropriated fund activities at 
Army installations worldwide.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Current and past members of Officer 
or Noncommissioned Officer Club 
facilities whose accounts show balances 
other than zero; persons using Post 
billeting facilities on a fee paid basis 
(bachelor officer quarters, visitor officer 
quarters and guesthouse facilities) and 
persons no longer using such facilities 
whose accounts have other than zero 
balances; any individual having a 
statement of account for the billing 
period, individuals occupying 
government housing at any military 
installation; individual class B telephone 
subscribers; members, customers or 
civilians having 30 day credit terms for 
“charge” sales and/or dues obligations 
to NAF activities; all persons whose 
accounts have been dishonored by 
banking institutions and their checks 
returned to NAF activities; individuals 
who have cash loans charged to their 
accounts.

CATEGORIES OF RECORDS IN THE SYSTEM :

Individual’s name, SSN, rank, amount 
of charges, billings of items or services 
furnished, subsidiary ledgers containing 
detail of services billed and paid by 
individual; work order forms, invoice 
listings, monthly receipt vouchers, date 
and method of payment, file of billings 
associated with returned/dishonored 
checks, and relevant similar documents.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

31 U.S.C. 66; 10 U.S.C. 2481 and 3012; 5 
U.S.C. 5101; Pub. L. 216, section 401; Pub. 
L. 784, section 113.

p u r p o s e s ( s ):

To maintain current rosters as 
subsidiary records for accounts 
receivable and cash accountability 
control; to provide monthly statements 
to customers; to provide ledger balances 
for activity financial statements; to 
prepare aged listing of accounts 
receivable, 30, 60, and 90 days; to 
answer inquires of members on account 
status and specific transactions.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SES:

(1) See “Blanket Routine Uses” set 
forth at the beginning of the Army’s 
listing of record system notices.

(2) Disclosure pursuant to 5 U.S.C. 
552a(b)(12) may be made from this 
system to "consumer reporting 
agencies” as defined in the Fair Credit 
Reporting Act (15 U.S.C. 1681a(f)) or the 
Federal Claims Collection Act of 1966 
(31 U.S.C. 3701(a)(3)).

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Magnetic tapes and/or discs by 
account in numerical and alphabetical 
order; computer hard copy printouts 
filed in binders; copies of statements 
filed in folders.

RETRIEV ABILITY:

By customer name and SSN.

s a f e g u a r d s :

Records are maintained in lock-type 
cabinets within storage areas accessible 
only to authorized personnel.

RETENTION AND DISPOSAL:

Destroyed after 3 years following 
audit with no exceptions or irregularities 
disclosed.

SYSTEM  MANAGER(S) AND ADDRESS:

Assistant Comptroller of the Army for 
Finance and Accounting, ATTN: DACA- 
FAP-N, STOP 68, Indianapolis, IN 
46249-1056.

NOTIFICATION PROCEDURE:

Individuals may submit written 
request to the custodian of 
nonappropriated fund activities at the 
installation where record is believed to 
exist.
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RECORD ACCESS PROCEDURE:

Individuals desiring access to records 
pertaining to them in this system should 
write to the appropriate fund activity 
custodian, furnishing full name, SSN, 
and account number.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From daily transaction registers/ 
journals received from billeting officers, 
signal officers, and/or club officers.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0403.01DAJA 

SYSTEM  NAME:

U.S. Army Claims Service 
Management Information System.

SYSTEM  l o c a t io n :

JACS-Z, Ft Meade, MD 20755-5360. 
Segments exist at subordinate field 
operating agencies and at Staff Judge 
Advocate Offices at Army installations 
throughout the world.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Individuals* corporations, 
associations, countries, states, 
territories, political subdivisions 
presenting a claim against the United 
States.

CATEGORIES OF RECORDS IN THE SYSTEM :

Name of claimant, claim file number, 
type of claim presented, reports of 
investigation, Witness statements, police 
reports, photographs, diagrams, bills, 
estimates, expert opinions, medical 
records and similar reports, copy of 
correspondence with claimant, potential 
claimants, third parties, and insurers of 
claimants or third parties, copies of 
finance vouchers evidencing payment of 
claims, and similar relevant information.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., sections 939, 2733, 2734, 
2734a, 2734b, 2737; 28 U.S.C., sections 
2671-2680; 31 U.S.C., sections 3711 and 
3721; 32 U.S.C., section 715; E.Q. 9397.

p u r p o s e (s ) :

To develop and preserve all relevant 
evidence about incidents which 
generate claims against the Army. 
Evidence developed is used as a legal 
basis to support the settlement of 
claims. Data are also used as a 
management tool to supervise claims

operations at subordinate commands 
world-wide.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SE S:

(1) Information may be disclosed to 
Internal Revenue Service for tax 
purposes;

(2) Department of Justice for 
assistance to deciding disposition of 
claims filed against the Government and 
for considering criminal prosecution, 
civil court action or regulatory orders;

(3) U.S Claims and the Court of 
Appeals for the Federal Circuit, to 
support legal actions, considerations or 
evidence to support proposed legislative 
or regulatory changes, for budgetary 
purposes, for quality control or 
assurance type studies, or to support 
action against a third party;

(4) Foreign governments, for use in 
settlements of claims under the North 
Atlantic Treaty Organization Status of 
Forces Agreement or similar 
international agreements;

(5) State governments for use in 
defending or prosecuting claim by the 
state or its representatives;

(6) Department of Labor, for 
consideration in determining rights 
under Federal Employees Compensation 
Act or similar legislation;

(7) Civilian and Governmental 
medical experts for evaluation of 
medical aspects and records and related 
material;

(8) Office of Management and Budget 
for preparation of private relief bills for 
presentation to the Congress;

(9) Government contractors for use in 
defending or settling claims filed against 
them, including recovery actions, arising 
out of the performance of a Government 
contract;

(10) Federal and State workmen’s 
compensation agencies for use in 
adjudicating claims.

(11) See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Index cards, paper records in file 
folders, computer disc.

RETRIEV ABILITY:

By last name. 

s a f e g u a r d s :

Records are accessible only by 
authorized personnel who are properly 
instructed in the permissible use of the 
information, buildings housing records 
are locked after normal duty hours.

RETENTION AND DISPOSAL:

Destroyed 10 years after final action.

SYSTEM  MANAGER(S) AND ADDRESS:

The Judge Advocate General, 
Headquarters, Department of the Army, 
The Pentagon, Washington, DC 20310.

NOTIFICATION PROCEDURE:

Individuals desiring to know whether 
or not information on them exists in this 
system of records may write to the 
Commander, U.S. Army Claims Service, 
Ft Meade, MD 20755, furnishing full 
name, current address and telephone 
number, claim number if known, date 
and place of incident giving rise to the 
claim, and any other personal 
identifying data which would assist in 
determining location of the records.

RECORD ACCESS PROCEDURE:

Individuals seeking access to records 
about themselves in this system o f 
records should write to the Commander, 
U.S. Army Claims Service, Ft Meade,
MD 20755-5360, furnishing information 
required by ‘Notification procedure’ 
above.

CONTESTING RECORD PROCEDURES:

The Army's rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; investigative 
reports originating in the Department of 
the Army, Federal Bureau of 
Investigation, and/or foreign, State, or 
local law enforcement agencies; medical 
treatment facilities; Armed Forces 
Institute of Pathology; relevant records 
and reports in the Department of 
Defense.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0403.06DAJA 

SYSTEM  NAME:

Tort Claim Files.

SYSTEM  l o c a t io n :

HQDA(DAJA-LT), The Pentagon, 
Washington, DC 20310-2210.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Individuals who have filed a 
complaint against the U.S. Army in the 
U.S. District Court under the Federal 
Tort Claims Act.

CATEGORIES OF RECORDS IN THE SYSTEM: 

Pleadings, motions, briefs, orders, 
decisions, memoranda, opinions,
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supporting documentation, and allied 
material, including claims invèstigation, 
reports and files involved in : 
representing the U.S. Army in the 
Federal Court System. - - v.:

AUTHORITY TOR MAINTENANCE OF THE 
SYSTEM ;

28 Ü.S.C., sections 2671-2680. 

p u r p o s e (s ):

To defend the Army in Civil suits filed 
against it in the Federal Court System.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SES:

Information is disclosed to the 
Department of Justice and United States 
Attorneys’ offices handling the 
particular case. Most of the information 
is filed in some manner in the courts in 
which the litigation is pending and 
therefore is a public record. In addition, 
some of the information will appear in 
the written orders, opinions, and 
decisions of the courts which, in'turn, 
are published in the Federal Reporter 
System under the name or style of the 
case and are available to individuals 
with access to a law library. See also 
‘Blanket Routine Uses’ set forth at the 
beginning of the Army’s listing of 
records system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file folders; magnetic 
tapes/discs.

Re t r ie v a b i l i t y :

By claimant’s surname and court 
docket number.

s a f e g u a r d s :

Records are maintained in file 
cabinets within secured buildings and 
available only to designated authorized 
individuals who have official need 
thereof.

RETENTION AND DISPOSAL:

Records are destroyed 10 years after 
final action on the case.

s y s t e m  m a n a g e r (s ) a n d  a d d r e s s :

The Judge Advocate General, 
Headquarters, Department of the Army, 
Washington, DC 20310-2210.

n o t if ic a t io n  p r o c e d u r e :

Individuals desiring to know whether 
or not information on them exists in this 
system of records may write to the 
System Manager, furnishing their full 
name, current address and telephone 
number, case number that appeared on 
documentation, any other information

that will assist in locating pertinent 
records and signature.

RECORD ACCESS PROCEDURE:

Individuals desiring access to records 
on themselves should submit their 
request as indicated in ‘Notification 
procedure', providing information 
required therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; Army records 
and reports.

EXEMPTION CLAIMED FOR THE SYSTEM :

None.

A0403.16DAJA 

SYSTEM  n a m e :

Army Property Claim Files.

SYSTEM  LOCATION:

HQDA(DAJA-LT), The Pentagon, 
Washington, DC 20310-2210.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Individuals who, having damaged 
Government property, were not subject 
to the collection activities of other 
agencies or organizations and therefore 
require litigation on behalf of the 
Department of the Army.

CATEGORIES OF RECORDS IN THE SYSTEM :

Copies of reports from the claim 
investigator, accident and police reports 
relating to damage, and pleadings, 
motions, briefs, orders, decisions, 
memoranda, opinions, supporting 
documentation, and allied material 
involved in representing the U.S. Army.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

31 U.S.C., section 3711. 

p u r p o s e (s ):

To negotiate with, or to sue, as 
appropriate, the individual or entity, 
including insurance carriers, responsible 
for loss or damage of U.S. Army 
property.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

Information may be disclosed to the 
Department of Justice, U.S. Attorney, 
and opposing parties and their attorneys 
as deemed necessary in litigation 
property claims. See also "Blanket 
Routine Uses” set forth at the beginning

of the Army’s listing of record system 
notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file orders; magnetic 
tapes/discs.

r e t r ie v a b i l i t y :

By individual’s surname and court 
docket number.

SAFEGUARDS:

Records are accessible only by 
authorized personnel who are properly 
instructed in the permissible use of the 
information. Buildings housing records 
are protected by security guards.

RETENTION AND DISPOSAL:

Records at The Judge Advocate 
General’s Office are destroyed 10 years 
after final action; i.e., completion of 
litigation or determination that case will 
not be prosecuted. Claims settled by 
local Staff Judge Advocates are 
destroyed 5 years after final action.

SYSTEM  MANAGER(S) AND ADDRESS:

The Judge Advocate General, 
Headquarters, Department of the Army, 
Washington, DC 20310-2210.

NOTIFICATION PROCEDURE:

Individuals desiring to know whether 
or not information on them exists in this 
system of records may write to the 
System Manager, furnishing their full 
name, current address and telephone 
number, case number that appeared on 
documenation, any other information 
that will assist in locating pertinent 
records, and signature.

RECORD ACCESS PROCEDURES:

Individuals desiring access to records 
on themselves should submit their 
request as indicated in “Notification 
procedure”, providing information 
required therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; Army records 
and reports; Office of Personnel 
Management; Department of Justice,
U.S. Attorney, opposing counsel, and 
similar pertinent sources.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.
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A0403.17DAJA

SYSTEM  NAME:

Medical Expense Claim Files.

SYSTEM  l o c a t io n :

Staff Judge Advocate Offices at Army 
commands, field operating agencies, 
installations and activities. A segment of 
the System is located at HQDA(DAJA- 
LT), The Pentagon, Washington, DC 
20310-2210.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Individuals who have received 
medical treatment at the expense of the 
U.S. Army as a result of a tortuous or 
negligent act of a third party; third 
parties causing medical care to be 
furnished to individuals entitled to 
medical care at Government expense.

CATEGORIES OF RECORDS IN THE SYSTEM :

Copies of medical and personnel 
records of individuals injured by a third 
party from whom the U.S. Army is 
seeking to recover the costs of medical 
care furnished the injured party; 
accident and police reports relating to 
the injury, claims investigation files; 
correspondence with attorneys 
representing the Army’s interest; court 
documents; and similar pertinent 
documents.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

42 U.S.C., sections 2651-2653; 
Executive Order 11060; 28 CFR Part 43.

p u r p o s e s :

To negotiate with the tortfeasor or an 
insurance carrier, or to sue the same to 
collect the value of medical care 
furnished the injured party.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

Information may be disclosed to the 
Department of Justice, appropriate U.S. 
Attorneys, civilian attorneys 
representing the injured party who agree 
also to represent the U.S. Army’s claim, 
and opposing parties and their 
attorneys. See also "Blanket Routine 
Uses" set forth at the beginning of the 
Army’s listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records in file folders; magnetic 
tapes/discs.

r e t r i e v a b i u t y :

By individual’s surname and court 
docket number.

SAFEGUARDS:

Records are accessible only by 
authorized personnel who are properly 
instructed in the permissible use of the 
information. Buildings housing records 
are protected by security guards.

RETENTION AND DISPOSAL:

Records at The Judge Advocate 
General’s Office are destroyed 10 years 
after final action; i.e., completion of 
litigation or determination that case will 
not be prosecuted. Claims settled by 
local Staff Judge Advocates are 
destroyed 5 years after final action.

SYSTEM  MANAGER(S) AND ADDRESS:

The Judge Advocate General, 
Headquarters, Department of the army, 
Washington, DC 20310-2210.

NOTIFICATION PROCEDURE:

Individuals desiring to know whether 
or not information on them exists in this 
system of records may write to the 
System Manager, furnishing their full 
name, current address and telephone 
number, case number that appeared on 
documentation* any other information 
that will assist in locating pertinent 
records, and signature.

RECORD A CCESS PROCEDURES:

Individuals desiring access to records 
on themselves should submit their 
request as indicted in "Notification 
procedure”, providing information 
required therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and* 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; Army records 
and reports; Office of Personnel 
Management; Department of Justice,
U.S. Attorneys, opposing counsel, and 
similar pertinent sources.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0406.08DAJA 

SYSTEM  NAME:

Patent, Copyright, Trademark, and 
Properietary Data Files.

SYSTEM  LOCATION:

(1) Primary: JALS-PC, Nassif Building, 
Falls Church, Va 22041-5013

(2) Secondary: Office of the Staff 
Judge Advocate at major Army 
commands, field operating agencies, and 
installations; addresses are listed in the 
Appendix to the Army inventory of 
system notices.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Individuals who have submitted 
inventions to the Government; inventors 
with patents or applications for patents 
procured on behalf of the Department of 
the Army or in which the Government 
has an interest; authors of copyrightable 
or copyrighted material in which the 
Government has an interest; and 
Government employees to whom 
copyright assistance has been rendered.

CATEGORIES OF RECORDS IN THE SYSTEM :

Document relating to; disposition of 
rights in Government employees’ 
inventions; foreign patent filings; 
licensing of Government-owned patents, 
copyrights, and service marks; 
Government interest in or under patents, 
applications for patent, and copyrights 
procured on behalf of the Department of 
the Army; and invention disclosures 
including drawings, patentability search 
reports, evaluation reports, applications, 
amendments, petitions, appeals, 
interferences, licenses, assignments, 
other instruments, and relevant 
correspondence.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

5 U.S.C., section 301. 

p u r p o s e ( s ):

To determine the rights in 
Government employee inventions, and 
to maintain evidence and record of: 
Documents used in filing for foreign 
patents; invention disclosures submitted 
to the Department of the Army; patents 
and applications for patent procured on 
behalf of the Army or in which the Army 
has an interest; patent and copyright 
licensing and assignments; and 
copyright assistance rendered.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH USES:

(1) Information from the system may 
be disclosed to the U.S. Patent and 
Trademark Office, Department of 
Commerce, and/or to the Copyright 
Office, Library of Congress.

(2) In the event of legal proceedings 
and litigation, information may be 
disclosed to the Civil Division, 
Department of Justice.

(3) For foreign patent filings, records 
are presented to the Director of Patent 
Administration, Department of National 
Defense in Ottawa, Ontario, Canada.

(4) Parties to a licensing arrangement 
have access to the specific files 
involved.

(5) Concerned contractors and/or 
Government agencies have access in
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order to conduct patent investigations 
and evaluations.

(6) See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file folders. 

r e t r i e v a b i u t y :

By individual’s surname.
SAFEGUARDS:

Records are maintained in buildings 
protected by security guards, and are 
accessible only to authorized persons 
having need therefor in the performance 
of official duties.

RETENTION AND DISPOSAL:

At the primary location: Records 
pertaining to patent matters are retained 
for 20 to 25 years depending on the 
specific case; those concerning copyright 
matters are retained either for 56 years 
or on expiration of copyright not 
renewed, after which they are destroyed 
by shredding. Records at the secondary 
location are destroyed aftër 2 years.

SYSTEM MANAGER(S) AND ADDRESS:

The Judge Advocate General, 
Headquarters, Department of the Army, 
Washington, DC 20310; senior patent 
attorney at each secondary location.

NOTIFICATION PROCEDURES:

Individuals desiring to know whether 
or not information on them exists in the 
system of records may write to system 
location, furnishing full name, current 
address and telephone number, the case 
number of other identifying information 
on correspondence emanating from the 
Army.

RECORD ACCESS PROCEDURES:

Individuals desiring access to their 
records in system should write to the 
System Manager, furnishing information 
required under ‘Notification procedure’.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing intitial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

r e c o r d  s o u r c e  c a t e g o r i e s :

From the individual, Army records, 
the Government agency interested n the 
invention or copyright, research material 
in libraries, the Patent and Trademark 
Office, and/or the Copyright Office.

e x e m p t io n s  c l a im e d  f o r  t h e  s y s t e m :

None.

A0501.10DAMI 

SYSTEM  NAME:

Counterintelligence Research File 
System (CIRFS).

SYSTEM  l o c a t io n :

Counterintelligence and Security 
Division, Assistant Chief of Staff for 
Intelligence, Department of the Army, 
the Pentagon, Washington, DC 20310.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Individuals who have come to the 
attention of the U.S. Army 
counterintelligence community during 
the course of intelligence operations or 
normal mission requirements.

CATEGORIES OF RECORDS IN THE SYSTEM :

File contains reports used by the U.S. 
intelligence community and, in some 
cases, photographs of the individual.
File is random is structure and 
personalities are coded for retrieval by a 
computerized index.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM.*

Executive Order 10450. 

p u r p o s e ( s ):

To assist the Counterintelligence Desk 
Analyst in compiling a historical record.

ROUTINE U SE S OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPO SES OF SUCH U SE S:

None authorized.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Microfilmed reels in cassettes and 
indexed on computer diskpack.

r e t r i e v a b i u t y :

Microfilmed in random order. 
Retrieved by personality name via 
computer index which identifies the reel 
and document location containing the 
requested name.

s a f e g u a r d s :

Building protected by security guards 
and storage point electronically 
monitored for illegal entry.
Computerized index is access controlled 
by a code word that is issued only to 
properly screened, cleared and trained 
personnel. Code word is presently held 
only by the Assistant Chief of Staff for 
Intelligence and issued only to the team 
of a group conducting a screening 
operation of the CIRFS.

RETENTION AND DISPOSAL:

Records are permanent. They 
photographed onto microfilm and the

original document destroyed. The file is 
presently being screened for 
identification of documents no longer 
needed and selected documents are 
being destroyed at the direction of the 
Assistant Chief of Staff for Intelligence, 
Headquarters, Department of Army.

SYSTEM  MANAGER(S) AND ADDRESS:

The Assistant Chief of Staff for 
Intelligence, Department of the Army, 
The Pentagon, Washington, DC 20310.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Commander, U.S. Army Intelligence and 
Security Command, ATTN; IACSF-FI, Ft 
Meade, MD 20755; telephone: 301/677- 
4242/4243.

RECORD ACCESS PROCEDURE:

Requests from individuals should be 
addressed to the Commander, U.S.
Army Intelligence and Security 
Command, ATTN: IACSF-FI, Ft Meade, 
MD 20755. Written requests must 
contain the full name and SSN of the 
individual, current address, and 
telephone number. For personal visits, 
the individual should furnish acceptable 
identification and verbal information 
that can be verified from his/her file 
card.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From investigative reports of the 
Defense Investigative Service, U.S.
Army Intelligence and Security 
Command, other Federal and 
Department of Defense investigative and 
law enforcement agencies.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

All portions of this System of records 
which fall within 5 U.S.C. 522a(k)(l), (2), 
or (5) are exempt from the following 
provisions of Title 5 U.S.C., Section 
552a: (c)(3), (d), (e)(4)(G), (e)(4)(H),
(e)(4)(I) and (f).

A0502.03aDAM I

SYSTEM  NAME:

Intelligence Collection Files.

SYSTEM  l o c a t io n :

U.S. Army Intelligence and Security 
Command, Ft Meade, MD 20755. 
Decentralized segments located at U.S. 
Army Intelligence and Security 
Command groups, field stations, 
battalions, detachments, field offices
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and resident offices stationed 
worldwide.

CATEGORIES OF INOIVtDUALS COVERED BY THE
s y s t e m :

Any individual who is qualified and 
may be accepted for sensitive 
intelligence duties with the U.S. Army.

c a t e g o r i e s  o f  r e c o r d s  in  t h e  s y s t e m :

Files contain documents which 
describe the requirements, the 
objectives, the approvals, the 
implementation, the reports, and the 
results of Department of the Army 
sensitive intelligence activities.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

Executive Order 10450, paragraphs 2, 
3, 4, 5, 6, 7, 8, 9, and 14; 10 U.S.C., section 
3012(b)(c)(g); National Security Act of 
1947, as amended.

p u r p o s e ( s ) :

To support contingency planning and 
military operations.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SES:

(1) Information is used by The Federal 
Bureau of Investigation and the Central 
Intelligence Agency for 
counterintelligence and intelligence; 
within the continental United States for 
the FBI and outside the continential 
United States for the CIA.

(2) Information may be disclosed to 
foreign law enforcement, security, 
investigatory, or administrative 
authorities in order to comply with 
requirements imposed by, or to claim 
rights conferred in international 
agreements and arrangements including 
those regulating the stationing and 
status in foreign countries of DOD 
military and civilian personnel and 
other countries where there are routine 
reciprocal exchanges of information.

(3) See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records in file folders and 
visible, vertical card files; automated 
records on disc with video display of 
individual source records on cathrode 
ray tube.

r e t r i e v a b i u t y :

Alphabetically by last name, 
numerically by source and numerically 
by project number.

SAFEGUARDS:

Buildings employ security guards. 
Records are maintained in areas 
accessible only to authorized personnel 
who are properly cleared, and have a 
need-to know for the information. 
Automated media are protected by 
authorized code word for access to 
system, controlled access to operations 
rooms, and controlled input distribution.

RETENTION AND DISPOSAL:

Records are permanent and retained 
in active file until no longer needed; 
then retired to the Investigative Records 
Repository, U.S. Army Intelligence and 
Security Command, Ft Meade, MD 
20755.

SYSTEM  MANAGER(S) AND ADDRESS:

The assistant Chief of Staff for 
Intelligence, Department of the Army, 
The Pentagon, Washington, DC 20310.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Commander, U.S. Army Intelligence and 
Security Command, ATTN; IACSF-FI,
Ft. Meade, MD 20755; telephone: Area 
Code 301-377-4742/4743.

RECORD ACCESS PROCEDURES:

Requests should be addressed to the 
Commander, United States Army 
Intelligence and Security Command, 
ATTN: IACSF-FI, Ft Meade, MD 20755. 
Written requests must contain the full 
name and SSN of the individual, current 
address, and telephone number. For 
personal visits, the individual must 
furnish acceptable identification and 
verbal information that can be verified 
from his/her file.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505)

RECORD SOURCE CATEGORIES:

From individual investigative reports 
of Defense Investigative Services, U.S. 
Army Intelligence and Security 
Command, and other Federal and DOD 
investigative and law enforcement 
agencies.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

All portions of this system of records 
which fall within 5 U.S.C. 552a(k)(l), (2), 
or (5) are exempt from the following 
provisions of Title 5 U.S.C., section 552a:
(c)(3), (d), (e)(4)(G), (e)(4)(H), (e)(4)(I), 
and (f).

A0502.03bDAMI 

SYSTEM  NAME:

Technical Surveillance Index.

SYSTEM  LOCATION:

Decentralized location at Investigative 
Records Repository, Headquarters, U.S. 
Army Intelligence and Security 
Command, Ft. Meade, MD; Systems 
Division, Office of the Deputy Chief of 
Staff, Intelligence, HQ, U.S. Army 
Europe and Seventh Army, Heidelberg, 
Germany; Office of the Depty Chief of 
Staff for Personnel, Headquarters, 
Department of the Army, The Pentagon; 
and Crimes Record Center, Ft Holabird, 
MD.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Persons whose conversations have 
been intercepted during techical 
surveillance operations conducted by, or 
on behalf of the Army.

CATEGORIES OF RECORDS IN THE SYSTEM :

Individual’s name and citizenship, any 
associated telephone number or radio 
call sign; location, date, and time of the 
surveillance activity, and the source 
document.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

18 U.S.C., sections 2510-2520 and 3504.

PU RPO SE(S);

To assist the Counterintelligence 
Officer in compiling a total investigative 
record.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

None authorized.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Magnetic tapes and paper records. 

r e t r i e v a b i u t y :

U.S. Army Europe and Seventh Army 
segment uses a computerized retrieval 
system of name, address, telephone 
number or case designation. Other 
segments are retrieved manually by 
name, address telephone number or case 
designation.

SAFEGUARDS:

Access to buildings is controlled by 
security gurards. Records are 
maintained in General Services 
Administration approved security 
containers, physically separated from 
other materials, and are accessible only 
to authorized personnel who are 
properly screened, cleared, and trained.

RETENTION AND DISPOSAL:

Records are permanent.



Federal Register /  Vol 52, No. 96 /  Tuesday, May 19, 1987 /  Notices 1 8 8 1 7

SYSTEM  MANAGER(S) AND ADDRESS:

The Assistant Chief of Staff for 
Intelligence, Headquarters, Department 
of the Army. The Pentagon, Washington, 
DC 20310.

NOTIFICATION PROCEDURE:

Information may be obtained from 
Headquarters, Department of the Army. 
ATTN: DAMI-CIS, The Pentagon, 
Washington, DC 20310; telephone: (202) 
697-7993.

RECORD ACCESS PROCEDURES:

Requests should be addressed to the 
appropriate decentralized repository. 
Written requests should contain the full 
name of the individual, current address, 
and telephone number.

CONTESTING RECORD PROCEDURES:

The Army's rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505)

RECORD SOURCE CATEGORIES:

From the Army and other 
investigative agencies.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

All portions of this system of records 
which fall within 5 U.S.C. 522a (k)(l), (2), 
or (5) are exempt from the following 
provisions of Title 5 U.S.C., Section 522a 
(c)(3), (d), (e)(4)(G), (e)(4)(H), (e)(4)(I).

A0502.08DAMI 

SYSTEM NAME:

Badge and Credential Files.

SYSTEM l o c a t io n :

U.S. Army Intelligence and Security 
Command, Ft Meade, MD 20755. 
Decentralized Segments exist at U.S. 
Army Intelligence and Security 
Command groups, field stations, 
battalions, detachments, field or 
resident offices having assigned 
personnel who possess Military 
Intelligence badges and credentials.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM:

Individuals who currently possess or 
in the past possessed Military 
Intelligence badge and credential.

CATEGORIES OF RECORDS IN THE SYSTEM :

Card file contains the names, SSN, 
rank, and badge and credenital number 
of each person who has been issued 
Military Intelligence badge and 
credential. This card file is an index to a 
numerical filing system consisting of 
envelopes having a badge and 
credential status and Control Card (MIA 
Form 70) attached which contains the 
name of the individual, badge and

credential number, component (military 
or civilian), military occupational 
speciality, clearance of civilian, 
authority for issue, and comments which 
indicate the history of the badge and 
credential keyed to the individuals 
having been assigned the badge and 
credential.

AUTHORITY FOR MAINTENANCE OF THE 
s y s t e m :

Executive Order 10450, sections 2, 3, 4, 
5, 6, 7, 8, 9 and 14; 10 U.S.C., section 
3012(b)(c)(d) and (g); National Security 
Act of 1974, as amended.

PU RPO SE(S):

To maintain control and 
accountability over Military Intelligence 
badges and credentials.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SE S:

Information may be disclosed to 
Federal investigative and/or intelligence 
agencies to ascertain if an individual 
legally possesses badges and 
credentials. See “Blanket Routine Uses” 
set forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Card files.

RETRIEVABIUTY:

Alphabetically by last name of 
possessor of badge and credential.

SAFEGUARDS:

Primary system is maintained in 
buildings employing security guards. 
Records are maintained in areas 
accessible only to authorized personnal 
who are properly cleared and trained.

RETENTION AND DISPOSAL:

Records are maintained indefinitely. 
Destruction is authorized by Central 
Custodian of the badge and credential.

SYSTEM  MANAGER(S) AND ADDRESS:

The assistance Chief of Staff for 
Intelligence, Headquarters, Department 
of the Army, The Pentagon, Washington, 
DC 20310.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Commander, U.S. Army Intelligence and 
Security Command, ATTN: IACSF-FI, Ft 
Meade, MD 20755; telephone 301/677- 
4742/47443.

RECORD ACCESS PROCEDURE:

Requests should be addressed to the 
Commander, U.S. Army Intelligence and 
Security Command, ATTN: IACSF-FI, Ft

Meade, MD 20755. Written request must 
contain the full name and SSN of the 
individual, current address, and 
telephone number. For personal visits, 
the individual should furnish acceptable 
identification and verbal information 
that can be verified from his/her file 
card.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

U.S. Army personnel and security 
records and U.S. Army Orders.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0502.10aDAMI

SYSTEM  NAME:

USAINSCOM Investigative Files 
System.

SYSTEM  l o c a t io n :

U.S. Army Intelligence and Security 
Command, Ft Meade, MD 20755. 
Decentralized segments are located at 
U.S. Army Intelligence and Security 
Command groups, field stations, 
battalions, detachments, and field 
officers stationed worldwide.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Military personnel of the U.S. Army, 
including active duty. National Guard, 
reservists and retirees; civilian 
employees of the Department of the 
Army, including contract, temporary, 
part-time, advisory, and volunteer, 
citizen and alien employees located 
both in the U.S. and in overseas areas; 
industrial or contractor personnel who 
are civilians working in private industry 
for firms which have contracts involving 
access to classified Department of 
Defense information; aliens granted 
limited access authorization to U.S. 
Defense information; DOD alien 
personnel investigated for visa 
purposes; individuals about whom there 
is a reasonable basis to believe that 
they are engaged in, or plan to engage 
in, activities such as (1) theft, 
destruction, or sabotage of ammunition, 
equipment, facilities, or records 
belonging to DOD units or installations,
(2) possible compromise of classified 
defense information by unauthorized 
disclosure or by espionage, (3) 
subversion of loyalty, discipline or 
morale of Department of Army military 
or civilian personnel by actively
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encouraging violation of lawful orders 
and regulations or disruption of military 
activities, (4) demonstrations on active 
or reserve Army installations or 
immediately adjacent thereto which are 
of such character that they are likely to 
interfere with the conduct of military 
operations, (5) direct threats to DOD 
military or civilian employees regarding 
their official duties or to other persons 
authorized protection by DOD 
resources, and (6) activities or 
demonstrations endangering classified 
defense contract facilities or key 
defense facilities of the Panama Canal 
approved by Headquarters, Department 
of the Army; certain non-DOD affiliated 
persons whose activities involve them 
with the DOD, namely, activities 
involving requests for admission to DOD 
facilities or requests for certain 
information regarding DOD personnel, 
activities, or facilities; persons formerly 
affiliated with the DOD; persons who 
applied for or are/were being 
considered for employment with or 
access to DOD such as applicants for 
military service, pre-inductees and 
prospective contractors; visa applicants, 
individuals residing on, having 
authorized official access to, or 
conducting or operating any business or 
other function at any DOD installation 
and facility; and U.S. Army Intelligence 
and Security Command sources.

CATEGORIES OF RECORDS IN THE SYSTEM :

(1) Requests for investigation and 
attachments thereto such as personal 
history statements; fingerprint cards; 
personnel security questionnaire; 
waivers for release of credit; medical 
and/or educational records; and 
National Agency check requests.

(2) Investigations conducted by U.S. 
Anny Intelligence and Security 
Command or other DOD, Federal, State 
or local investigative agency to include: 
National Agency checks; local agency 
checks; military records; birth records; 
employment records; education records; 
credit records; interviews of education, 
employment, and credit references; 
interviews of listed and developed 
character references; interviews of 
neighbors; documents which succinctly 
summarize information in subject’s 
investigative file; case summaries 
prepared by both investigative control 
offices and requesters of investigation 
interrogation reports, correspondence 
pertaining to the investigation or its 
adjudication by clearance authority to 
include; (1) information which reflects 
the chronology of the investigation and 
adjudication; (2) all recommendations 
regarding the future status of the 
subject; (3) actions of security/loyalty 
review boards (4) final actions/

determinations made regarding the 
subject, and (5) security clearance, 
limited access authorization, or security 
determination; index tracing reference 
which contains aliases and the names of 
the subject and names of co-subjects;
U.S. Army Intelligence and Security 
Command form indicating dossier has 
been reviewed and all material therein 
conforms to Department of Defense 
policy regarding retention criteria; U.S. 
Army Intelligence and Security 
Command form to indicate material has 
been removed and forwarded to the 
Defense Investigative Service; security 
termination statements; notification of 
denial, suspension, or revocation of 
clearance; record of U.S. Army 
Intelligence and Security Command 
agent case assignments; reports of 
casualty, biographic data concerning 
Army personnel who are missing or 
captured; cross reference sheets which 
indicate the removal of investigative 
documents requiring limited access.

(3) Case control and management 
documents that serve as the basis for 
conducting the investigation. This 
includes documents requesting the 
investigation; background data such as 
personal history statement, fingerprint 
cards. National Agency check requests, 
and release statements; and documents 
used in case management and control 
such as lead sheets, other field tasking 
documents, and transfer forms.

(4) Card index of personnel 
investigations/operations which are 
under controlled access, to include U.S. 
Army Intelligence and Security 
Command personnel, file procurement 
officers, and sensitive counter
espionage, counter-sabotage, and 
counter-subversion investigations and/ 
or operations.

(5} Accession file maintained to keep 
record of all persons and agencies 
authorized to receive Investigative 
Records Repository (IRR) Files.

(6) Microfilm index and catalogue file, 
which is an index to all investigative 
holdings contained in microfilmed 
investigative records.

(7) Investigative index card file record 
system maintained to keep a permanent 
record of all dossiers charged out of U.S. 
Army Intelligence and Security 
Command on loan to user agencies or on 
permanent transfer to Defense 
Investigative Service.

(8) Document account record or 
dossiers of their reproductions or 
microfiche files forwarded from and 
returned to U.S. Army Intelligence and 
Security Command.

(9) File containing a record of all 
favorable IRR dossiers destroyed 
because no action has transpired in the

file within the past 15 years. File 
consists of either the last clearance 
certificate contained in the dossier or, if 
no clearance certificate exists, a 
summary card containing the name of 
the individual, his/her date and place of 
birth, his/her SSN, or Army service 
number, date and type of investigation, 
and the name of the agency which 
conducted the investigation.

(10) Records accounting for the 
disclosure of U.S. Army Intelligence and 
Security Command investigative 
material made outside the U.S. Army.

(11) Card file containing a summary of 
all actions taken by the U.S. Army 
Intelligence and Security Command in 
the conduct of security adjudication.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

Executive Order 10450. Sections 2, 3,
4, 5, 6, 7, 8 ,9  and 14; Title 10 U.S.C., 
Section 3012(b)(c)(g); National Security 
Act of 1947, as amended; Executive 
Order 11652 Sections, 1, 2, 3, 4, 5, 6, 7, 8.
9,10 and 12; Executive Order 9397.

p u r p o s e (s ):

To provide information to assess an 
individual’s acceptability for assignment 
to or retention in sensitive positions 
consistent with the interest of national 
security; to provide authorized 
protective service; and to conduct 
counterintelligence and limited 
reciprocal investigations.

ROUTINE U SE S OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

Information may be disclosed to:
(1) Accredited Federal criminal and 

civil law enforcement agencies including 
those responsible for conducting their 
own investigations as to suitability for 
employment or access of current or 
potential employees formerly affiliated 
with the Department of Defense.

(2) Other accredited Federal agencies 
serviced by the Office of Personnel 
Management but with a need to 
evaluate the suitability of potential 
employees formerly affiliated with the 
Department of Defense.

(3) Congress, including the General 
Accounting Office.

(4) Veterans Administration.
(5) Specific uses of U.S. Army 

Intelligence and Security Command 
Investigative files are:

(6) To determine the loyalty, 
suitability, eligibility, and general 
trustworthiness of individuals for 
assignment or appointment to sensitive 
military duties or to critical sensitive 
civilian positions.
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(7) To determine the eligibility and 
suitability of individuals for entry and 
retention in the Armed Forces. u

(8) To provide information for ongoing 
security and suitability investigations 
being conducted by Federal agencies,

(9) To provide information to assist 
Federal agencies in the administration 
of criminal justice and prosecution of 
offenders.

(10) To provide information in judicial 
or adjudicative proceedings, including 
litigation, or in accordance with a court 
order.

(11) To make statistical evaluations of 
investigative activities.

(12) To provide protective services 
when authorized by the Secretary of 
Defense for the Department of Defense, 
Distinguished Visitors Protection 
Program. The objective of this program 
is to provide physical protection for 
distinguished foreign visitors of 
Department of Defense and the Military 
departments and high ranking members 
of the Department of Defense and its 
agencies, and to assist the U.S. Secret 
Service in its protective functions.

(13) To provide information in 
response to Inspector General, Equal 
Employment Opportunity, other 
complaint investigations and 
Congressional inquiries.

(14) To determine the eligibility and 
suitability of an individual for favorable 
personnel actions in the Armed Forces 
of the U.S., to include Reserve and 
National Guard.

(15) For use in alien admission and 
naturalization inquiries conducted under 
section 105 of the Immigration and 
Nationality Act of 1952, as amended.

(16) For use in benefit determinations 
by the Veterans Administration.

(17) The distribution of investigative 
information to other DA activities or 
outside agencies is based on this 
agency’s evaluation of their needs and 
the relevance of the information to the 
use for which it is provided. Information 
collected for one purpose is not 
automatically used for the other 
purposes or by the other users indicated 
in this description.

(18) See ’Blanket Routine Uses set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND
d is p o s in g  o f  r e c o r d s  in  t h e  s y s t e m :

Upon receipt of a valid request for an 
investigation, the request package is 
given a control number and placed in a 
case folder (paper record) together with 
identification data concerning the 
subject of the request for investigation 
und control number. The request is 
entered into an automated data

processing system (U.S. Army 
Intelligence and Security Command case 
control system), iwhich is designed to 
provide statistical data and case control 
management information on the number 
and types of investigations that are 
opened, currently pending, and closed in 
U.S. Army Intelligence and Security 
Command, This automated system, 
triggers automatic requests upon the 
Defense Central Index of Investigations 
(DCU), a master index that holds 
reference to all Department of Defense 
investigations conducted by U.S. Army 
Intelligence and Security Command and 
the Military Services investigative file 
repositories. If there are files on the 
subject, a request is generated by U.S. 
Army Intelligence and Security 
Command upon the appropriate 
repository. Upon review of the request 
package and other investigative files 
retrieved through DCII, investigative 
requirements are then determined by the 
U.S. Army Intelligence and Security 
Command Control Office and 
investigative leads are dispatched to the 
U.S. Army Intelligence and Security 
Command field elements and other 
pertinent Governmental investigative 
agencies. Upon receipt of the 
investigative leads at the field level, a 
duplicate investigative field is prepared 
by the receiving field element. This file 
contains investigatory report and case 
control material pertaining only to the 
specific investigative leads assigned to 
the controlling field element. At this 
point the U.S. Army Intelligence and 
Security Command investigative file 
enters into a pending status. During this 
pending status, investigative reports are 
prepared by U.S. Army Intelligence and 
Security Command field element and 
sent to the control office, based upon 
record and interview data obtained 
during the investigation. Upon 
completion of the investigation, the 
closed investigative file held by the U.S. 
Army Intelligence and Security 
Command Control Office is forwarded 
thru the IRR to the requestor of the 
investigation. Upon receipt, the 
requestor adjudicates the investigation 
and returns it to the IRR for retention.
The duplicate files prepared by U.S.
Army Intelligence and Security 
Command field elements are destroyed 
120 days after the closing.

s t o r a g e :

Paper records in file folders, rolled 
microfilm, and microfiche.

r e t r ie v  a b i l i t y :

(a) File folders are maintained in 
terminal digit order by regular dossier 
number and SSN. In order to obtain the 
dossier number of the subject at least

one personal identifier is required. For 
those subjects- who have no identifying 
data such as date of birth, military 
service number or SSN, the name only 
index is searched, Additionally, a non
standard search is required. The name 
only index will provide a subject’s name 
and dossier number only. The non
standard search will provide a listing of 
all subjects with identifying data. In 
these instances, some other identifying 
data must be furnished such as address. 
Dossiers possibly identical with the 
subject may be forwarded to the 
requester.

(b) Microfiche files are maintained in 
duplicate copy in separate locations in 
Microfilm Division, IRR. The records are 
maintained in terminal digit order 
according to regular dossier number or 
SSN.

(c) Microfilm records are retrieved by 
name or dossier number.

s a f e g u a r d s :

Building 4552, which houses the IRR, 
is under 24-hour guard and accessible 
only to authorized personnel. Only 
individuals accredited as file 
procurement officers may obtain and 
review IRR investigative records. 
Subordinate U.S. Army Intelligence and 
Security Command elements and other 
official requesters are required to have 
General Services Administration 
approved containers for the storage of 
investigative files. Certified mail is used 
to forward any investigative files to 
official requesters of U.S. Army 
Intelligence and Security Command 
subordinate elements.

r e t e n t io n  a n d  d i s p o s a l :

Personnel security investigative files 
may be retained for 15 years after last 
action reflected in the file, except that 
files which resulted in adverse action 
against the individual will be retained 
permanently. However, once affiliation 
is terminated, acquiring and adding 
material to the file is prohibited unless 
affiliation is renewed.

SYSTEM  MANAGER(S) AND ADDRESS:

The Assistant Chief of Staff for 
Intelligence, Headquarters, Department 
of the Army, The Pentagon, Washington, 
DC 20310.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Commander, U.S. Army Intelligence and 
Security Command, ATTN: IACSF-FI,
Ft. Meade, MD 20755; telephone: 301/ 
677-4742-4743.

RECORD ACCESS PROCEDURES:

Requests should be sent to the 
Commander, U.S. Army Intelligence and
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Security Command, ATTN: IACSF-FI,
Ft. Meade, MD 20755. Written requests 
should contain the full name of the 
individual, SSN, previous service 
number (if any), current address, and 
telephone number. Visits are limited to 
Building 4552, Ft. Meade, MD 20755; 
Visitors must provide acceptable 
identification (e.g., valid driver's license, 
employing officer’s identification card) 
and verbal information that can be 
verified with his/her case folder.

CONTESTING RECORD PROCEDURES:

The A m y's rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

Department of Defense and Military 
Department records; Federal Agency 
records; State, county, and municipal 
records; employment records of private 
schools, colleges, universities, technical 
and trade schools; hospital records; real 
estate agencies; credit bureaus, loan 
companies, credit unions, banks, and 
other financial institutions which 
maintain credit information on 
individuals; Transportation companies, 
(airlines, railroads, etc.); Other private 
records sources deemed necessary in 
order to complete an investigation; 
miscellaneous records such as: 
Telephone directories; city directories; 
Who’s Who in America; Who’s Who in 
Commerce and Industry; Who Knows 
What—A listing of experts in various 
fields; American Medical Directory; 
Martindale-Hubbell Law Directory; U.S. 
Postal Guide; Insurance Directory; Dunn 
and Bradstreet; and The U.S. Army 
Register; any other type of 
miscellaneous record deemed necessary 
to complete the U.S. Army Intelligence 
and Security Command investigation; 
the interview of individuals who have 
knowledge of the subject’s background 
and activities; the interview of 
witnesses; the interview of victims; the 
interview of confidential sources; and 
the interview of other individuals deem 
necessary to complete the U.S. Army 
Intelligence and Security Command 
investigation.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

All portions of this system of records 
which fall within 5 U.S.C. 552a(k) (1), (2), 
or (5) are exempt from the following 
provisions of Title 5 U.S.C. section 552a;
(d), (e)(4)(G), (e)(4)(H), and (e)(4)(I).

A0503.03aDAM I

SYSTEM  NAME:

Department of the Army Operational 
Support Activities Files.

SYSTEM  LOCATION:

U.S. Army Intelligence and Security 
Command, Ft. Meade, MD 20755-5995.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Selected members of the U.S. Army 
and civilian employees of the 
Department of the Army who participate 
in and have received support for 
conducting U.S. Army intelligence and 
counterintelligence duties. Included are 
personnel of other Federal agencies who 
request and receive support from 
appropriate authority.

CATEGORIES OF RECORDS IN THE SYSTEM :

Card file with automated index of 
individuals who have received support 
from Department of the Army in 
completing specialized duties within the 
Army’s intelligence and 
counterintelligence activities. Card files 
and duplicate automated files of 
individuals indicating any identity and 
other data which may be used to 
identify them in their support of the 
Department of Army’s intelligence and 
counterintelligence activities.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

Executive Order 10450, sections 2, 3,4, 
5, 6, 7, 8 ,9 , and 14; 10 U.S.C., section 
3012(b)(c)(g); National Security Act of 
1947, as amended; E.O. 9397.

p u r p o s e (s ) :

To identify and manage the career of 
individuals performing duties in the 
Department of the Army specialized 
intelligence and counterintelligence 
assignments.

ROUTINE U SE S OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PU RPO SES OF SUCH U SE S:

Other Federal investigative and/or 
intelligence agencies use the file to 
verify identity and assignments. See 
also ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file folders, vertical 
card file, computer diskpack and 
printouts.

RETRIEV ABILITY:

Alphabetically by individual’s 
surname; automated files by SSN.

s a f e g u a r d s :

Material is stored in General Services 
Administration containers approved for 
the storage of secret material. Building

in which material is stored is locked 
during hours of nonoccupancy. 
Automated files are access controlled 
by a codeword issued only to properly 
screened, cleared, and trained 
personnel.

RETENTION AND DISPOSAL:

Permanent.

SYSTEM  MANAGER(S) AND ADDRESS:

The Assistant Chief of Staff for 
Intelligence, Department of the Army, 
Washington, DC 20310,

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Commander, U.S. Army Intelligence and 
Security Command, ATTN: IACSF-FI,
Ft. Meade, MD 20755; telephone: 301/ 
677-4742-4743.

RECORD ACCESS PROCEDURES:

Requests from individuals should be 
addressed to the Commander, U.S.
Army Intelligence and Security 
Command, ATTN: IACSF-FI, Ft Meade, 
MD 20755. Written requests must 
contain the full name and SSN of the 
individual, current address, and 
telephone number. For personal visits, 
the individual must furnish acceptable 
identification and verbal information 
that can be verified from his/her file 
card.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; investigative 
reports of Defense Investigative Service, 
U.S. Army Intelligence and Security 
Command, and other Federal and 
Department of Defense investigative and 
law enforcement agencies.

EXEMPTION CLAIMED FOR THE SYSTEM :

All portions of this system of records 
which fall within 5 U.S.C. 552a(k) (1), (2), 
or (5) are exempt from thé following 
provisions of Title 5 U.S.C., section 552a: 
(c)(3), (d), (e)(4)(g), (e)(4)(H), (e)(4)(I), 
and (f).

A0503.06aDAM I 

System name:
Counterintelligence Operations Files. 

System location:
Primary: U.S. Army Intelligence and 

Security Command, Ft Meade, MD 
20755. Decentralized segments exist at 
U.S. Army Intelligence and Security 
Command groups, field stations,



Federal Register /  Vol. 52, No. 96 /  Tuesday, May 19, 1987 /  Notices 18821

battalions, detachments, and field 
offices stationed world-wide;

Categories o f individuals covered by the 
system:

Active and retired military personnel, 
Department of Defense affiliated 
civilians including contractor personnel 
employed by civilian firms having 
defense contracts, and individuals not 
affiliated with the Department of 
Defense only if there is a reasonable 
basis to believe that one or more of the 
following situations exist: Theft, 
destruction or sabotage of weapons, 
ammunition, equipment, facilities or 
records belonging to Department of 
Defense units or installations; possible 
compromise of classified defense 
information by unauthorized disclosure 
or by espionage; subversion of loyalty, 
discipline or morale of Department of 
the Army military or civilian personnel 
by actively encouraging violation of 
laws, disobedience of lawful orders and 
regulations, or disruption of military 
activities; demonstrations on active or 
reserve Army installations or 
demonstrations immediately adjacent to 
them which are of such a size or 
character that they are likely to interfere 
with the conduct of military activities 
(Armed Forces Induction Centers, U.S. 
Army Recruiting Stations located offpost 
and facilities of Federalized National 
Guard Units are considered to be active 
DOD installations. For the purpose of 
the sub-paragraph, Reserve Officer 
Training Corps installations on 
campuses are not considered to be 
active or reserve Army installations and 
coverage of demonstrations at or 
adjacent to such installations is not 
authorized); direct threats to 
Department of Defense military or 
civilian personnel regarding their official 
duties or to other persons authorized 
protection by Department of Defense 
resources; activities or demonstrations 
endangering classified Defense contract 
facilities or key defense facilities, 
including Panama Canal, approved by 
Headquarters, Department of the Army 
as key to the defense and operation of 
the Panama Canal.

Categories o f records in the system: 
Documents used to conduct foreign 

counterintelligence operations and 
investigations pertaining to the U.S. 
Army’s responsibilities under the 
categories of counterintelligence, 
counterespionage, counter-sabotage, 
counter-subversion, and international 
terrorism.

Authority fo r maintenance o f the system: 
Executive Order 10450, Security 

Requirements for Government -

Employment in particular Sections 2 
and 9e thereof; Executive Order 12036, 
U.S. Intelligence Activities, in particular 
paragraph 1-1104,1-1112,1-1113,1- 
204(b) and 2-208; the National Security 
Act of 1947, as amended (10 U.S.C., 
Section 3012(b)(c) and (g); E.O. 9397.

Purpose(s):
To document investigations and 

operations pertaining to the U.S. Army’s 
responsibilities for counterintelligence, 
and to detect, identify, and neutralize 
foreign intelligence and international 
terrorist threats to the Department of 
Defense.

Routine uses of records maintained in the 
system, including categories of users and the 
purposes of such uses:

(1) Information is provided to Federal 
agencies and other services and 
governmental agencies whose missions 
contain responsibility for foreign 
counterintelligence activities.

(2) Information may be disclosed to 
foreign law enforcement, security, 
investigatory or administrative 
authorities in order to comply with 
requirements imposed by or to claim 
rights conferred in international 
agreements and arrangements including 
those regulating the stationing and 
status in foreign countries of 
Department of Defense military and 
civilian personnel and other countries 
where there are routine reciprocal 
exchanges of information.

(3) This distribution of operational 
and investigative information to outside 
agencies is based on the evaluation by 
the U.S. Army Intelligence and Security 
Command of the other activity’s needs 
and the relevance of the information to 
the use for which it is to be provided. 
Information collected is not 
automatically used for all the purposes 
or by all the other users listed in this 
description.

(4) See 'Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing or record system notices.

Policies and practices for storing, retrieving, 
accessing, retaining, and disposing of records 
in the system:
Storage:

Reports generated in the 
documentation of agency investigations 
and operations are retained in original 
report format as paper records in file 
folders. Other records and reports are 
maintained as paper records in file 
folders and in microfiche. Extracted 
information is converted into 
appropriate language for storage on a 
computer diskpack.

Retrievability:
Paper records are retrieved by name 

or file number. Computerized data are 
retrieved by name, SSN, date of birth, 
placed of birth, and aliases; by 
designation of the operation or 
investigation, or by identification of 
foreign intelligence agency.

Safeguards:
Files are maintained in three-position 

combination, fire resistant steel security 
containers housed in security controlled 
areas accessible only to authorized 
personnel. Computerized data are 
controlled by a codeword that is issued 
only to properly screened, cleared and 
trained personnel. System employs on
line, dial-up procedures, enhanced by 
shielding and other appropriate 
technical safeguards to protect data 
against potential compromising 
emanations and/or unauthorized access.

Retention and disposal:
Paper records documenting foreign 

counterintelligence operations are 
permanent. At the termination of the 
operation/investigation, files are retired 
to the U.S. Army Intelligence and 
Security Command’s Investigative 
Records Repository. Computerized 
information is updated periodically and 
all previous copies destroyed.

System manager(s) address:
The Assistant Chief of Staff for 

Intelligence, Department of Army, 
Washington, DC 20310.

Notification procedure:
Information may be obtained by 

writing to the Commander, U.S. Army 
Intelligence and Security Command, 
ATTN: IACSF-FI, Ft Meade, MD 20755; 
telephone: (301) 677-4742/4743.

Record access procedures:
Requestor should contact the 

Commander, U.S. Army Intelligence and 
Security Command, ATTN: IACSF-FI, Ft 
Meade, MD 20755; furnishing full name, 
SSN, current address, and telephone 
number. For personal visits, requestor 
should present acceptable proof of 
identity such as a valid driver’s license, 
military identification card, Department 
of Defense building pass, or other type 
of identification containing photograph 
and identity data.

Contesting record procedures:
The Army’s rules for access to records 

and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505). ■
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Record source categories:
From individuals.

Exemptions claimed for the system:
All portions of this system of records 

which fall within 5 ILS.C. 552a(k)(l), (2), 
or (5) are exempt for provisions of Title 
5 U.S.C., section 552a: (c)(3), (d), (e)(1),
(e)(4)(G), (e)(4)(H), (e)(4)(I), and (f).

A0609.02DAAG 

SYSTEM  NAME:

Army Nuclear Test Personnel Review 
Program (ANTPR).

SYSTEM  l o c a t io n :

(1) Primary system exist at The 
Adjutant General’s Office,
Headquarters, Department of the Army, 
Washington, DC 20310.

(2) Automated segments exist at 
JAYCOR, 1608 Spring Hill Road, Vienna, 
VA 22180-2270, and at Reynolds 
Electrical and Engineering Company, 
INC., Mail Shop 543, P.O. Box 1440, Las 
Vegas, Nevada 89114.

(3) Extracts of individual records are 
located at Headquarters, Defense 
Nuclear Agency, Washington, DC 20305.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Army military and civilian personnel 
and/or contractor personnel in support 
of the Army who were exposed to 
radiation as the direct result of 
government-sponsored atmospheric 
nuclear detonation occurring between 
1945 and 1962.

CATEGORIES OF RECORDS IN THE SYSTEM :

Name, rank/grade, service number, 
Social Security Number, current or last 
known address, dates of test 
participation, radiatioa exposure and 
dosage data, Army unit/office of 
assignment at time of exposure, current 
medical status, and next- of-kin data.

AUTHORITY FOR MAINTENANCE OF THE
S y s t e m :

10 U.S.C., section 3012; 42 U.S.C., 
section 2013c; E.O. 9397.

p u r p o s e (s ):

To identify personnel who either were 
exposed to or participated in the 
atmospheric nuclear detonation program 
and to collect radiation exposure 
information so as to determine 
appropriate government-provided 
medical treatment; and to answer 
inquiries.

ROUTINE U SE S OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SE S:

Information from this system of 
records may be dislcosed to:

(1) Veterans Administration, to 
process/adjudicate claims in which 
service-connected disabilities resulting 
from radiation exposure are alleged.

(2) National Research Council and 
similar government authorized agencies, 
to conduct epidemiological studies of 
effects of ionizing radition from 
atmospheric nuclear weapons tests.

(3) Authorized contractors of the 
Department of Defense and Department 
of Energy, to reconstruct individual 
dosimetry data based on research and 
application of mathematical factors and 
to write historical summaries of 
atmospheric nuclear testing.

(4) See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records on file folders; 
computer magnetic tapes, disks, and 
printouts.

r e t r i e v a b i u t y :

By individual’s name and/or service 
number/SSN.

SAFEGUARDS:

Access is limited to properly cleared 
personnel having need for the 
information in the préformance of 
official duties. Paper records are 
maintained in locked containers. 
Magnetic tapes and discs áre stored in 
secured computer areas, access to which 
is controlled by password.

RETENTION AND DISPOSAL:

Paper records are retained after data 
are transferred to magnetic tapes; 
retired to Washington National Records 
Center upon completion of ANTPR 
program. Magnetic tapes and discs are 
retained indefinitely.

SYSTEM  MANAGER(S) AND ADDRESS:

The Adjutant General, Headquarters, 
Department of the Army, Washington, 
DC 20310.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
System Manager, ATTN: DAAG-ESG- 
N, Room 210,1730 K Street, NW., 
Washington, DC 20006-3868.

RECORD ACCESS PROCEDURE:

Individuals may access records 
pertaining to them by writing as 
indicated in ‘Notification procedure’, 
and furnishing full name, SSN or service 
number, Army unit/office to which 
assigned at time of radiation exposure, 
and place and approximate date(s) of 
exposure.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, Army 
organizational personnel, and medical 
records, Veterans Administration, 
Department of Energy, Defense Nuclear 
Agency, and other military departments.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0614.01NGB 

SYSTEM  NAME:

Equal Opportunity Investigative Files. 

SYSTEM  l o c a t io n :

Office of Human Resources (Field 
Operating Activity) HRA-FOA, 5600 
Columbia Pike, Falls Church, VA 22041- 
5125.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

National Guard Technicians and 
military members who file complaints of 
discrimination or who are involved in 
such complaints.

CATEGORIES OF RECORDS IN THE SYSTEM :

Formal complaints of discrimination; 
counselors’ reports; notification letters 
to the complainant; affidavits from 
complainant and/or witnesses; 
investigative reports; hearings 
transcript; examiner’s findings, 
recommendations; decisional 
documents; and similar relevant records.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

Title VI, Civil Rights Act of 1964, Pub. 
L  92-261.

PU RPO SE(S):

To investigate and resolve complaints 
of discrimination, provide facts to the 
Adjutant General of a State for issuing a 
proposed disposition to a complainant.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH USES:

Information may be disclosed to the 
Equal Employment Opportunity 
Commission, Washington, DC (see 
EEOC-GOVT-1 system of records 
notice). See also ‘Blanket Routine Uses 
set forth at the beginning of the Army’s 
listing of record system notices.
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POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :  ;

Paper records in file folders, : i 

RETRIEV ABILITY:

By name of complainant.

SAFEGUARDS:

Records are maintained in secured 
rooifts/cabinest accessible only to 
designated officials haying a need 
therefor in the performance of assigned 
duties.

RETENTION AND DISPOSÀL:

Records are permanent. They are 
retained in active file until the case is 
closed, then forwarded to the 
Washington National Records Center, 
Suitland, MD.

SYSTEM MANAGER(S) AND ADDRESS:

Office of Human Resources (Field 
Operating Activity) HRA-FOA, 5600 
Columbia Pike, Falls Church, VA 22041- 
5125.

NOTIFICATION PROCEDURE:

Individuals wishing to know whether 
or not information on them exists in this 
system of records should write to the 
System Manager, ATTN: Office of 
Human Resources (Field Operating 
Activity) HRA-FOA, 5600 Columbia 
Pike, Falls Church, VA 22041-5125. 
Individual should provide his/her full 
name, current address and telephone 
number, sufficient details concerning the 
complaint to facilitate locating the 
record, and signature.

RECORD ACCESS PROCEDURE:

Individuals desiring access to records 
on themselves should write as indicated 
in ‘Notification procedure’, providing 
information specified therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, investigative 
reports, witness statements, Army 
records and reports.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0704.10bUSMEPCOM 

SYSTEM NAME:

ASVAB Student Test Scoring and 
Reporting System.

SYSTEM  l o c a t io n :

Primary System is located at the U.S. 
Military Entrance Processing Command, 
2500 Green Bay Road, North Chicago, IL 
60064-3094. Segments exist at Military 
Entrance Processing Stations (MEPS), 
participating school system; State 
departments of education/testing 
agencies; Air Force Human Resources 
Laboratory, Brooks Air Force Base, TX 
78236; Defense Manpower Data Center, 
Monterey, CA 93940; and all service 
recruiters/recruiting commands.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

High school, job corps, college, and 
other students who have been 
administered the student version of the 
Army Services Vocational Aptitude 
Battery (ASVAB).

CATEGORIES OF RECORDS IN THE SYSTEM :

Individual’s name, SSN, address, 
telephone number, date of birth, sex, 
ethnic group identification, grade, 
booklet number of ASVAB test, 
individual’s plans after graduation, and 
individual item responses to each of the 
10 ASVAB subtests.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., sections 133 and 3012; E.O. 
9397.

p u r p o s e ( s ):

To compute and furnish test score 
products for career/vocational guidance 
and group assessment of aptitude test 
performance; to establish eligibility for 
enlistment and verify enlistment and 
placement scores and retest eligibility; 
for marketing evaluation, assessment of 
manpower trends and characteristics; 
and related statistical studies and 
reports.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SES:

See ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Microfiche, optical mark sense answer 
sheets, computer magnetic tapes.

RETRIEV ABILITY:

By individual’s name and Social 
Security Number (SSN).

s a f e g u a r d s :

Records are maintained in locked 
rooms or filing cabinets, accessible only 
to authorized personnel having need

therefor in the performance of official 
duties. Information in automated media 
is further protected by user 
identification and manual controls.

RETENTION AND DISPOSAL:

Records are maintained for 2 years 
from the date the Armed Services 
Vocational Aptitude Battery (ASVAB) is 
administered. Research data maintained 
by contractors for longer periods require 
segregation of personal identifying 
information and test score data, with 
analyses performed using only summary 
statistics. Personal identifying 
information is also erased from data 
residing at the Defense Manpower Data 
Center.

SYSTEM  MANAGER(S) AND ADD RESS: 

Commander, U.S. Military Entrance 
Processing Command, 2500 Green Bay 
Road, North Chicago, IL 60064-3094,

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Military Entrance Processing Stations 
(MEPS). Individual should provide his/ 
her full name, SSN, date tested, address 
at the time of testing, and signature.

RECORD ACCESS PROCEDURE:

Individuals desiring access to records 
about themselves in this system should 
inquire of the MEPS providing 
information specified in ‘Notification 
Procedure’.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; ASVAB tests.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

Portions of this system which fall 
within the purview of 5 U.S.C. 552a(k)(6) 
are exempt from subsection (d) of 5 
U.S.C. 552a.

A0708.02CDAPC

SYSTEM  NAME:

Officer Personnel Management 
Information System (OPMIS).

SYSTEM  l o c a t io n :

U.S. Army Military Personnel Center, 
200 Stovall Street, Alexandria, VA 
22332-0400.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Individuals projected for entrance into 
the Army officer corps; Army officer and 
warrant officer personnel projected to
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enter on active duty, separated, or in- 
retired status; individuals, civilian and 
military, who serve as senior rating 
officials on the officer evaluation reports 
(OERs) of Army officers.

CATEGORIES OF RECORDS IN THE SYSTEM :

(1) Officer Master File (OMF) contains 
name, SSN, grade and date of rank, 
appointment and service agreement, 
service data and date, promotion, 
assignment, qualifications, specialties, 
efficiency, education and training, 
occupation, language, career pattern, 
awards and badges, physical location, 
separation, retirement, date and place of 
birth, race, religion, ethnic group, 
dependents, sex, citizenship, marital 
status, and mailing address.

(2) Management Accession 
Information System (AMIS) contains 
selected information for the OMF, date 
of entry on active duty, personal 
demographic data, and assignment 
information.

(3) Assignments and Training 
Selection for R0TC  graduates contains 
selected information from the OMF, the 
cadet’s preference statement for 
specialty (branch), duty and initial 
training; Reserve Forces duty or delay 
selection, Regular Army selection, and 
branch selection.

(4) Officer Evaluation Reporting 
System (OERS) contains selected 
information from the OMF; selection 
board status; OER suspense indicator 
for action being taken to obtain missing 
or erroneous OER; selected information 
for each of the last ten OERs; and the 
name, SSN, and rating history of each 
individual, military and civilian, who 
has served as the senior rating official 
for an active duty Army officer.

(5) Officer Distribution and 
Assignment System (ODAS) contains 
selected information from the OMF, 
projected assignment information for 
officers and warrant officers who are 
being reassigned.

(6) Reserve Officer Training Corps 
(ROTC) Instructor File contains selected 
information from the OMF and the 
following information pertaining to 
ROTC instructors; ROTC detachment, 
duty station, date assigned to ROTC 
detachment, date projected to be 
reassigned.

(7) Officer Civil Schools Management 
Information System (CSMIS) contains 
the following selected information from 
the OMF and the following information 
concerning officer and warrant officer 
personnel participating or who have 
participated in the Army sponsored 
degree completion program; school 
attended, start and completion dates, 
degree level and discipline, and Army

Education Requirements Board (AERB) 
positions.

(8) Army Education Requirements 
Board ( AERB) File contains selected 
information from the OMF for officer 
and warrant officer personnel who are 
serving or are projected to serve in an 
AERB approved position requiring 
graduate level education.

(9) USMA Potential Instructor File 
contains selected information from the 
OMF and the following information 
pertaining to previous, current, and 
potential instructors for the United 
States Military Academy (USMA) 
teaching staff; academic department and 
projected availability for USMA 
instructor duty.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

5 U.S.C., section 301; 10 U.S.C., section 
3012; E.O. 9397.

PU RPO SE(S):

Information used for personnel 
management strength accounting, 
manpower management, accessioning 
and determining basic entry specialty 
(branch) and initial duty assignments; 
tracking Officer Evaluation Reports, the 
rating history of senior rating official’s 
posting of the senior rating official’s 
rating history on individual Officer 
Evaluation Reports, producing reports 
on active duty officers who have served 
as senior rating officials; managing 
instructor population at ROTC 
detachments and U.S. Military 
Academy; tracking information relating 
to the Army Degree Completion Civil 
School Program; transmitting necessary 
assignment instructions.

ROUTINE U SE S OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

Information may be disclosed to:
(1) Social Security Administration: To 

verify SSNs.
(2) Smithsonian Institution (The 

National Museum of American History); 
Copy of the U.S. Army Active Duty 
Register, for historical research 
purposes (not authorized for public 
display).

(3) See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES 'FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Computer mangetic tapes and discs. 

r e t r ie v  a b il it y :

By SSN, name, or other individual 
identifying characteristics.

s a f e g u a r d s :

Physical security devices, guards, 
computer hareware and software 
features, and personnel clearances. 
Automated media are protected by 
authorized password for system 
controlled access to operator rooms and 
controlled output distribution.

RETENTION AND DISPOSAL:

Records are retained on the active 
OMF files for 4 months after separation. 
Historical OMF records are retained 
dating back to F Y 1970. Accessions in 
AMIS are retained on active file until 
effective date of accession and are than 
placed on a history file for a period of 6 
months. Records in the ROTC Graduate 
Assignment and Training Selection File 
are retained for approximately 400 days 
after the file is created (approximately 
December each year). Historical files for 
the OER system are kept for the life of 
the system. All other records are 
retained for active duty only until the 
individual is released from active duty 
and then destroyed.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, U.S. Army Military 
Personnel Center, 200 Stovall Street, 
Alexandria, VA 22332-0400.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
System Manager. Individuals must 
furnish full names, SSN, whether 
awaiting active duty, active retired, or 
separated; return address; and must 
identify the specific category of record 
involved. Blanket requests against this 
consolidated system will not be 
accepted. If separated, individual must 
state date of separation; if awaiting 
active duty, specify the date thereof.

RECORD ACCESS PROCEDURE:

Individuals desiring to access records 
about themselves should write to the 
System Manager, furnishing information 
required by ’Notification procedure’.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to rcords 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, Army records 
and reports, other Federal agencies and 
departments.

EXEMPTIONS CLAIMED FOR THE SYSTEM*.

None,
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A0708.05DAPC 

SYSTEM  n a m e :

Emergency Data Files.

SYSTEM  LOCATION:

U.S. Army Military Personnel Center, 
200 Stovall Street, Alexandria, VA 
22332. Copy of Record of Emergency 
Data (DD Form 93) exists in soldier’s 
Military Personnel Records Jacket.

CATEGORIES OF RECORDS IN THE SYSTEM :

File contains DD Form 93, Record of 
Emergency Data. Document reflects the 
service member’s name; social security 
number (SSNJ; spouse and children’s 
name and current address; persons to be 
and not to be notified in the event of 
death or injury; information on wills, 
insurance, and other such information; 
and designation of beneficiaries for 
certain benefits.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

Title 10 U.S.C., Section 3012; E.O.
9397.

p u r p o s e (s ) :

To document names and addresses of 
person(s) to be notified in emergency 
situations; to determine lawful 
disposition of service member’s pay and 
allowances when that member is 
missing, captured, or becomes a 
casualty.

ROUTINE u s e s  o f  r e c o r d s  m a in t a in e d  in  
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPOSES OF SUCH U SES:

See ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Machine processed card in vertical 
file; paper copy in Military Personnel 
Records Jacket.

r e t r ie v a b i u t y :

Card is retrieved by SSN; paper copy 
in MPRJ is retrieved by soldier’s 
surname.

SAFEGUARDS:

Building employs security guards; the 
Office in which record is locaed is in 
operation 24 hours a day, 7 days a week. 
Records are accessible only to 
authorized personnel.

Re t e n t io n  a n d  d i s p o s a l :

The Emergency Data Card is retained 
until individual separates from the 
Army; then destroyed. Copy in the MPRJ 
is retired with the MPRJ. If individual 
dies, the form becomes part of the

casualty case file which is retired upon 
completion to the National Personnel 
Records Center (Military), St. Louis, MO 
63132.

SYSTEM  MANAGER(S) AND ADDRESS: 

Commander, U.S. Army Military 
Personnel Center, 200 Stovall Street, 
Alexandria, VA 22332.

NOTIFICATION PROCEDURE:

Information may be obtained from 
HQDA (DAPC-PE-SI), 200 Stovall 
Street, Alexandria, VA 22332; telephone 
703/325-0719

RECORD ACCESS PROCEDURES:

Individuals desiring access to 
information in this system should 
inquire of the System Manager, ATTN: 
DAPC-PE-SI, 200 Stovall Street, 
Alexandria, VA 22332, providing 
sufficient information to located record 
desired.

CONTESTING RECORD PROCEDURES.

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

Service member.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0708.18DAPC

SYSTEM  NAME:

Line of Duty Investigations.

SYSTEM  l o c a t io n :

Personnel Actions Branch of Army 
Installations.

CATEGORIES o f  in d iv id u a l s  c o v e r e d  b y  t h e  
SYSTEM :

Service members who have been 
injured, are diseased, or deceased.

c a t e g o r i e s  o f  r e c o r d s  in  t h e  s y s t e m : 

Department of the Army (DA) Form 
2173 (Statement of Medical Examination 
and Duty Status); DD Form 261 (Report 
of Investigation-Line of Duty and 
Misconduct Status); and supporting 
documents such as military police 
reports, accident reports, witness 
statements, and appointment 
instruments, and action on appeals.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., sections 972,1204,1207,
3822, and 37 U.S.C., 802; E.O. 9397.

p u r p o s e ( s );

To review facts and circumstances of 
service member’s injury and render 
decision having the effect of approving/

denying certain military benefits, pay 
and allowances.

ROUTINE USES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPO SES OF SUCH U SES:

Information may be provided to the 
Veterans Administration or other 
Government agencies, to include State 
agencies, for a determination of the 
service member’s entitlements to 
benefits. See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file folders; 
microfiche.

RETRIEVABILITY:

By service member’s surname. 

SAFEGUARDS:

Records are maintained in metal file 
cabinets accessible only to designated 
authorized personnel.

RETENTION AND DISPOSAL:

The original is a permanent part of 
member’s Official Military Personnel 
File. Copies filed in offices of the 
investigating officer, unit commander, 
appointing authority, and final 
reviewing authority are destroyed after 
5 years.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, U.S. Army Military 
Personnel Center, 200 Stovall Street, 
Alexandria, VA 22332-0400.

NOTIFICATION PROCEDURE:

(1) Information may be obtained from: 
a. Commander, U.S. Army Enlisted 
Records and Evaluation Center, Ft. 
Benjamin Harrison, IN 46249 (for 
enlisted personnel on active duty); b. 
HQDA, U.S. Army Military Personnel 
Center, ATTN: DAPC-MSR-R, 200 
Stovall Street, Alexandria, VA 22332 (for 
officers on active duty); c. Commander, 
Army Personnel Center, 9700 Page 
Boulevard, St. Louis, MO 63132 (for 
Army reserve personnel); d. National 
Personnel Records Center (Military),
9700 Page Boulevard, St. Louis, MO 
63132 (for separated enlisted and officer 
personnel); e. National Guard Bureau, 
5611 Columbia Pike, Falls Church, VA 
22041 (for full-time National Guard Duty 
under Title 32, U.S.C., those in 
federalized status, or those attending 
active Army service school).

(2) Individual must provide full name, 
SSN, present address, and signature.
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RECORD ACCESS PROCEDURES:

Individuals desiring to access 
information pertaining to them should 
submit a written request as indicated in 
‘Notification procedure’, providing the 
information required therein.

CONTESTING RECORD PROCEDURES:

The Army's rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505}. Appeals of 
determinations by authority of the 
Secretary of the Army are governed by 
AR 600-8-1; collateral review of decided 
cases is limited to questions of 
completeness of the records of such 
determinations.

RECORD SOURCE CATEGORIES:

From the applicant, medical records, 
DA Form 2173, service member’s 
commander, official Army records and 
reports, witness statements.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0708.20DARC

SYSTEM  NAME:

Philippine Army Files.

SYSTEM  LOCATION:

U.S. Army Reserve Personnel Center, 
9700 Page Boulevard, St Louis, MO 
63132-5200,

CATEGORIES OF INDIVIDUALS COVERED B Y  THE
s y s t e m :

Members of the Philippine 
Commonwealth Army who were 
inducted for service with the U.S. Armed 
Forces Far East under the Military Order 
of the President of the United States 
dated July 26 ,194T, Philippines who 
served in Guerrilla units officially 
recognized and listed in the Recognized 
Philippine Guerrilla Rosters.

CATEGORIES OF RECORDS IN THE SYSTEM : 

Individual military personnel File 
contains enlistment papers, orders 
inducting individual into U.S. Armed 
Forces Far East service, soldier’s 
qualification card, unit orders of 
assignment efficiency rating sheets, pay 
vouchers or receipts, affidavits and 
certificates, service records, 
determination of status under the 
Missing Persons Act.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

Pub. L. 490-77, 7 May 1942. 

p u r p o s e (s ) :

To answer inquiries regarding 
individuals who served, or allegedly 
served, with the Philippine

Commonwealth Army including 
recognized Guerrilla Forces, during 
World War II, in the Philippines.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPO SES OF SUCH U SES:

Information may be disclosed to:
(1) Veterans Administration: To verify 

or certify service with the U.S. Armed 
Forces Far East or recognized guerrilla 
units; provide available medical records 
or other documents to assist in 
determining benefits.

(2) Department of Justice: To certify or 
verify service regarding application Gf 
individual for citizenship.

(3) Department of Health and Human 
Services: To verify type of service that is 
used to assist in determining eligibility 
for benefits.

(4) Department of State: To provide 
statement of service or verification of 
type of service performed.

(5) See ‘Blanket Routine Uses’ set 
forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records in file folders. 

r e t r i e v a b i u t y :

By name, service number, VA claim 
number, units assigned to during period 
of service in question, names or parents, 
birth date and place, name of spouse 
and children if applicable, (Due to 
similarity of names complete file must 
be screened to determine proper 
individual.)

SAFEGUARDS:

Records are maintained in area 
accessible only to designated personnel 
having official need therefor.

RETENTION AND DISPOSAL:

Records are permanent.

SYSTEM  MANAGER(S) AND ADDRESS: 

Commander, U.S. Army Reserve 
Personnel Center, 9700 page Boulevard, 
St. Louis, MO 63132-5200.

NOTIFICATION PROCEDURE:

Individuals wishing to know whether 
or not information on them exists should 
write to the System Manager, ATTN: 
DARP-PAS-EAP, providing full name, 
service number, VA claim number, if 
applicable, and name and/or number of 
the unit to which assigned during the 
period of service.

RECORD ACCESS PROCEDURE:

Individuals desiring access to records 
on themselves should write as indicated

in ‘Notification procedure’, providing 
information required therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 346-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From records of military service 
compiled during period of individual's 
service with the Philippine 
Commonwealth Army and/or the U.S. 
Armed Forces Far East prior to 
December 7,1941 up to August 1945.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None

AC709.03DAPE 

SYSTEM  NAME:

U.S. Military Academy Personnel 
Cadet Records.

s y s t e m  l o c a t io n :

U.S. Military Academy, West Point,
NY 10996-5000.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Present and former Cadets of the U.S. 
Military Academy.

CATEGORIES OF RECORDS IN THE SYSTEM: 

Application and evaluations of cadet 
for admission; letters of 
recommendation/endorsement; 
academic achievements, awards, 
honors, grades and transcripts; 
performance counseling; health, physical 
aptitude and abilities and athletic 
accomplishments, peer appraisals; 
supervisory assessments; suitability 
data, including honor code infractions 
and disposition. Basic biographical and 
historical summary of Cadet’s tenure at 
the U.S. Military Academy is maintained 
on cards in the Archives Office or on 
microfiche in the Cadet Records Section.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

10 U.S.C., sections 3012 and 4334; E.O. 
9397.

p u r p o s e (s ):

To record the Cadet’s appointment to 
the Academy, his/her scholastic and 
athletic achievements, performance, 
motivation, discipline, final standing, 
and potential as a military career 
officer.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH USES:

Academic transcripts may be 
provided to educational institutions. See
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also ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Manual records in the file folder: 
microfilm.

RETRIEVABIUTY:

By surname, or Social Security 
Number.

SAFEGUARDS:

Access to records is limited to persons 
having official need therefor, records are 
maintained in secure file cabinets and/ 
or in locked rooms.

RETENTION AND DISPOSAL:

Records of Cadets who are 
commissioned become part of his/her 
Official Military Personnel File. Records 
of individuals not commissioned are 
destroyed after 5 years. Microfilmed 
records maintained by USMA are 
Permanent; hardcopy files are destroyed 
after being microfilmed.

SYSTEM MANAGER(S) AND ADDRESS:

Superintendent, U.S. Military 
Academy, West Point, NY 10998-5000.

NOTIFICATION PROCEDURE:

Individuals wishing to inquire 
whether this system of records contains 
information about diem should contact 
the System Manager.

RECORD ACCESS PROCEDURE:

Individuals may request access to 
their records by contacting the System 
Manager, furnishing their full name,
SSN, and signature.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, his/her sponsors, 
peer evaluations, grades and reports of 
U.S. Military Academy academic and 
physical education department heads, 
transcripts from other educational 
institutions, medical examinations/ 
assessments, supervisory counseling/ 
performance reports.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

Parts of this system which fall within 
5 U.S.C. 552a(k) (5) and (7) are exempt 
from subsection (d) of 5 U.S.G., section 
552a.

A0710.02DAJA

SYSTEM  NAME:

JAGC Reserve Components Officer 
Personnel Records.

s y s t e m  l o c a t io n :

JAGS-ZA, 600 Massey Street 
Charlottesville, VA 22903-1781.

CATEGORIES OF INDIVIDUALS COVERED B Y  THE 
SYSTEM :

All Judge Advocate General Corps 
(JAGC) U.S. Army Reserve and National 
Guard officers, not serving on extended 
active duty: and officers seeking 
appointment branch transfer, or Federal 
Recognition to the JAGC without 
concurrent call to active duty.

CATEGORIES O F RECORDS IN THE SYSTEM :

Individual’s name, SSN, application 
for appointment, active duty training, 
constructive credit, mobilization 
designee position, educational courses 
completed, home and business 
addresses and telephone numbers, 
grade, promotion eligibility date, 
primary military occupational specialty, 
date of birth, sex, basic date of 
mandatory removal, unit assignment 
and address, employer, job title, 
specialty and a wards, correspondence 
between Army and the individual.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

10 U.S.C., section 275(a); E.O. 9397. 

PU RPO SE(S):

To schedule Judge Advocate General 
Corps reserve officer training; select 
officers for reserve unit command 
positions; identify individual reservists 
in need of training; determine 
mandatory retirement dates; provide full 
background information on individuals 
applying for mobilization designee 
positions, constructive credit for training 
courses and/or active duty for training, 
to document background of applicants 
for appointment in the Judge Advocate 
General Corps or branch transfer 
consistent with prerequisites required 
for type of appointment/branch transfer 
and to establish eligibility for 
appointment/branch transfer. Records 
are also used for management and 
statistical studies and reports.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES O F SUCH U SES:

See 'Blanket Routine Uses' set forth at 
the beginning of the Army's listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file folders, magnetic 
tape/disc.

RETRIEVABIUTY.*

By individual’s surname, SSN.

SAFEGUARDS:

All records are maintained in secured 
areas, accessible only to designated 
officials. Automated records require 
password for access.

RETENTION AND DISPOSAL:

Records are retained until individual 
officer retires from the Reserves, held 2 
additional years, and then destroyed.

SYSTEM  MANAGER(S) AND ADDRESS:

The judge Advocate General, 
Headquarters, Department of the Army, 
The Pentagon, Washington, DC 20310.

NOTIFICATION PROCEDURE:

Individuals wishing to know whether 
or not information on them exists in this 
system should inquire of the Director, 
Reserve Affairs Department at The 
Judge Advocate School, Charlottesville, 
VA 22901. Individual must provide his/ 
her name, SSN, sufficient details to 
permit locating pertinent records, and 
signature.

RECORD ACCESS PROCEDURE:

Individuals desiring access to records 
about themselves should submit a 
written request as indicated in 
‘Notification procedure’, providing 
information specified therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; official personnel 
documents.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0710.08DAAR 

SYSTEM  NAME:

Career Management Files of Dual 
Component Personnel

SYSTEM  LOCATION:

U.S. Army Reserve Personnel Center, 
9700 Page Boulevard, S t  Louis, MO 
63132-5200.
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CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Any reserve or warrant officer on 
active duty as an enlisted man; any 
reserve officer on active duty as a 
Regular Army warrant officer.

CATEGORIES OF RECORDS IN THE SYSTEM :

Name, rank, SSN, basic pay entry 
date, promotion eligibility date, 
mandatory removal date, military 
education, copies of officer evaluation 
reports, academic reports, qualification 
records, letters of appreciation and 
commendations, general orders 
concerning awards; and similar 
documents, records and reports.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

10 U.S.C., section 275; E .0 .9397. 

p u r p o s e :

To advise reserve officers when they 
will be considered for promotion, 
military education that needs to be 
completed for eligibility; to determine if 
officer should be removed for 
substandard performance of duty; to 
advise of eligibility for retirement as 
either an officer or enlisted person; to 
appraise individuals of changes in the 
reserve program affecting them.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SES:

See ‘‘Blanket Routine Uses” set forth 
in the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records in file folders; magnetic 
tape/disc.

r e t r i e v a b i u t y :

By individual’s surname and SSN.

SAFEGUARDS:

All records are restricted to officially 
designated individuals having need 
therefor in assigned duties. Records are 
maintained in secured buildings; 
automated data are stored in vaults.

RETENTION AND DISPOSAL:

Records on this system are combined 
with Army personnel records and 
retained either at U.S. Army Reserve 
Personnel Center, if officer, or at U.S. 
Army Enlisted Records and Evaluation 
Center, if an enlisted person.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, U.S. Army Reserve 
Personnel Center, 9700 Page Boulevard, 
St. Louis, MO 63132-5200.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
System Manager, ATTN: DARP-MOB- 
SD; Individual should provide full name, 
SSN, current address and telephone 
number and signature.

RECORD ACCESS PROCEDURE:

Individuals desiring access to records 
about themselves should write as 
indicated in “Notification procedure", 
providing information specified therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 346-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From Army records and reports.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0710.09DAAG 

SYSTEM  NAME:

Personnel Management Officer Files.

SYSTEM  LOCATION:

U.S. Army Reserve Personnel Center, 
9700 Page Boulevard, St. Louis, MO 
63132-5200.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Members of the Individual Ready 
Reserve (IRR), Standby Reserve, Retired 
Reserve, unit personnel.

CATEGORIES OF RECORDS IN THE SYSTEM :

Correspondence; orders; pay 
vouchers; efficiency reports; assignment 
instructions; medical evaluations; 
request for wavier of disqualifications; 
grade determinations; flagging actions 
which preclude completion of favorable 
personnel actions; transcripts; requests 
for transfer to another Branch, status, or 
service; claims for pay; assignment 
instructions for Active Duty or Active 
Duty for Training; applications for delay 
or exemption from Active Duty/Active 
Duty for Training; nominations for 
decorations or wards; notification of 
removal from active Reserve status for 
physical disqualification, 
nonparticipation, two-time passover for 
promotion or elimination action; 
application for waiver of 
disqualification for enlistment in U.S. 
Army Reserves; requests for discharge 
or voiding of enlistments; requests for 
transfer to or from the Ready Reserve, 
Standby Reserve, or Retired Reserve; 
claims for pay not received while on 
active duty; request for assignment/ 
attachment to Army National Guard 
units, mobilization designation positions

or detachments, reinforcement training 
units, and U.S. Army Reserve school 
student detachments; applications for 
participation in Army Reserve Logistic 
Career Program and Foreign Area 
Officer Program; decisions pertaining to 
the career management of officers and 
senior enlisted personnel.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., section 275.

PU RPO SE(S):

To respond to inquiries from an 
individual or other government agencies 
concerning reserve status of Army 
personel.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPO SES OF SUCH USES:

See “Blanket Routine Uses” set forth 
at the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file cabinets; card 
files.

r e t r ie v a b i l i t y :

By individual’s surname.

s a f e g u a r d s :

Records are accessed only by 
designated individuals having official 
need therefor in the performance of 
assigned duties.

RETENTION AND DISPOSAL:

Records are maintained for a period 
of 6 months to 3 years depending on the 
type of action involved, after which they 
are destroyed by shredding.

SYSTEM  MANAGER(S) AND ADDRESS: 

Commander, U.S. Army Reserve 
Personnel Center, 9700 Page Boulevard, 
St. Louis, MO 63132-5200.

NOTIFICATION PROCEDURE:

Individuals wishing to know whether 
or not this system of records contains 
information on them should write to the 
System Manager, ATTN: DARP-IMG-F, 
and provide full name, current address, 
and telephone number.

RECORD ACCESS PROCEDURE:

Individuals desiring access to records 
about themselves should write as 
indicated in “Notification procedure”, 
providing information required therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to recor Is 
and for contesting contents and
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appealing initial determinations are 
contained in Army Regualtion 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; Army records 
and reports.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0722.02DACH 

SYSTEM n a m e :

Baptism, Marriage, and Funeral Files.

SYSTEM  LOCATION:

Records from 1917-1952 are in the 
National Archives, National Archives 
and Record Administration. Records 
from 1953-1977 are in the Washington 
National Records Center, Washington, 
DC 20409, as well as the office, Chief of 
Chaplains, Department of the Army, 
Washington, DC 20310.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Any service member, his/her 
dependent, authorized civilian 
personnel, or retired service member for 
whom an Army chaplain has performed 
a baptism, marriage, or funeral.

CATEGORIES OF RECORDS IN THE SYSTEM :

Names of individuals who apply for 
marriage, those on whom funeral 
services are conducted, or baptisms are 
performed.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., section 3547. 

p u r p o s e ( s ):

To render service to military 
members, their dependents and 
authorized civilians.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPOSES OF SUCH O SE S:

See ‘Blanket Routine Uses' set forth at 
the beginning of the Army’s listing of 
record systems notices,

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND
d is p o s in g  o f  r e c o r d s  in  t h e  s y s t e m : 

STORAGE:

Microfilm at office of the Chief of 
Chaplains; paper records at the 
Washington National Record Center for 
period 1917-1952.

Re t r ie v a b i u t y :

Marriage records are Filed by groom's 
surname; funeral records by surname of 
deceased person; baptismal records by 
the individual's surname.

s a f e g u a r d s :

Records are retained in buildings 
which employ security guards.

r e t e n t io n  a n d  d i s p o s a l :

Records from 1953 to 1977 are retained 
for 50 years; this system was 
discontinued October 1,1977 after which 
no information was collected or is 
retained.

s y s t e m  m a n a g e r (s )  a n d  a d d r e s s :

The Chief of Chaplains, Headquarters, 
Department of the Army, Washington, 
DC 20310-2700.

n o t if ic a t io n  p r o c e d u r e :

Information may be obtained from the 
Office, Chief of Chaplains,
Headquarters, Department of the Army, 
ATTN: DACH-IMW, Washington, DC 
20310-2700.

RECORD ACCESS PROCEDURE:

Individuals may write to the System 
Manager, providing the following 
information:

(1) For baptismal records: Full name 
of person baptized, approximate date, 
names of parents, name of chaplain, and 
place of baptism.

(2) For marriage records: Full name of 
groom and maiden name of bride, 
approximate date, installation at which 
married, and name of chaplain.

(3) For funeral records: Name of 
deceased person, year of death, and 
name of next-of-kin.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealling initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0722.05DACH 

SYSTEM  n a m e :

Chaplain Counseling/Interview Files. 

SYSTEM  l o c a t io n :

Army installations; official addresses 
are contained in the directory at the end 
of the Army inventory of record system 
notices.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Army members, their dependents and 
other individuals who have received 
pastoral counseling from Army 
chaplains.

c a t e g o r ie s  o f  r e c o r d s  in  t h e  s y s t e m : 

Memoranda and/or documents 
resulting from counseling or interview 
sessions between a chaplain and an 
individual.

a u t h o r it y  f o r  m a in t e n a n c e  o f  t h e  
s y s t e m :

5 U.S.C., section 301.

PU RPO SE(S):

To document privileged counseling/ 
interview sessions between Army 
chaplains and individuals.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPOSES OF SUCH U SES:

None authorized; See Army 
Regulation 165-20.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in locked file cabinets.

RETRIEVABIUTY:

By individual’s surname.

SAFEGUARDS:

Information is stored in locked 
cabinets or desks, and is accessible only 
to the chaplain maintaining the record.

RETENTION AND DISPOSAL:

Retained for 2 years after the 
individual case is closed; then destroyed 
by shredding.

SYSTEM  MANAGER(S) AND ADDRESS:

The Chief of Chaplains, Headquarters, 
Department of the Army, Washington, 
DC 20310-2700.

NOTIFICATION PROCEDURE:

Individuals desiring to know whether 
or not information on them exists in this 
system of records should inquire of 
either the System Manager or the 
Chaplain at the Army installation where 
counseling or interview occurred.

RECORD ACCESS PROCEDURES:

individuals may write to the System 
Manager or the Chaplain at the Army 
installation where record is believed to 
exist; individuals must provide their full 
name, present address and telephone 
number, and signature.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determination are 
contained in Army Regulation 346-21 (32 
CRF Part 505).

RECORD SOURCE CATEGORIES:

From the individual
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EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0722.06DACH 

SYSTEM  NAME:

Religious Census, Education, and 
Registration Files.

SYSTEM  LOCATION:

Army installations; official addresses 
are contained in the directory at the end 
of the Army inventory of record system 
notices.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Military, dependent, and civilian 
personnel who voluntarily participated 
in religious services and/or activities.

CATEGORIES OF RECORDS IN THE SYSTEM : 

Individual’s name, age, 
denominational preference, religious 
education desired/attained, and similar 
information.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

5 U.S.C., section 301.

PU RPO SE(S):

To provide data on religious 
education/training or needs of faith 
groups, denominations, or religious 
sects; to determine and administer 
educational or training needs in social, 
spiritual, and humanitarian relationships 
for military community served; to record 
attendance, training accomplished, 
participation, and spiritual growth.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

See ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Maintained in file folders and/or card 
files.

RETRIEV ABILITY:

By individual’s surname.

SAFEGUARDS:

Information is accessed only by 
individuals determined to have need 
therefor in the performance of official 
business.

RETENTION AND DISPOSAL:

Information retained until individual 
is no longer active in official chaplain- 
sponsored services and activities.

SYSTEM  MANAGER(S) AND ADDRESS*.

The Chief of Chaplains, Headquarters, 
Department of the Army, Washington, 
DC 20310-2700.

NOTIFICATION PROCEDURE:

Individuals may inquire of the 
Chaplain at the Army installation where 
he/she participated in religious 
education/training.

RECORD ACCESS PROCEDURES:

See “Notification procedure.”

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determination are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0726.06DAPC 

SYSTEM  NAME:

Casualty Information System (CIS). 

SYSTEM  l o c a t io n :

U.S. Army Military Personnel Center, 
200 Stovall Street, Alexandria, VA 
22332.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Army personnel who are reported as 
casualties in accordance with Army 
Regulation 600-10.

CATEGORIES OF RECORDS IN THE SYSTEM :

Individual’s name, social security 
number (SSN), date of brith, branch of 
service, organization, duty, Military 
Occupational Specialty, rank, sex, race, 
religion, home of record, and other 
pertinent information; DD Form 1300, 
notification/certificate of death.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., sec. 3012; Pub. L. 93-289; 
E.O. 9397.

p u Rp o s e ( s ):

To respond to inquiries; to provide 
statistical data comprising type, number, 
place and cause of casualty/death of 
Army members.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

See "Blanket Routine Uses” set forth 
at the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Magnetic tapes, computer printouts, 
paper records in file cabinets.

RETRIEVABIUTY:

By individual’s name and/or SSN or 
any other data element.

SAFEGUARDS:

All information is restricted to a 
secure area in buildings which employ 
security guards. Computer printouts and 
magnetic tapes apd files are protected 
by password known only to properly 
screened personnel possessing special 
authorization for access.

RETENTION AND DISPOSAL:

Records are permanent.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, U.S. Army Military 
Personnel Center, 200 Stovall Street, 
Alexandria, VA 22332.

NOTIFICATION PROCEDURE:

Information may be obtained from 
HQDA (DAPC-PE-SI), 200 Stovall 
Street, Alexandria, VA 22332, telephone: 
202/325-0719.

RECORD ACCESS PROCEDURES:

Written requests should contain the 
individual’s name, current address and 
telephone number, and should identify 
the person who is the subject of the 
inquiry by name, rank and SSN.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From casualty reports received from 
Army commanders or from next-of-kin 
who provide notification or certificate of 
death,

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A0727.09DAAG 

SYSTEM  NAME:

Army Civilian/Military Service 
Review Board.

s y s t e m  l o c a t io n :  • •

U.S. Army Reserve Personnel Center, 
9700 Page Boulevard, St. Loius, MO 
63132-5200.
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CATEGORIES OF INDIVIDUALS COVERED 8V  THE 
SYSTEM :

Civilian or contractual personnel {or 
their survivors) who were members of a 
group certified by the Secretary of the 
Air Force to have performed active duty 
with the Armed Forces of the United 
States.

CATEGORIES OF RECORDS IN THE SYSTEM :

Application of individuals for 
recognition of service, evidence that 
supports claim of membership in 
approved group, action of the Army 
Civilian/Military Service Review Board, 
DD Form 214 and DD Form 256 or 257 as 
appropriate, and similar relevant 
documents.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

Section 401, Pub. L. 95-202; DOD 
Directive 1000.20.

p u r p o s e ( s ):

To determine whether individual 
applicants were members of civilian or 
contractual groups approved as having 
rendered service to the Army and whose 
service constitutes active military 
service, and to issue appropriate 
discharge or casualty documents, 
including applicable pay and equivalent 
rank or grade.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPOSES OF SUCH U SES:

Copy of DD Form 214 is furnished to 
the Veterans Administration for benefits 
entitlements. See also "Blanket Routine 
Uses" set forth at the beginning of the 
Army’s listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Papers stored in file folders.

Re t r ie v a b i u t y :

By applicant’s surname. 

s a f e g u a r d s :

Information is accessible only to 
designated persons having official need 
therefor in the performance of their 
duties. During non-duty house, guards 
assure that records areas are secured.

r e t e n t io n  a n d  d i s p o s a l :

Upon favorable Board decision, an 
Official Military Personnel File is 
created, containing individual's 
application, Board action, DD Form 214, 
DD Form 256 or 257 as appropriate, DD 
form 1300 if applicable. This file is 
transferred to the National Personnel 
Records Center, General Services 
Administration, where it is retained

permanently. Disapproved applications, 
together with supporting documentation 
and the Board’s decision, are retained 
for 2 years, following which they are 
destroyed by shredding.

SYSTEM  MANAGER(S) AND ADDRESS: 

Commander, U.S. Army Reserve 
Personnel Center, 9700 Page Boulevard, 
St. Louis, MO 63132-5200.

NOTIFICATION PROCEDURE:

Requests from individuals as to 
whether or not information on them 
exists in this system should be 
addressed to the System Manager, 
ATTN: DARP-PAS-ENC. Individual 
should provide full name at the time of 
the recognized military service, data and 
place of birth, details concerning 
affiliation with group certified to have 
performed active duty with the Army, 
and signature.

RECORD ACCESS PROCEDURES:

Requests for access should be 
submitted as specified under 
"Notification procedure” above.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial deteminations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

Re c o r d  s o u r c e  c a t e g o r i e s :

From the inidividual.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1012.03bAMC

SYSTEM  NAME:

Student/Faculty Records: AMC 
Schools System.

SYSTEM  l o c a t io n :

U.S. Army Logistics Management 
Center, Ft. Lee, VA; U.S. Army 
Management Engineering Training 
Agency, Rock Island, IL; U.S. Army 
Defense Ammunition Center and School, 
Savanna, IL; USAMC Field Safety 
Agency, Charlestown, IN.

CATEGORIES O F INDIVIDUALS COVERED BY THE 
SYSTEM :

Students enrolled/attending schools 
identified above, faculty, instructors, 
and guest speakers.

CATEGORIES OF RECORDS IN THE SYSTEM :

Student academic records consisting 
of course completion and results, 
aptitudes and personal qualities, 
grades/ratings assigned; instructor/ 
guest speaker qualifications and 
evaluations, including biographical data;

class historical/academic achievements; 
and related information.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

5 U.S.C sec. 301; E.O. 9397.

PU RPO SE(S):

To determine applicant eligibility, 
monitor individual’s progress, maintain 
record of student/faculty achievements, 
and to provide bases for management 
assessment of curricula and faculty 
effectiveness and class standing.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

See "Blanket Routine Uses" set forth 
at the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records; cards, photographs; 
magnetic tapes/discs; and printouts.

r e t r i e v a b i u t y :

By name, SSN, military service 
number.

SAFEGUARDS:

Records are maintained in locked 
cabinets within secured areas accessible 
only to authorized persons having an 
official need-to-know.

RETENTION AND DISPOSAL:

Individual academic records are 
retained for 40 years, 3 of which are at 
the school which created them; they are 
subsequently transferred to the National 
Personnel Records Center, 9700 Page 
Boulevard, St. Louis, MO 63132. Faculty/ 
instructor qualifications records are 
retained until individual transfers from 
the facility, held for 5 years, and then 
destroyed. Other records are retained 
until no longer needed, at which time 
they are destroyed.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, U.S. Army Materiel 
Command, 5001 Eisenhower Avenue, 
Alexandria, VA 22333-0001.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Commandant/Director of the 
appropriate School/Agency. Requests 
should contain person's full name, rank/ 
grade, SSN, course title/class number, 
and date of attendance or, if a faculty 
member; name, course(s) taught, and 
period in which instructed at named 
training facility.
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RECORD ACCESS PROCEDURES:

Written requests for information 
should be made to the Commandant/ 
Director of the appropriate training 
facility, giving information specified in 
“Notification procedure”.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505}.

RECORD SOURCE CATEGORIES:

From the individual student, faculty, 
instructor, guest speaker, and 
management analyses of class 
performance.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1012.03gHSC 

SYSTEM  NAME:

Academy of Health Sciences; 
Academic and Supporting Records.

s y s t e m  l o c a t io n :

Academy of Health Sciences, Ft. Sam 
Houston, TX 78234 and Fitzsimons Army 
Medical Center, Aurora, CO 80045-5001.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Resident and correspondence 
students enrolled in courses at the 
Academy.

c a t e g o r i e s  o f  r e c o r d s  in  t h e  s y s t e m : 

Student’s name, SSN, grade/rank, 
academic qualifications, progress 
reports, academic grades, ratings 
attained, aptitudes and personal 
qualities, including corporate fitness 
results; faculty board records pertaining 
to class standing/rating/classification/ 
proficiency of students; class academic 
records maintained by instructors 
indicating attendance and progress of 
class members.

AUTHORITY f o r  m a in t e n a n c e  o f  t h e  
s y s t e m :

5 U.S.C. section 301; E.O. 9397.

PU RPO SE(S):

To determine eligibility for 
enrollment/attendance, monitor student 
progress, record accomplishments, and 
serve as record of courses which may 
prerequisite for other formal courses of 
instruction.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPOSES OF SUCH U SE S:

Information may be disclosed to 
colleges or universities or medical 
institutions which accredit the

Academy’s instruction. See also 
“Blanket Routine Uses” set forth at the 
beginning of the Army’s listing of record 
system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records, microfiche, cards, 
magnetic tape and/or disc, and 
computer printouts.

r e t r i e v a b i u t y :

By individual’s name, SSN, student 
number.

SAFEGUARDS:

Information is accessed only by 
individuals having need therefor in the 
performance of their duties; automated 
data are protected further by assigned 
passwords.

RETENTION AND DISPOSAL:

Academic records are maintained 40 
years at the Academy of Health 
Sciences. Except for the master file, 
automated data are erased after the 
fourth updating cycle.

SYSTEM  MANAGER(S) AND ADDRESS:

Superintendent, Academy of Health 
Sciences, Ft. Sam Houston, Texas 78234.

NOTIFICATION PROCEDURE:

Individuals desiring to know whether 
or not information on them is contained 
in this system of records may inquire of 
the Register, Academy of Health 
Sciences, Ft. Sam Houston, TX. Inquiries 
should furnish full name, SSN, date 
attended/enrolled, current address, and 
signature.

RECORD ACCESS PROCEDURES:

Written requests should be sent to the 
Superintendent, Academy of Health 
Sciences, Ft. Sam Houston, TX 78234 
and include the information in 
“Notification procedure”.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505}.

RECORD SOURCE CATEGORIES:

From the individual; Academy of 
Health Sciences staff and faculty.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1012.03jHSC 

SYSTEM  NAME:

Practical Nurse Course Files.

SYSTEM  LOCATION:

Practical Nurse Course, Fitzsimons 
Army Medical Center, Aurora* CO 
80045-5001.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

These files relate to student personnel 
who attende formal course of 
instruction at the Practical Nurse 
Course.

CATEGORIES OF RECORDS IN THE SYSTEM :

Individual Academic Record Files 
consisting of courses attended by Army 
members, length of each, extent of each, 
completion and results, aptitudes and 
personal qualities, grade and rating 
attained and related data for each 
individual. Faculty Board Files 
pertaining to the class standing, rating, 
classification and proficiency of 
students; Class Academic Record 
indicating progress and attendance of 
class members.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

5 U.S.C., section 301. 

p u r p o s e (s ):

To confirm eligibility for attendance, 
monitor student progress, determine 
successful completion of academic 
requirements and prepare transcripts. 
Records reflect accomplishment of 
courses which may be prerequisites for 
attendance at other formal courses of 
instruction, or taking of State Board, 
Licensed Practical Nursing 
examinations.

ROUTINE U SE S OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

See "Blanket Routine Uses” set forth 
at the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records in file folders, card files; 
magnetic discs and tapes.

r e t r i e v a b i u t y :

By name and/or assigned class 
number.

SAFEGUARDS:

Building housing records has limited 
access; information is released only to 
authorized personnel.

RETENTION AND DISPOSAL:

Individual Academic Records and 
Class Académie records are destroyed 
after 40 years; collateral individual 
training records are destroyed after 1
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year; Faculty Board files are destroyed 
after 1 year.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, Health Services 
Command, Ft. Sam Houston, TX 78234.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Practical Nurse Course, Fitzsimons 
Army Medical Center, Aurora, CO 
80045-5001.

RECORD ACCESS PROCEDURES:

Written requests for information 
should be addressed to the appropriate 
course director, and include student’s 
full name, rank at time of attendance, 
SSN, military service number or student 
number, if applicable, course title and 
class number, or description of type 
training received and dates of course 
attendance.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From staff and faculty of the school 
responsible for presentation of 
instruction.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1106.04USAISC 

SYSTEM NAME:

Military Affiliate Radio System.

SYSTEM l o c a t io n :

U.S. Army Information Systems 
Command, Ft. Huachuca, AZ for 
individuals on whom an investigation or 
inquiry has been received. For 
addresses of locations where member 
records exist, the System Manager may 
be contacted.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM:

Individuals having a valid amateur 
radio station license issued by the 
Federal Communications Commission 
who apply for membership in the Army 
Military Affiliate Radio System (MARS).

CATEGORIES OF RECORDS IN THE SYSTEM :

Applicant’s name, home address and 
telephone number, licensing data and 
call-sign provided by Federal 
Communications Commission, Army 
MARS call sign, relevant inquiries/ 
records and reports.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., section 3012; DOD Directive 
4650.2; E.O. 9397.

p u r p o s e (s ):

To provide a potential reserve of 
trained radio communications personnel 
for military duty when needed and/or to 
provide auxiliary communications for 
military, civil, and/or disaster officials 
during periods of emergency.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PU RPO SES OF SUCH U SE S:

Information may be disclosed to 
Department of Army and Department of 
Defense communication agencies and 
their authorized contractors in 
connection with individual's 
participation in the Army Military 
Affiliate Radio System (MARS) Program 
and to Federal supply agencies in 
connection with individual’s 
participation in the Army MARS 
Equipment Program. See also “Blanket 
Routine Uses” set forth at the beginning 
of the Army’s listing of record system 
notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Cards; paper in file folders, computer 
tapes, discs, listings.

r e T r i e v a b il it y :

By member’s name.

SAFEGUARDS:

Information is maintained in buildings 
having security guards and is accessible 
only to individuals who have need 
therefor in the performance of their 
duties. Automated records are further 
protected by a product control number 
assigned to designated persons.

RETENTION AND DISPOSAL:

Retained 1 year beyond the time 
individual is active in the program, then 
destroyed by shredding.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, U.S. Army Information 
Systems Command, Ft. Huachuca, 
Arizona 85613-5000.

NOTIFICATION PROCEDURE:

Individuals desiring to know whether 
or not information on them exists in this 
system of records should write to the 
System Manager, furnishing name under 
which licensed in the Army MARS 
program, SSN, present address, call sign, 
and signature.

RECORD ACCESS PROCEDURES:

Individuals desiring access to their 
records should follow instructions given 
under “Notification procedure".

CONTESTING RECORD PROCEDURES:

The Army rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual; Federal 
Communications Commission.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1108.16DAIM 

SYSTEM  NAME:

Postal and Mail Service System.

SYSTEM  LOCATION:

Postal facilities at Army headquarters 
offices, commands and installations.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Persons designated as mail agents; 
military personnel assigned/attached to 
Army installations who desire mail 
handling service; standing delivery 
order agents designated by individuals 
who desire such service.

CATEGORIES OF RECORDS IN THE SYSTEM :

DD Form 285 designating Army postal 
clerks/NCO’s/supervisors; locator cards 
comprising a directory of individuals 
assigned enroute, and/or departing 
given installation showing individual’s 
full name, grade, current mailing 
address, date of assignment/ 
detachment, and SSN (latter is 
voluntary); standing delivery order 
designations of agents to handle 
individual’s mail.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

10 U.S.C., section 3012; E.O. 9397. 

p u r p o s e ( s ):

To designate persons authorized to 
perform Army postal functions; to 
maintain current addresses of persons 
arriving/departing units for purpose of 
handling personal mail.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SES:

Information may be disclosed to U.S. 
Postal Service. See also ‘Blanket Routine 
Uses’ set forth at the beginning of the 
Army’s listing of record system notices.
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POLICIES ANO PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, ANO 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Cards, paper records; microfiche, 
word processing disc.

RETRIEV ABILITY:

By individual’s surname.

SAFEGUARDS:

Records are located in secured 
buildings, accessible only to designated 
persons having an official need for the 
information. Where word processing 
equipment is used, information is 
protected by a password system; when 
not in use, word processing equipment is 
locked.

RETENTION AND DISPOSAL:

Postal designations and designation of 
mail delivery agents by individuals are 
destroyed 1 year following termination 
of individual’s duty as such. Directory 
locator cards are retained 6 months after 
individual departs a unit.

SYSTEM  MANAGER(S) AND ADDRESS:

The ACSIM, Headquarters, 
Department of the Army, 2461 
Eisenhowere Avenue, Alexandria, VA 
22331-0301

NOTIFICATION PROCEDURE:

Individuals desiring to know whether 
this system of records contains 
information concerning them should 
inquire of this Postal Director at the unit 
where assigned or employed.

RECORD A CCESS PROCEDURE:

Written requests should contain 
individual’s full name, rank/grade, SSN, 
and any other information that will 
assist in locating records. Personal visits 
may be made; individual must furnish 
proof of identity.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, unit commanders 
and Army postal officers.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1111.01TRADOC 

SYSTEM  NAME:

Individual Flight Records Folder. 

SYSTEM  l o c a t io n :

Decentralized to Flight Operations 
Section of Army/Army Reserve/

National Guard units for all personnel 
on whom flight records are maintained. 
Copies of individual flight records (DA 
Form 795) are maintained at the 
Directorate of Evaluation and 
Standardization, ATTN: ATZQ-ESO,
U. S. Army Aviation Center, Ft Rucker,
AL, for active Army and Reserve 
Component personnel who are 
instructor pilots, standardization 
instructor pilots, or instrument flight 
examiners; USAMILPERCEN, 
HQDA(DAPC-OPE-V), for active Army 
officers; USAMILPERCEN, 
HQDA(DAPC-OPW-AV), for active 
Army warrant officers; and 
HDQA(DASG-HCO-A) for active Army 
MSC officers. Records of Army 
reservists not on extended active duty 
are maintained at the U.S. Army 
Reserve Personnel Center, St Louis, MO; 
those of National Guardsmen are 
maintained at the National Guard 
Bureau, Aberdeen Proving Ground, MD.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Army aviators who are members of 
the Active and Reserve Components and 
qualified and current in the aircraft to be 
flown; civilian employees of 
Government agencies and Government 
contractors who have appropriate 
certifications or ratings, flight surgeons 
or aeromedical physicians’ assistance in 
aviation service, enlisted crew chief/ 
crew members, aerial observers, 
personnel in non-operational aviation 
positions, and those restricted or 
prohibited by statute from taking part in 
aerial flights.

CATEGORIES OF RECORDS IN THE SYSTEM :

DA Forms 759 and 759-1 (Individual 
Flight Records and Flight Certificate 
Army (Sections I, IL and III); DA Form 
4186 (Medical Recommendations for 
Flying Duty), results of annual aviation 
written examinations, waivers, 
disqualifications, DA Form 4187 
requesting requalification, 
requalification orders, aeronautical 
orders awarding ratings.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

5 U.S.C., section 301; 10 U.S.C., section 
3012; E.O. 9397.

p u r p o s e (s ) :

To record the flying experience and 
qualifications data of each aviator, 
crewmembers, and flight surgeon in 
aviation service.

ROUTINE U SE S OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PU RPO SES OF SUCH U SE S:

Information may be disclosed to the 
Federal Aviation Agency and/or the

National Transportation safety Board. 
See also ‘Blanket Routine Uses’ set fourth 
at the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records in file folders.

RETRIEV ABILITY:

By individual’s surname and/or SSN. 

s a f e g u a r d s :

Records are maintained in controlled 
areas accessible only to designated 
persons having official need therefor.

RETENTION AND DISPOSAL:

So long as an aviator remains 
operational, records are maintained by 
installation operations officer; when 
individual is no longer in operational 
flying status, individual Flight Records 
Folder is collocated with his/her 
Military Personnel Records Jacket.

SYSTEM  MANAGER(S) AND AD D RESS:

Commander, U.S. Army Training and 
Doctrine Command, Fort Monore, VA 
23651.

NOTIFICATION PROCEDURE:

Individuals desiring to know whether 
or not this system of records contains 
information on them should inquire of 
the Flight Operations Section of their 
current unit, furnishing full name and 
SSN; if not on active duty, inquiry 
should be addressed as indicated in 
‘System location*.

RECORD ACCESS PROCEDURE:

Access may be achieved by writing or 
visiting the appropriate office and 
furnishing information required by 
“Notification procedure”.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulations 340-21 
(32 CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, Federal Aviation 
Agency, flight surgeon, evaluation 
reports, proficiency and readiness tests, 
and other relevant records and reports.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1201.02MTMC 

SYSTEM  NAME:

Personnel Property Movement and 
Storage Records.
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SYSTEM  l o c a t io n : ;

Installation Transportation Offices 
and Joint Personal Property Shipping 
Offices, world-wide; addresses may be 
obtained from the System Manager.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Military members of the Army, Navy, 
Marine Corps, and Air Force; civilian 
employees; dependents; personnel of 
other government agencies when 
sponsored by the Department of 
Defense.

CATEGORIES OF RECORDS IN THE SYSTEM :

Orders authorizing shipment/storage 
of personal property to include privately 
owned vehicles and house trailers/ 
mobile homes; Department of Defense 
Form 1131 (Cash Collection Voucher), 
DD Form 1299 (Application for Shipment 
and/or Storage of Personal Property),
DD Form 1384 (Transportation Control 
and Movement Document), DD Form 
1797 (Personal Property Counseling 
Checklist), Standard Form 1203 
(Government Bill of Lading), Storage 
contracts and other related documents.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

10 U.S.C., section 3012; E.O. 9397. 

p u r p o s e (s ):

To arrange for the movement, storage 
and handling of personal property; to 
identify/trace lost of damaged 
shipments; to answer inquiries and 
monitor effectiveness of personal 
property traffic management functions.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPOSES OF SUCH U SES:

Information may be disclosed to 
commercial carriers to identify 
ownership, verify delivery of shipment, 
support billing for services rendered, 
and justify claims for loss, damage, or 
theft. See also “Blanket Routine Uses” 
set forth at the beginning of the Army’s 
listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE s y s t e m :

STORAGE:

Paper records in file folders; 
microfilm; magnetic tapes and computer 
printouts.

RETRIEV ABILITY:

By individual’s surname. 

s a f e g u a r d s :

Information is maintained in secured 
areas, accessible only to authorized 
personnel having an official need-to- 
know. Automated segments are further 
protected by code numbers/passwords.

RETENTION AND DISPOSAL:

Documents relating to packing, 
shipping and/or storing of household 
goods within continental United States 
are destroyed after 3 years; those 
relating to oversea areas are destroyed 
after 6 years. Documents regarding 
shipment of Privately owned vehicle/ 
house trailers are destroyed after 2 
years. Shipment discrepancy reports are 
destroyed after 2 years or when claim/ 
investigation is settled, whichever is 
later. Administrative files reflecting 
queries and responses are retaind for 2 
years; then destroyed.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, Headquarters, Military 
Traffic Management Command, Falls 
Church, VA 22041-5050.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Installation Transportation Office which 
processed the shipping/storage 
documents.

RECORD A CCESS PROCEDURES:

Written requests should contain 
requester’s full name, SSN, current 
address and telephone number, and any 
information which will assist in locating 
the records requested (e.g. type of 
shipment, origin, destination, date of 
application, etc.).

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual whose personal 
property is shipped/stored; from the 
carrier/storage facility.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1301.07AMC

SYSTEM  NAME:

Food Taste Test Panel Files.

SYSTEM  l o c a t io n :

U.S. Army Natick Research, 
Development and Engineering Center, 
Natick, MA 01760.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Civilian and military personnel who 
volunteer to participate in sensory taste 
tests of food items.

CATEGORIES OF RECORDS IN THE SYSTEM :

Questionnaire and locator documents 
completed by participants containing 
name, date, organization, business

telephone number, sex, age, martial 
status, rank/grade, present/prior 
military service, highest educational 
level attained, section of country lived 
in the longest, willingess to test 
irradiated foods, food aversion/food 
preference data.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

10 U.S.C., section 3012. 

p u r p o s e (s ):

To evaluate food rations under 
development by the Army; to determine 
acceptability of food items in 
consideration of purchase.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SES:

See ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Computer paper printouts, cards, 
magnetic tapes and paper records in file 
folders.

r e t r i e v a b i u t y :

By participant’s surname or assigned 
unique number

s a f e g u a r d s :

Records are stored in metal file 
cabinets which are locked when not 
under the control of authorized 
personnel. Buildings housing the records 
employ security guards.

RETENTION AND DISPOSAL:

Records are destroyed when 
participant is no longer active in the 
program.

SYSTEM  MANAGER(S) AND ADDRESS:

Commander, U.S. Army Natick 
Reserch, Development and Engineering 
Center, Natick, MA 01760.

NOTIFICATION PROCEDURE:

Information may be obtained by 
writing to the System Manager, ATTN; 
Science and Advance Technology 
Directorate.

RECORD ACCESS PROCEDURES:

Individuals who believe information 
on them is contained in this sytem of 
records should write to the Sensory 
Analysis Branch, Science and Advanced 
Technology Directorate, U.S. Army 
Natick Research, Development and 
Engineering Center, Natick, MA 01760, 
furnishing their full name and current 
address.
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CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing intitial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1401.07dDAIM 

SYSTEM  NAME:

Library Borrowers’/Users’ Profile 
Files

SYSTEM  l o c a t io n :

Libraries on Army installations 
activities.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Authorized users of Army library 
facilities.

CATEGORIES OF RECORDS IN THE SYSTEM :

Name, address, SSN, and telephone 
number of the user.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

5 U.S.C., section 301; E .0 .9397. 

p u r p o s e (s ) :

To identify individuals authorized to 
borrow library materials; to ensure that 
all library property is returned and 
individual’s account is cleared, and to 
provide librarian useful information for 
selecting, ordering, and meeting user 
requirements.

ROUTINE U SE S OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPOSES OF SUCH U SE S:

See "Blanket Routine Uses” set forth 
at the beginning of the Army’s listing of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Card files, magnetic tapes, computer 
printouts.

RETRIEV ABILITY:

By user’s surname, SSN, and/or 
residence.

SAFEGUARDS:

Information is maintained in areas 
accessible only to authorized persons 
who have official need therefor. 
Libraries are secured during non-duty 
hours.

RETENTION AND DISPOSAL:

Records are destroyed when no longer 
needed to obtain and/or control library 
materials.

SYSTEM  MANAGER(S) AND ADDRESS:

Office of Assistant Chief of Staff for 
Information Management, Department 
of the Army, Washington, DC 20310- 
0700.

NOTIFICATION PROCEDURE:

Individuals desiring to know whether 
or not information on them is contained 
in this system of records should inquire 
of the specific library that provided the 
services, furnishing their name, period, 
in which a user and any other 
information that would assist in locating 
applicable records.

RECORD ACCESS PROCEDURE:

Individuals seeking access should 
follow the guidance in ‘Notification 
procedure’.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access for 
records and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the Individual.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1402.18DAJA 

SYSTEM  n a m e :

Procurement Misconduct Files.

SYSTEM  LOCATION:

HQDA(DAJA-LT), The Pentagon, 
Washington, DC 20310-2210.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Individuals or legal entities 
investigated for alleged procurement 
misconduct, such as fraudulent activities 
in securing or performing a Government 
contract.

CATEGORIES OF RECORDS IN THE SYSTEM :

Criminal and administrative 
investigations of fraudulent, criminal or 
other misconduct in connection with 
Government procurement activities and 
Consolidated List of Debarred, 
Suspended, and Ineligible Contractors.

AUTHORITY FOR MAINTENANCE OF THE
s y s t e m :

10 U.S.C., section 3012. 

p u r p o s e (s ) :

To determine whether criminal or civil 
proceeding should be initiated against 
the contractor with the Government or

government procurement officials for 
criminal conduct in connection with 
procurement activities and to maintain 
and distribute a list of contractors 
determined to be ineligible to participate 
in Government procurement activities.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPO SES OF SUCH U SE S:

Information may be disclosed to the 
Department of Justice and United States 
Attorney. See also ‘Blanket Routine 
Uses’ set forth at the beginning of the 
Army’s listing of record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records in file folders.

r e t r i e v a b i u t y :

By last name.

SAFEGUARDS:

Records are maintained in file 
cabinets accessible only by authorized 
personnel who are properly instructed in 
the permissable use of the information.

RETENTION AND DISPOSAL:

Destroyed 15 years after final action 
on the case.

SYSTEM  MANAGER(S) AND ADDRESS:

The Judge Advocate General, 
Headquarters, Department of the Army, 
The Pentagon, Washington, DC 20310.

NOTIFICATION PROCEDURE:

Individuals wishing to know whether 
or not information on them exists in this 
system of records may write to the 
System Manager, ATTN: Chief, 
Litigation Division, furnishing full name, 
current address and telephone number, 
specific details that will enable locating 
the record, and signature.

RECORD ACCESS PROCEDURES:

Individuals desiring access to records 
about themselves should write as 
indicated in ‘Notification procedure’, 
supplying information required therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

Department of the Army Staff 
agencies. Army records and reports, 
Department of Justice, U.S. Attorney, 
opposing counsel, and similar relevant 
sources.
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EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1506.03aD AEN 

SYSTEM  NAME:

Relocation Assistance Files.

SYSTEM LOCATION:

Office, Chief of Engineers, 
Headquarters, Department of the Army. 
Washington, DC 22314; Engineer 
Division and District Offices.

CATEGORIES OF INDIVIDUALS COVERED BY THE 
SYSTEM :

Individuals who apply for relocation 
assistance pursuant ot Title II of Pub. L. 
91-646.

CATEGORIES OF RECORDS IN THE SYSTEM :

Individual’s application for relocation 
assistance; relevant correspondence; 
documents relating to the movement of 
displaced persons because of 
acquisition of real estate for Army 
Military, Civil works, or other Federal 
agency use.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM:

Pub. L. 91-646.

PURPOSE(S):

To process applications for relocation 
assistance benefits and to consider 
appeals.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
USERS AND THE PURPOSES OF SUCH U SES:

See ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s listing of 
record system notice.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

STORAGE:

Paper records in file holders; magnetic 
tape, cards, discs.

Re t r i e v a b i u t y :

By applicant’s surname.

SAFEGUARDS:

Records are maintained in areas 
accessible only to authorized personnel 
having need therefor* within buildings 
protected by security guards.

r e t e n t io n  a n d  d i s p o s a l :

Records are destroyed 10 years after 
final action or determination on appeals, 
as applicable at offices performing 
Army-wide responsibility. Other offices 
destroy records 10 years after payment 
in full satisfaction of claim or final 
payment, as applicable. Records are 
destroyed by shredding.

SYSTEM  MANAGER(S) AND ADDRESS:

Chief of Engineers, Headquarters, 
Department of the Army, Washington, 
DC 20314.

NOTIFICATION PROCEDURE:

Information may be obtained by 
writing to the System Manager, ATTN: 
DAEN-REH-O; individual must furnish 
full name, address and telephone 
number, state of residence at the time 
application was filed, other pertinent 
information that will assist in locating 
the records, and signature.

RECORD ACCESS PROCEDURES:

Individuals desiring access to records 
about themselves in this system of 
records should submit a request as 
indicated under ‘Notification procedure’, 
providing the information required 
therein.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determination are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, Army records 
and reports.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.

A1511.02DAEN 

SYSTEM  NAME:

Army Housing Operations 
Management System.

SYSTEM  LOCATION:

Office, Chief of Engineers, 
Headquarters, Department of the Army, 
Washington, DC 20314; Housing 
Managers at Army installations world
wide.

CATEGORIES OF INDIVIDUALS COVERED BY THE
s y s t e m :

Military personnel, their dependents. 
Department of Defense or other key 
civilian personnel.

c a t e g o r ie s  o f  r e c o r d s  in  t h e  s y s t e m :

Applications for on/off post housing 
containing name, service/SSN, rank/ 
grade and date, service data, 
organization of assignment, home 
address and telephone number; locator 
data; appropriate travel orders; records 
reflecting housing availability/ 
assignment/termination; housing 
financial records; referral services; 
property inventories, hand receipts; and 
issues slips; cost control, job orders; 
survey data; reports of liaison with real 
estate boards, realtors, brokers and 
other Government agencies; other

management reports regarding the Army 
housing system, complaints and 
investigations; and similar relevant 
documents.

AUTHORITY FOR MAINTENANCE OF THE 
SYSTEM :

10 U.S.C., sections 133 and 2674; DOD 
Instructions 1100.16, 4165.27, 4165.34, 
4165.43, 4165.44, 4165.47, 4165.51 and 
E.O. 9397.

p u r p o s e (s ):

To provide information relating to the 
management, operation, and control of 
the Army housing program; to provide 
necessary housing for military 
personnel, their dependents, and 
qualified civilian employees; to 
determine housing adequacy/suitability 
to document cost data for alterations/ 
repair of units; to establish rental rates; 
to provide guidance and referral service; 
to reflect liaison with real estate boards, 
brokers, and other Government 
agencies; to render reports; to 
investigate complaints and related 
matters.

ROUTINE U SES OF RECORDS MAINTAINED IN 
THE SYSTEM , INCLUDING CATEGORIES OF 
U SERS AND THE PURPO SES OF SUCH U SES:

See ‘Blanket Routine Uses’ set forth at 
the beginning of the Army’s Using of 
record system notices.

POLICIES AND PRACTICES FOR STORING, 
RETRIEVING, ACCESSING, RETAINING, AND 
DISPOSING OF RECORDS IN THE SYSTEM :

s t o r a g e :

Paper records; cards; computer tapes, 
discs, and printouts.

r e t r ie v a b i l i t y :

By individual's surname, facility name 
or number.

SAFEGUARDS:

Records are maintained in areas 
accessible only to authorized persons 
having official need therefor, housed in 
buildings protected by security guards 
or lock when not in use. Information in 
automated media is further protected by 
physical security devices; access or to 
update of information in the system is 
protected through a system of 
passwords, thereby preserving integrity 
of data.

RETENTION AND DISPOSAL:

Installation troop housing files are 
destroyed after 3 years; installation 
housing project tenancy files are 
destroyed 3 years after termination of 
quarters occupancy; faily housing cost 
controls are destroyed 11 years after 
last entry; family housing leasing files 
are destroyed 3 years after lease
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terminates, is cancelled, lapses, or after 
any litigation is concluded; family 
housing rental rates are destroyed after 
10 years; housing referral services are 
destroyed after 5 years; off-post rental 
housing reports are destroyed after 2 
years; off-post housing complaints and 
investigations are destroyed 5 years 
after completion at office having Army 
wide responsibility, and at other offices 
complaint and investigation records are 
destroyed 2 years after completion.

SYSTEM  MANAGER(S) AND ADDRESS:

Chief of Engineers, Headquarters, 
Department of the Army, Washington, 
DC 20314.

NOTIFICATION PROCEDURE:

Information may be obtained from the 
Director of Industrial Operations, Office 
of the Chief of Engineers or his 
counterpart in District/Division 
Engineer Offices providing housing 
service.

RECORD ACCESS PROCEDURES:

An individual’s request may be 
addressed to the Director of Industrial 
Operations at the appropriate 
installation, and contain his/her name 
and address and last assignment 
location.

CONTESTING RECORD PROCEDURES:

The Army’s rules for access to records 
and for contesting contents and 
appealing initial determinations are 
contained in Army Regulation 340-21 (32 
CFR Part 505).

RECORD SOURCE CATEGORIES:

From the individual, his/her personnel 
records, tenants/landlords and realty 
activities, financial institutions, and 
previous employers/commanders.

EXEMPTIONS CLAIMED FOR THE SYSTEM :

None.
[FR Doc. 87-11379 Filed 5-18-87; 8:45 am)
BILLING CODE 3810-01-M
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DEPARTMENT OF HEALTH AND 
HUMAN SERVICES

Health Care Financing Administration

42 CFR Part 412
[B E R C -40 3 -P ]

Capital Payments Under the Inpatient 
Hospital Prospective Payment System
a g e n c y : Health Care Financing 
Administration (HCFA), HHS. 
a c t io n : Proposed rule.

s u m m a r y : We are proposing to amend 
the Medicare regulations governing the 
inpatient hospital prospective payment 
system to incorporate capital-related 
costs into that system. 
d a t e s : Comments will be considered if 
we receive them at the appropriate 
address, as provided below, no later 
than 5:00 p.m on July 20,1987.
ADDRESS: Mail comments to the 
following address: Health Care 
Financing Administration, Department 
of Health and Human Services, 
Attention: BERC-403-P, P.O. Box 26676, 
Baltimore, Maryland 21207.

If you prefer, you may deliver your 
comments to one of the following 
addresses:
Room 309-G, Hubert H. Humphrey 

Building, 200 Independence Avenue, 
SW., Washington, DC.

Room 132, East High Rise Building, 6325 
Security Boulevard, Baltimore, 
Maryland.
In commenting, please refer to file 

code BERC-403-P. Comments received 
timely will be available for public 
inspection as they are received, 
generally beginning approximately three 
weeks after publication of a document, 
in Room 309-G of the Department’s 
offices at 200 Independence Avenue, 
SW., Washington, DC., on Monday 
through Friday of each week from 8:30 
a.m. to 5:00 p.m. (phone: 202-245-7890). 
FOR FURTHER INFORMATION, CONTACT: 
Linda Magno, (301) 594-9343. 
SUPPLEMENTARY INFORMATION:

Table of Contents
I. Introduction
II. Background
III. Summary of Proposed Changes to Capital

Payment in the June 1986 NPRM
A. Hospitals Subject to the Prospective 

Payment System
B. Determination of Federal Capital 

Payment Rates
C- Determination of Hospital-Specific 

Capital-Related Payment Rates
D. New Hospitals
E. Capital Expenditure Agreements
F. Sole Community Hospitals
G. Hospitals and Units Not Subject to the 

Prospective Payment System

H. Summary of Additional Options 
Presented in the June 1986 NPRM

IV. Aprjl 1, ;1966 ProPAC Recommendations
on Capital Payment

V. Proposed Changes to Capital Payment
A. General Discussion
B. Capital Paymént Policy-Specific - 

Methodology
VI. April 1,1987 ProPAC Recommendations
VII. Other Required Information

A. Impact Statement
B. Paperwork Reduction Act

Regulations Text

Appendix A—Federal Capital-Related Rates 
Appendix B—Construction Cost Indexes 
Appendix C—American Hospital Association 

List of Plant and Fixed Equipment, and 
Moveable Equipment 

Appendix D—Regulatory Impact Analysis

I. Introduction

On June 3,1986, we published a notice 
of proposed rulemaking (the June 1986 
NPRM) in the Federal Register (51 FR 
19970) to amend the regulations 
governing the prospective payment 
system and to update various 
components of the system. In particular, 
we proposed, under section 1886(a)(4) of 
the Social Security Act (the Act), to 
incorporate capital-related costs into the 
prospective payment system effective 
with cost reporting periods beginning in 
Federal fiscal year (FY) 1987, which 
began on October 1,1986. However, on 
July 2,1986, the Urgent Supplemental 
Appropriations Act for FY 1986 (Pub. L. 
99-349) was enacted, and section 206 of 
that law amended section 1886(a)(4) of 
the Act to extend the period (through 
cost reporting periods beginning prior to 
October 1,1987) during which capital- 
related costs must be treated separately 
from other inpatient hospital costs. In 
effect, section 206 of Pub. L. 99-349 
precluded the incorporation of capital- 
related payments into the prospective 
payment system, as we had proposed, 
until October 1,1987. As a result, and in 
order to devote more time to analysis of 
the public comments on the capital- 
related provisions of the NPRM, we 
decided to remove those provisions from 
the prospective payment system update 
for FY 1987 (published as a final rule on 
September 3,1986 (51 FR 31454)) and to 
publish them in a separate rule.

In addition, on October 21,1986, the 
Omnibus Budget Reconciliation Act of 
1986 (Pub. L. 99-509) was enacted and 
included a provision, section 9303, that 
amended sëction 1886(g) of the Act. 
Section 9303 of Pub. L. 99-509 also 
requires that the amount of payments 
for capital-related costs attributable to 
inpatiént services of prospective 
payment hospitals, otherwise 
determined to be reasonable under 
current law, be reduced by—

• Three and one-half percent for 
payments attributable to portions of cost 
reporting periods occurring during FY 
1987;

• Seven percent for payments 
attributable to portions of cost reporting 
periods or discharges (as the case may 
be) occurring during FY 1988; and

• Ten percent for payments 
attributable to portions of cost reporting 
periods or discharges (as the case may 
be) occurring during FY 1989.

Section 9303 also provides that, in any 
inclusion of capital-related costs into the 
prospective payment system, the 
aggregate Medicare capital payments, 
for those capital-related costs 
attributable to portions of cost reporting 
periods occurring during FYs 1988 and 
1989, must be neither greater nor less 
than the aggregate Medicare capital 
payments that would have been made, 
taking into account the reductions 
mandated under section 9303 of Pub. L  
99-509, without such inclusion of capital 
related costs into the prospective 
payment system.

Furthermore, sections 9303(b) and 
9304 of Pub. L. 99-509 amended sections 
1886(d) and 1886(g) of the Act to include 
hospitals in Puerto Rico under the 
prospective payment system effective 
for inpatient hospital discharges in fiscal 
years beginning on or after October 1, 
1987.

Accordingly, in this proposed rule, we 
are proposing to change the regulations 
that apply specifically to the way in 
which inpatient hospital capital-related 
costs, excluding payments to proprietary 
hospitals for a reasonable rate of return 
on equity capital, will be treated for 
Medicare payment purposes effective 
with hospital cost reporting periods 
beginning on or after October 1,1987. 
Capital-related costs under Medicare 
include depreciation, interest, taxes, 
insurance and similar expenses (defined 
further in § 413.130) for plant and fixed 
equipment, and moveable equipment. 
We are taking into consideration the 
public comments on the June 1986 NPRM 
concerning the capital-related proposals 
(including recommendations from the 
Prospective Payment Assessment 
Commission (ProPAC)). Affected 
regulations are located in 42 CFR Parts 
412 and 413.

Inpatient operating costs are the only 
costs currently covered by the 
prospective payment amounts for those 
hospitals subject to the prospective 
payment system (§ 412.2(c)) and by the 
target rate-of-increase l im its  for those 
hospitals and units excluded from the 
prospective payment system (§ 413.40). 
Accordingly, under current Medicare 
rules, payment for capital-related costs
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is on a reasonable cost basis (§ 413.5) 
because those costs are specifically 
excluded from the definition of inpatient 
operating costs for both hospitals 
subject to and those excluded from the 
prospective payment system.

This proposed rule would eliminate 
the previous distinction maintained 
between capital-related and operating 
costs only for Medicare inpatient 
hospital services provided by hospitals 
subject to the prospective payment 
system for cost reporting periods 
beginning on or after October 1,1987. 
However, section 9303(a) of Pub. L. 99- 
509 provides that sole community 
hospitals are exempt from the capital 
cost reductions through portions of cost 
reporting periods or discharges (as the 
case may be) occurring during F Y 1989 
(section 1886(g)(3)(A) and (B) of the 
Act), and from the inclusion of capital- 
related costs in operating costs of 
inpatient hospital services, through their 
cost reporting periods beginning before 
October 1,1990 (section 1886(g)(3) (C)(i) 
of the Act); accordingly, we are 
proposing to exempt them from the 
provisions of this rule for those periods.
II. Background

Section 1886(a)(4) of the Act, as 
amended by section 601(a)(2) of the 
Social Security Amendments of 1983 
(Pub. L. 98-21), section 9107 of the 
Consolidated Omnibus Budget 
Reconciliation Act of 1985 (Pub. L. 99- 
272), section 206 of Pub. L. 99-349, and 
sections 9303(c) and 9320(g)(1) of Pub. L. 
99-509 States:
m for purposes of this section, the term 
"operating costs of inpatient hospital 
services” includes all routine operating costs, 
ancillary service operating costs, and special 
care unit operating costs with respect to 
inpatient hospital services as such costs are 
determined on an average per admission or 
per discharge basis (as determined by the 
Secretary). Such term does not include costs 
of approved educational activities, a return 
on equity capital, or, with respect to costs 
incurred in cost reporting periods beginning 
prior to October 1 of 1987 (or o f su ch  later 
year as the Secretary may, in his discretion, 
select), other capital-related costs, as defined 
by the Secretary. (Emphasis added.)

The first statutory distinction between 
capital-related costs and total Medicare 
Part A hospital inpatient operating costs 
was made with the enactment of Pub L. 
98-21 on April 20,1983 Prior to that time 
capital-related costs were identified and 
heated separately for Medicare 
Payment purposes only under 
regulations—specifically, § 413.30, under 
which capital-related costs were 
excluded from the inpatient routine 
operating cost limits (that is, the section 
“23 limits enacted by the Social Security 
Amendments of 1972 (Pub. L. 92-603))

for cost reporting periods beginning on 
or after July 1,1979, and § 413.40, under 
which capital-related costs were 
excluded from the inpatient total 
operating cost limits and rate-of- 
increase limits enacted as part of the 
Tax Equity and Fiscal Responsibility 
Act of 1982 (Pub L. 97-248). Section 
601(a)(2) of Pub. L. 98-21, however, 
amended subsection 1886(a)(4) of the 
Act, specifying that the term “operating 
costs of inpatient hospital services” did 
not include costs that are defined by the 
Secretary as capital-related costs. 
Initially, the exclusion of capital-related 
costs was to apply only to cost reporting 
periods beginning prior to October 1,
1986. However, section 206 of Pub. L. 99- 
349 further amended section 1886(a)(4) 
of the Act by postponing for an 
additional year the inclusion of capital- 
related costs into the definition of 
operating costs (that is, for cost 
reporting periods beginning prior to 
October 1,1987). Subsequently, section 
9303(c) of Pub. L. 99-509 further revised 
section 1886(a)(4) of the Act by 
providing that capital-related costs be 
excluded from inpatient operating costs 
for cost reporting periods beginning 
prior to October 1,1987 or later at the 
Secretary’s discretion. Therefore, until 
the Secretary amends the regulations to 
include them, capital-related costs are 
excluded from costs that are 
incorporated into the prospective 
payment system under section 1886(d) of 
the Act and the rate-of increase limits 
under section 1886(b) of the Act; they 
are instead subject to reasonable cost 
reimbursement provisions under section 
1861 (v) of the Act.

Section 1886(d)(1)(A) of the Act 
establishes the prospective payment 
system as the sole basis for paying for 
“operating costs of inpatient hospital 
services (as defined in subsection 
(a)(4))” for hospitals subject to that 
system. The current prospective 
payment rates are not set at levels 
designed to cover capital-related costs 
as well as operating costs as previously 
defined. We are, therefore, setting forth 
in this proposed rule prospectively 
determined capital-related payment 
rates to be effective with cost reporting 
periods beginning on or after October 1,
1987, as authorized under sections 9303 
and 9304 of Pub. L. 99-509.

As a means of providing complete 
information to the public concerning our 
approach to new capital payment 
regulations, we summarize below the 
capital provisions of the June 1986 
NPRM. We also discuss some of the 
comments on that NPRM, and a 
summary of the April 1,1986 and April 1, 
1987 recommendations of ProPAC 
concerning capital.

III. Sum mary of Proposed Changes to 
Capital Paym ent in the June 1986 NPRM

We stated in the June 1986 NPRM our 
intention to change the way we make 
capital payments for hospital inpatient 
services from the reasonable cost-based 
reimbursement system to the 
prospective payment system in light of 
the statutory limit on the Secretary’s 
authority to distinguish capital related 
costs from other inpatient operating 
costs under section 1886(a)(4) of the A ct 
We proposed a methodology to 
incorporate capital payments into the 
prospective payment system that 
conformed with the statutory provisions 
governing the payment for all inpatient 
operating costs, while using the 
Secretary’s exceptions and adjustments 
authority under section 1886(d)(5)(C)(iii) 
of the Act as the basis for phase-in rules 
to ease the transition of hospitals from 
cost reimbursement to the inclusion of 
capital payments under the prospective 
payment system.

A. H ospitals Subject to the Prospective 
Payment System

Section 1886(a)(4) of the Act, prior to 
enactment of Pub. L. 98-21, simply 
incorporated capital-related costs into 
the definition of operating costs. As 
noted above, we proposed to establish a 
transition period and other refinements 
that would improve the equity of the 
system by using the exceptions and 
adjustments authority under section 
1886(d)(5)(C)(iii) of the Act. We 
proposed a four-year transition period, 
effective with cost reporting periods 
beginning on or after October 1,1986, 
leading to fully national capital payment 
rates. During each year of the proposed 
transition period, payments to hospitals 
were to be based on a combination of a 
Federal capital rate and a hospital- 
specific capital portion. The proposed 
schedule for the phase-in period to 
national capital payment rates was 
indicated for each component as shown 
in the following table:

For cost reporting periods beginning 
in Federal FY

Hoscxtal-
specthc
portion

(percent)

Federal
portion

(percent)

1987..................................................... 80 20
1988..................................................... 60 40
1989..................................................... 40 60
1990........................................... 20 60
1991-on............................................... 0 100

We proposed to add new §§ 412.65 
through 412.67 to the regulations to 
describe the new payment, policy.
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B. Determination o f  Federal Capital 
Payment R ates

We proposed to compute the Federal 
capital-related rate using audited 
hospital inpatient capital-related cost 
data from Medicare cost reports for 
reporting periods beginning on or after 
October 1,1982 and before October 1, 
1983 (that is, Federal F Y 1983) to 
develop average capital-related costs 
per discharge. We reduced those costs 
by an estimated amount to reflect an 
offset for interest income earned on 
funded depreciation. We then used the 
base period (Federal FY 1983) cost data 
to establish an average standardized 
amount per discharge for each payment 
area (that is, urban and rural) of each 
census division and for the nation in the 
following manner:

• The FY 1983 costs per discharge 
were inflated through FY 1986 using the 
historical and projected annual rates of 
increase in the capital component of the 
proposed hospital market basket.

• The costs were standardized to 
remove the effects of factors causing 
variation in hospital operating costs that 
are subsequently recognized in the 
computation of each hospital’s 
prospective payment. Because capital- 
related costs were to be treated as 
“other nonlabor standardized amounts” 
in the prospective payment 
methodology, we proposed that each 
hospital’s capital-related costs be 
standardized for the effects of case, mix, 
indirect medical education costs, and 
the higher costs of treating a 
disproportionate share of low income 
patients. In addition, because Alaska 
and Hawaii have a higher cost of living 
compared to other States, the capital- 
related costs for hospitals in these two 
States were also standardized by the 
applicable cost-of-living adjustment 
factor.

• We computed separate averages of 
the adjusted capital-related costs per 
discharge for urban hospitals and rural 
hospitals, nationally and in each census 
division.

• Each of the average capital-related 
standardized amounts was reduced by 
the estimated proportion (five percent in 
FY 1987) of total prospective payments 
that are for outlier cases.

• We adjusted each of the average 
capital-related standardized amounts by 
the appropriate indirect medical 
education payment equality factor.

In order to remain consistent with the 
prospective payment rules governing the 
transition from regional to national 
Federal rates, we proposed that the 
Federal capital-related rates for 
discharges in Federal FY 1987 be a blend 
of Federal regional (50 percent) and

national (50 percent) rates. For 
discharges occurring in Federal FY 1988 
and onward, we proposed that thé full 
national rate be applicable.

C. Determination o f H ospital-Specific 
C apital-R elated Payment R ates

In the June 1986 NPRM, we proposed 
that the hospital-specific portion of the 
capital-related payment be based on the 
lesser of—

• Its hospital-specific capital-related 
rate (that is, its audited inpatient 
capital-related cost per discharge, 
standardized for case mix, from its cost 
reporting period beginning in Federal FY 
1986, updated through each year of the 
transition period by the prospective 
payment update factor; or

• Its actual inpatient capital-related 
cost per discharge in each transition 
year.

D. New H ospitals
We proposed that new hospitals 

would be paid on the basis of the full 
Federal capital-related rate (that is, 
there would be no capital-related phase- 
in period for these facilities).

R  C apital Expenditure Agreements
Section 1886(g)(1) of the Act provided 

that, if legislation concerning payment 
for capital-related costs for inpatient 
hospital services is not enacted before 
October 1,1986 (subsequently amended 
by section 206 of Pub. L. 99-349 to 
October 1,1987), certain restrictions 
would apply. No payment would be 
made for capital-related costs of capital 
expenditures for inpatient hospital 
services in a State, if such expenditures 
were obligated after September 30,1986 
(subsequently amended to September 
30,1987), unless—

• The State has an agreement with 
the Secretary under section 1122(b) of 
the Act; and

• The State has recommended 
approval of the capital expenditure 
under the agreement.

For purposes of section 1886(g)(1) of 
the Act, capital-related costs of capital 
expenditures are defined in section 
1122(g) of the Act as those expenditures 
that, under generally accepted 
accounting principles, are not properly 
chargeable as an expense of operation 
and maintenance, and that—

• Exceed $600,000 (or such lesser 
amount as the State may establish);

• Change the bed capacity of the 
facility with respect to which the 
expenditure is made; or

• Substantially change the services of 
the facility with respect to which the 
expenditure is made.

However, under section 1122(j) of the 
Act, for those capital expenditures that

are made by a health maintenance 
organization or a competitive medical 
plan, no State review is required if 75 
percent of the enrollees are expected to 
use the service for which the capital 
expenditure is madel and the Secretary 
determines that the expenditures are 
necessary for the organization to 
operate efficiently and economically.

Under the June 1986 NPRM, capital- 
related costs for expenditures 
disapproved by a State under section 
1122 of the Act would be considered 
nonallowable costs for Medicare cost 
reporting purposes. We proposed to 
adjust the Federal portion of the capital- 
related prospective payment amount on 
the basis of the percentage of the total 
disapproved capital expenditures to 
total capital assets. Because our capital 
payment proposal provided that the 
hospital-specific portion of the capital 
payment would be determined on a 
reasonable cost basis for allowable 
costs (that is, costs that are specifically 
approved under section 1122 of the Act), 
we did not propose to adjust the 
hospital-specific capital payments.

F. Sole Community H ospitals
We proposed to pay sole community 

hospitals (SCHs) the capital-related 
payment rates for all discharges 
occurring in cost reporting periods 
beginning on or after October 1,1986 
at—

• 25 percent of the Federal regional 
capital-related rates, plus

• 75 percent of their capital-related 
hospital-specific rate.

We also proposed to—
• Disregard the blending of Federal 

and hospital-specific rates and the 
transition to full national rates 
applicable to all other hospitals; and

• Apply the additional payment 
provisions applicable to SCHs under 
§ 412.92(e) to include capital-related 
payment adjustments.

G. H ospitals and Units Not Subject to 
the Prospective Payment System

We proposed, for a limited time, not to 
incorporate capital-related costs into 
inpatient operating costs for those 
hospitals and units not subject to the 
prospective payment system, using the 
Secretary’s exception authority under 
section 1886(b)f4)(A) of the Act. Their 
capital related costs were to continue to 
be paid on a reasonable cost basis. 
However, we noted that it was our 
intention to develop an alternative to 
reasonable cost reimbursement for the 
capital-related costs of these excluded 
facilities.
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H. Summary o f A dditional Options 
Presented in the June 1986 NPRM

We specifically invited public 
comment on an option in which we 
would not standardize for case mix, 
indirect medical education or 
disproportionate share payments. In 
addition to the basic proposal outlined 
above, we set forth and solicited 
comments on several options (described 
below) that we were considering in 
order to permit hospitals to better adjust 
to this significant change in the way 
Medicare would pay for inpatient 
hospital capital-related costs and to 
avoid sudden and severe disruptions in 
hospital capital funding.

I. Distinguishing Plant and Fixed 
Equipment from Moveable Equipment 
during Transition

Under this option, all moveable 
equipment costs would have been 
incorporated into the Federal 
prospective payment rates with no 
transition, and a transition of longer 
than four years as proposed would have 
been provided for plant and fixed 
equipment.

As a variation to this approach, we 
considered paying hospitals based on 
the costs reported in their F Y 1986 cost 
reports for plant and fixed equipment 
related to debt service (principal and 
interest) and lease costs. Depreciation, 
as it is currently defined in regulations 
at § 413.134 through § 413.149, would not 
have been paid on a hospital-specific 
basis.

2. Alternative to Hospital-Specific 
Rate—Rolling Base

Rather than establishing a hospital- 
specific capital-related rate from a fixed 
base year, we indicated we would 
consider using the actual costs during 
each transition year to determine the 
hospital-specific portiorrof the blended 
payment amount

3. Transitional Exception Process for 
Hospitals Disadvantaged by Phasing 
Capital-Related Payments Into the 
Prospective Payment System

Under this approach, an exceptions 
process which was distinct for capital- 
related costs, was set forth pursuant to 
the general authority granted to the 
Secretary under section 1886(d)(5)(C)(iii) 
of the Act to provide for such exceptions 
and adjustments to prospective payment 
amounts as are deemed appropriate. 
Under this option, the amounts to be 
Paid under the capital payment 
exception process would be funded by a 
reserve of funds obtained by reducing 
*he average standardized capital-related 
Payment rates by five to ten percent to

generate a pool equal to the amount 
estimated to be paid to hospitals 
meeting the following exceptions 
criteria:

• The ratio of current liabilities to 
current assets exceeds 200 percent.

• Inpatient per discharge capital- 
related costs exceed 200 percent of the 
Medicare adjusted standardized capital 
payment for a hospital’s payment area 
(region and urban or rural location). 
Only costs associated with capital- 
related items and services that were 
obligated before a specified date, for 
example, before January 1,1986, were to 
be considered.

• Total inpatient cost per discharge 
exceeds total prospective payments and 
pass-through payments per discharge 
(capital and noncapital payments per 
case).

4. Lengthening the Capital Payment 
Transition Period

We proposed consideration of a 
phase-in period longer than the four 
years stated in our proposal.

5. Variations in Blending Federal and 
Hospital-Specific Rates During 
Transition

We proposed consideration of an 
increase in the hospital-specific 
proportion and a commensurate 
decrease in the Federal proportion 
during the transition period so that the 
capital-related hospital-specific portion 
would be weighted higher in the early 
years of the transition period than was 
specified in the June 1986 NPRM.

6. Adjustment to Hospital-Specific Rates 
for Low Occupancy

Under this approach, the capital- 
related hospital-specific rate was to be 
modified when a hospital’s occupancy 
rate was significantly below the 
national average. We stated that we 
would inflate the number of total 
inpatient days in the cost reporting year 
by the percentage difference between 
the hospital’s actual occupancy rate in 
that period and an appropriate 
percentage threshold. Using the resulting 
adjusted inpatient days figure, we would 
derive the capital-related cost per diem 
to be used in determining the hospital’s 
total inpatient capital-related cost for 
the cost reporting period. This 
modification was to result in an 
appropriate and proportional reduction 
in the hospital’s rate per case in making 
its capital payment.

7. Update of the Capital-Related 
Hospital-Specific Rate

Rather than updating the capital- 
related hospital-specific rate by the 
overall prospective payment update

factor, as proposed, we indicated that 
we were considering an alternative to 
update that rate by the percentage 
change in the capital component of the 
hospital market basket.

IV. April 1,1986 ProPAC 
Recommendations on Capital Payment

In its April 1,1986 Report to the 
Secretary (published as Appendix C of 
the June 1986 NPRM (51 FR 20123)), 
ProPAC made recommendations related 
to the incorporation of capital-related 
costs into the prospective payment 
system. We described those proposals 
in detail in that NPRM and provided our 
responses. The following is a summary 
of those recommendations.

A. Including Capital in the Prospective 
Payment System (Recommendation 5)

ProPAC recommended that beginning 
in FY 1987, the Secretary should initiate 
a transition to all-inclusive prospective 
prices that combine inpatient operating 
and inpatient capital-related cost 
components in a single prospective 
payment per case for hospitals. The 
capital payment methodology that is 
adopted—

• Should provide neutrality in capital- 
related cost and operating cost trade
offs; and

• Should not favor either capital- 
related or operating costs but should 
encourage hospital managers to choose 
the optimal combination of those cost 
components. An all-inclusive payment 
rate would allow individual providers 
the flexibility to make what they 
consider to be the most cost-effective 
decisions based on the unique 
characteristics of their institutions.

B. Capital Payment M ethod 
(Recommendation 6)

ProPAC recommended that the 
Federal portion of capital payments 
should be calculated as a fixed 
percentage add-on to the standardized 
amounts, beginning in FY 1987, and that 
the Secretary should immediately 
develop capital components to be added 
to the hospital market basket. When 
appropriate data become available, the 
components of prospective payments 
should be recalculated to reflect the 
addition of capital costs. The results of 
this recomputation should be 
implemented as soon as possible, but no 
later than FY 1988.

C. Level o f  Capital Payment 
(Recommendation 7)

ProPAC recommended that capital 
payment should be added to the Federal 
portion of the prospective payment rates
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for hospital accounting years beginning 
in FY 1987 in the following steps:

• For building and fixed equipment, 
average actual Medicare capital-related 
costs per discharge for FY 1985, 
projected forward to FY 1987 by an 
index of construction capital costs.

• For moveable equipment, average 
actual Medicare capital costs per 
discharge for hospital cost reporting 
year FY 1983, projected forward to FY 
1987 by an index of equipment capital 
costs

• The proportion attributed to 
moveable equipment should be the 
lesser of the FY 1983 proportion or 40 
percent.

D. Capital Payment Transition 
(Recommendation 8)

ProPAC recommended that the 
transition to Federal capital payments 
under the prospective payment system 
should begin in FY 1987 in accordance 
with the following provisions:

• There should be no transition for 
moveable equipment. All payments for 
moveable equipment should be included 
as a fixed percentage add-on to the 
Federal standardized amounts beginning 
in FY 1987.

• Payment for plant and fixed 
equipment should be phased in as a 
fixed percentage add-on to the Federal 
standardized amounts over a seven- to 
ten-year period on a straight line basis.

• For plant and fixed equipment, the 
hospital-specific capital payment 
portions should be based on the actual 
costs incurred during each year of the 
transition.

• During the transition, the Federal 
portion for plant and fixed equipment 
should be updated each year by an 
index of construction costs.

• The addition of capital to the 
Federal standardized amounts should 
reflect base-year treatment of return on 
equity and interest offsets. Return on 
equity payments should be added to the 
hospital-specific portion of operating 
costs. Once the transition to fully 
national rates for operating payments 
ends, there should be no hospital 
specific payment for return on equity.

V. Proposed Changes to Capital 
Paym ent

A. G eneral Discussion
A wide variety of comments were 

received on the policies and options 
described in the June 1986 NPRM. We

have revised our original proposal in 
several substantial ways in response to 
the comments and in light of section 206 
of Pub. L. 99-349 and sections 9303 and 
9304 of Pub. L. 99-509. Below, we 
describe in detail various aspects of our 
proposal and the specific methodology 
that we would use to implement our 
proposal.

• As discussed earlier, section 206 of 
Pub. L. 99-509 extended the period 
during which the Secretary is required to 
distinguish and treat capital-related 
costs separately from other inpatient 
hospital operating costs that are subject 
to the provisions of, section 1886 of the 
Act (that is, subject to the prospective 
payment system, the rate-of-increase 
limits, and State reimbursement control 
systems). Section 9303 of Pub. L. 99-509 
amended section 1886(g)(3) of the Act to 
provide that, in the design of a 
prospective payment system for capital- 
related costs, the aggregate capital 
payments attributable to portions of cost 
reporting periods occurring during FY s  
1988 and 1989 shall be neither greater 
nor less than the aggregate capital 
payments that would have been made 
on a reasonable cost basis subject to the 
reductions of seven percent in FY  1988 
and ten percent in FY  1989, as 
authorized under section 9303(a) of Pub. 
L  99-509. In addition, section 9304 of 
Pub. L. 99-509 provides for inclusion of 
hospitals in Puerto Rico under the 
prospective payment system effective 
with inpatient hospital discharges 
beginning in FY  1988. We plan to 
implement the provisions concerning 
hospitals in Puerto Rico in a separate 
proposed rule to be published shortly in 
the Federal Register. (We note that in 
that document we plan to further amend 
Subpart K to Part 412 to implement 
those provisions. In this proposed rule, 
we are proposing to add Subpart K 
consisting of § 412.214 to implement the 
provision for incorporating capital 
payments into the prospective payment 
system for hospitals in Puerto Rico.) 
Section 9304 of Pub. L. 99-509 also 
revises section 1886(d) of the Act (by 
adding section 1886(d)(9)(D)(iii)) to 
authorize the Secretary to make 
exceptions and adjustments under 
which we believe a transition period 
and other refinements for incorporating 
capital payments into the prospective 
payment system could be extended to 
hospitals in Puerto Rico. (We note that 
the reductions in capital payments for

FY 1988 and FY 1989, as provided under 
section 1886(g)(3) of the Act, also apply 
to hospitals in Puerto Rico.)

The regulations for implementation of 
the incorporation of capital payments 
into the prospective payment system, 
which we propose to be effective with 
cost reporting periods beginning on or 
after October 1,1987, would be different 
from the June 1986 NPRM in the 
following manner:

• We would establish national urban 
and rural capital rates separately for 
plant/fixed equipment and for moveable 
equipment, using the best data currently 
available, that is, capital-related costs 
for cost reporting periods beginning in 
Federal FY 1984. (Since the Federal 
capital rates are calculated according to 
the Federal fiscal year, we would update 
the national capital rates each Federal 
fiscal year.)

• We would determine the hospital- 
specific portion of the capital payment 
on the basis of each hospital’s allowable 
capital-related costs for plant and fixed 
equipment and for moveable equipment 
in each year of the transition.

• We would provide a ten-year 
transition period for incorporating 
capital payments for plant and fixed 
equipment into the prospective payment 
system.

• We would provide a two-year 
transition period for incorporating 
capital payments for moveable 
equipment into the prospective payment 
system.

• We would amend the existing 
payment policy for outliers (42 CFR Part 
412, Subpart F), which is mandated by 
section 1886(d)(5)(A) of the Act, by 
adding a portion of the Federal capital 
payment to the pool set aside for total 
outlier payments. The cost outlier policy 
(§ 412.84) would be based on capital and 
noncapital-related costs, and we would 
pay high capital cost cases only when 
both the capital-related and noncapital- 
related operating costs for a case are 
above the cost outlier threshold. We 
believe that there is no need to make 
cost outlier payments for cases in which 
both capital-related and noncapital- 
related operating costs are below the 
cost outlier threshold.

• The blending of Federal and 
hospital-specific portions of the capital 
payment for plant and fixed equipment 
dining the transition period would be 
weighted heavily toward the hospital- 
specific portion in the earlier transition 
years as follows:
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Cost reporting period beginning on or after

1988
198Ö
1990
1991
1992
1993
1994
1995
1996
1997
1998

Plant and fixed Moveable
equipment equipment

Hospi- Hospi-
Feder- tal- Feder- tal-

al specif- äl specif-
(per- ic (per- ic
cent) (per- cent) (per-

cent) cent)

5 95 33 67
10 90 67 33
15 85 100 0
20 80
25 75
30 70
40 60
50 50
65 35
80 20

100 0

• We would determine the hospital- 
specific portion based on Medicare’s 
share of total allowable capital-related 
costs of plant and fixed equipment, and 
Medicare’s share of total allowable 
capital-related costs of moveable 
equipment (rolling base) subject to the 
applicable blending percentages in each 
year of the transition for each hospital.

• We would include Puerto Rico 
hospitals in the prospective capital 
payment process in accordance with 
sections 1886(d)(9) and (g)(3)(A) of the 
Act.

• For Federal FYs 1988 and 1989, we 
would adjust the capital payment 
amounts (Federal and hospital-specific 
portions) in order that the aggregate 
capital payment amounts under the 
prospective payment system 
approximate the aggregate capital 
payment amounts that would have been 
made, taking into account the reductions 
prescribed under section 9303 of Pub. L. 
99-509, on a reasonable cost basis 
during Federal FYs 1988 and 1989.

• We would make capital payments 
to new hospitals on the same basis as 
all other hospitals subject to the 
prospective payment system, using the 
rolling base approach and the applicable 
Federal/hospital-specific blend for the 
Federal fiscal year in which the hospital 
first participates in the Medicare 
program.

• We would exclude sole community 
hospitals from inclusion of capital into 
the prospective payment system for cost 
reporting periods beginning before 
October 1,1990, in accordance with 
section 1886(g)(3)(C)(i) of the Act.

• We believe that the proposed 
capital payment policy would negate the 
need for a further distinct capital outlier 
policy or exceptions process. As we 
described it in the June 1986 NPRM, an 
additional distinct exceptions process

would provide a payment adjustment to 
those hospitals that could document that 
their capital-related inpatient costs were 
substantially in excess of a prescribed 
threshold (for example, twice the 
standardized capital payment amount 
and total prospective payments less 
than total inpatient costs covered by the 
prospective payment system). We 
recognize that capital expenditures for 
plant and fixed equipment are subject to 
long-term replacement, renovation and 
expansion cycles and may not be 
amenable to short-term adjustment due 
to the commitment of capital funds 
involved. Due to these factors, we are 
proposing to adopt those options that 
called for a longer transition period, 
with payments for fixed capital costs 
more heavily weighted toward the 
hospital-specific portion of the blend 
during the phase-in, and a rolling base 
year approach in determining the 
hospital-specific portion (that is, paying 
a portion of the actual allowable capital- 
related costs in each transition year as 
opposed to a fixed base year rate 
updated during the transition period).

In selecting these options, it became 
apparent that there would be little 
remaining rationale to support a 
provision for a distinct capital 
exceptions process. Because a rolling 
base, initially heavily weighted to 
hospitahspecific costs, would recognize 
not only a hospital’s prior commitments 
(higher than average standardized 
costs), but also costs for acquisitions 
during the transition period (that are 
normally committed for in prior years), 
there should be practically no basis on 
which a hospital would find itself in 
financial distress over capital 
expenditures due solely to Medicare’s 
incorporation of such payments into the 
prospective payment system. An 
adequately long transition period for

plant and fixed equipment gives 
hospitals sufficient time to plan for 
changes in capital or other operating 
expenditures, especially since the 
payment levels are known in advance 
under a prospective system Also, with 
capital payments tied closely to current 
costs with eight years of the ten-year 
transition period for plant/fixed 
equipment being paid at 50 percent or 
more of the hospital-specific costs, 
hospitals’ financial situations would not 
be substantially affected before the 
hospitals have had adequate time to 
make adjustments even in the face of 
long-term capital cycles.

In moving to a process that would 
allow hospitals to meet prior capital 
commitments for a longer term through 
an extended transition period, and with 
full knowledge of the rate of future 
payments, hospitals would have 
adequate financing for old debt (prior 
capital commitments) and adequate 
information regarding future capital 
income to plan future capital 
expenditures without the need of an 
additional safeguard in the program. Ii 
addition, this process could act as a 
disincentive for hospitals to take 
appropriate action to bring capital costs 
into line with expected payment levels 
under future standardized rate 
schedules.

For these reasons, we conclude that 
the added administrative complexity of 
a capital payment exceptions process, 
as well as the reduction in rates 
required to establish a pool of exception 
payment funds, are persuasive 
arguments against creating such an 
exceptions process. However, we are 
open to suggestions and will continue to 
consider a potential exceptions process 
or additional outlier capital policy 
during the transition period.

B. Capital Payment Policy—Specific 
M ethodology

Under this proposed rule, hospitals 
subject to the prospective payment 
system, other than SCHs, would begin 
receiving capital payments on a 
prospective payment basis effective 
with cost reporting periods beginning on 
or after October 1,1987, based on a 
combination of a Federal capital rate 
and a hospital-specific portion during 
ten-year and two-year transition 
periods. This would continue until 
capital payments are fully integrated 
into the prospective payment system 
with cost reporting periods beginning on 
or after October 1,1997. Following is a 
step-by-step description of the 
methodology we have used in 
determining the proposed capital 
payment rates.
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We would extend the prospective 
payment system to capital-related costs 
under the authority of section 1886(a)(4) 
of the Act. We would establish special 
transitional and other procedures for 
capital-related costs under the authority 
in section 1886(d)(5)(C)(iii) of the Act to 
make necessary exceptions and 
adjustments to the prospective payment 
system.
1. Determination of Federal Capital 
Payment Rates

Step 1—Split o f plant and fix ed  
equipment from  m oveable equipment. 
Inpatient capital-related cost data from 
FY 1984 Medicare cost reports (latest 
available audited data) were used in the 
determination of the proposed Federal 
capital payment rates. In determining 
the split of plant and fixed equipment 
from moveable equipment, ratios of 
plant and fixed equipment costs to the 
total capital-related costs, and of 
moveable equipment costs to the total of 
capital-related, costs were developed for 
each hospital Capital-related costs for 
departments as shown on the Medicare 
cost report, such as nursery, other 
reimbursable cost centers (for example, 
home dialysis), and nonreimbursable 
cost centers were excluded from these 
totals because these costs do not 
represent inpatient capital costs for 
Medicare payment. Since a split of 
plant/fixed equipment and moveable 
equipment could not be determined for 
directly assigned capital-related costs, 
directly assigned capital-related costs 
were treated as moveable equipment 
costs only for those hospitals that did 
not separately report capital-related 
costs in the moveable equipment cost 
center.

For those cases in which capital 
related costs were reported in both the 
moveable equipment cost center and the 
directly assigned cost center, the 
directly assigned costs were not used in 
the ratio calculations. That is, it was 
assumed that the split of plant and fixed 
equipment from moveable equipment in 
the directly assigned cost category is 
consistent with the split in the plant and 
fixed equipment from moveable 
equipment cost centers.

Inpatient capital-related costs 
apportioned to the Medicare program 
were split between plant/fixèd 
equipment and moveable equipment, 
using the ratios as determined above for 
each hospital.

We note that through additional audit 
efforts, we are in the process of 
collecting additional information on 
directly assigned capital-related costs to 
disaggregate these costs between plant/ 
fixed equipment and moveable 
equipment, more precisely. In addition.

we will be examining alternative 
methodologies to apportion Medicare 
inpatient capital-related costs between 
plant/fixed equipment and moveable 
equipment, more appropriately. For 
example, we will be looking at 
approaches to apportion ancillary plant/ 
fixed equipment costs and moveable 
equipment costs between inpatient and 
outpatient services as a refinement to 
the split ratios in apportioning Medicare 
inpatient capital related costs between 
plant/fixed equipment and moveable 
equipment.

Step 2—Adjustments and 
standardizations—General. The Federal 
capital payment rates calculated 
separately for plant/fixed equipment 
and for moveable equipment from 
Federal FY 1984 cost reporting data are 
adjusted, updated, standardized and 
computed as separate national averages 
for urban and rural hospitals, in the 50 
States and the District of Columbia as 
described in the June 1986 NPRM (51 FR 
19975).

Puerto Rico. We developed a separate 
adjusted average for urban and rural 
hospitals in Puerto Rico using FY 1984 
Puerto Rico hospital data and, in 
general, the same methodology as that 
used for the 50 States and the District of 
Columbia. We note that we are 
continuing to look at data on Puerto 
Rico hospitals and will conduct further 
audits of the hospital data. Also, we are 
considering whether other methods of 
determining the classification of plant/ 
fixed equipment from moveable 
equipment are appropriate.

Standardization. We are 
standardizing the Medicare capital- 
related plant/fixed equipment and 
moveable equipment costs of each 
hospital to eliminate cost variation due 
to differences in case mix complexity, 
indirect medical education, and 
disproportionate share payments (and 
for the moveable capital costs of 
hospitals in Alaska and Hawaii, a cost- 
of-living adjustment) because the 
statute, by permitting the Secretary to 
define capital-related costs as operating 
costs, requires both the standardization 
of the rates and the adjustments to 
payments to hospitals for these factors, 
unless there is an appropriate reason for 
not standardizing capital-related costs 
by one or more of these factors. Our 
preliminary statistical analysis indicates 
that there is a reasonable analytical 
support for standardizing capital-related 
costs by the hospital case-mix index. 
The evidence, however, for 
standardizing the indirect costs of 
medical education and disproportionate 
share adjustments is inconclusive.

Since we have no strong evidence to 
suggest that is is inappropriate to

standardize capital-related costs by the 
same factors used in standardizing 
inpatient hospital operating costs, we 
propose to standardize capital-related 
costs by the indirect teaching factor, 
disproportionate share adjustment, and 
the case-mix index. We will continue to 
examine the appropriateness of 
standardizing capital-related costs by 
these factors. (We refer the reader to the 
regulatory impact analysis in Appendix 
D of this document for further 
information on the effects of 
standardization.) We are required to 
compute urban and rural averages as 
provided by sections 1886(d)(2)(D) and 
(d)(3)(D) of the Act. We note that rural 
referral centers (see § 412.96) would be 
paid on the same basis for capital as for 
other operating costs under the 
prospective payment system.

L ocal cost variations. Several 
commenters on the June 1986 NPRM 
suggested that we adjust the capital 
payment amounts for area construction 
cost variations. In recognition of the 
variations in construction cost among 
areas, a construction cost index (listed 
in Appendix B of this document) would 
be applied in making payments for 
plant/fixed equipment This construction 
cost index would apply only to the 
Federal payment portion for plant/fixed 
equipment since such variations would 
already be recognized on an individual 
hospital basis in determining the 
hospital-specific portion using a "rolling 
base.” The construction cost index 
would be applied to standardize the 
plant/fixed equipment cost data in the 
same manner that cost data are 
standardized for case mix, indirect 
medical education and disproportionate 
share.

Construction and renovation of 
hospital facilities represent most of 
hospital fixed capital expenditures Since
the cost of construction varies 
geographically, we believe it is 
necessary to include an index of 
geographic variation in construction  
costs to incorporate fixed capital costs 
into the prospective payment system. 
W e review ed a variety of data sources 
From which a construction cost index 
could be developed, including the 
Bureau of the Census, the Bureau of 
Labor Statistics, and non-government 
sources The criteria we considered  
important in our review were the type of 
data available, the comprehensiveness 
of the data, the degree to which it was 
specific to hospital construction, the 
number of years for which data were

• i ii_ _ i '  11_ « f  i U n  /- Int o a r m

the geographic detail available.
We selected the Dodge/Data 

Resources, Incorporated (DRI)
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Construction Potentials database as the 
most appropriate source for developing 
a fixed capital construction cost index 
for the prospective payment system The 
Dodge/DRI database contains 
information on all major building 
projects in the country, both new 
construction and additions and 
alterations, with a projected value of 
over $25,000. Data collected from 
architects, developers, building 
contractors, building permit offices, 
newspapers, and other sources by a 
network of 1,500 correspondents are 
entered into the database when a 
contract has been signed and 
construction is to begin within 00 days. 
Data recorded on each project include 
the date, type of facility to be built, 
contracted cost and square footage to be 
constructed, location by city and county 
and other information. The Dodge/DRI 
database is widely used as a data 
source by die construction industry. 
(Congress itself recently provided for 
the use of a Dodge Construction Index to 
measure certain construction costs 
incurred by skilled nursing facilities in 
the Medicaid program. See section 
1902(a)(13}(C) of the Act, as amended by 
section 9509 of Pub. L. 99-272. We 
believe that this is evidence of the 
widespread acceptance of those indexes 
by the industry.)

Data on institutional construction. 
From the Dodge/DRI database, we 
developed a file of nonresidential 
‘'institutional” construction by 
Metropolitan Statistical Area (MSA) and 
New England County Metropolitan Area 
(NECMA) far each year 1972 to 1986. 
Counties that did not fall into MSA/ 
NECMA areas were included in the 
appropriate state rural areas. We used 
the MSA-NECMA assignment that was 
listed in Table 4a (Wage Index for 
Urban Areas) in the addendum to the 
September 3,1986 final rule (51FR 
31555). Types of construction included in 
our file were as follows;

• Schools and colleges;
• Nonmanufacturing owned 

laboratories;
• Libraries and museums;
• Hospitals and other health 

treatment buildings;
• Capitols, court houses, city halls 

and other government service buildings; 
and

• Houses of worship and other 
religious buildings.

We selected these types of 
construction for the file because they 
included all types of construction in the 
Dodge/DRI database that reasonably 
represented relative variations in 
hospital construction costs. For that 
reason, we excluded residential 
construction (also because it would

include a substantial volume of small 
wood frame construction not 
representative of hospital construction). 
Amusement, social, recreational and 
transportation terminal buildings 
(gymnasiums, arenas, auditoriums, 
theaters, airports e tc .) were excluded 
because we expected their cost per 
square foot would vary too much by size 
of the facility rather than by geographic 
area. We also excluded other 
noninstitutional construction (stores, 
restaurants, office and bank buildings).

In determining the types of 
construction to include in computing a 
prospective payment system 
construction cost index, we first 
considered using only hospital 
construction. However, in some 
geographic areas, this resulted in no 
data in some years because no hospital 
construction had taken place in the area 
in those years and some areas had less 
than five years of hospital-only 
construction data to average in the 15 
year period. For the types of 
construction we included in our file, the 
methodology used to compute the 
prospective payment system 
construction cost index for fixed capital 
is as follows:

Step a. The contracted cost of all 
construction for each urban or State 
rural area (385 different geographic 
areas) was totaled by year. Likewise, 
the square footage of all construction for 
each geographic area was totaled by 
year.

Step b. For each year from 1972 to 
1986, a national average construction 
cost per square foot was computed for 
the year by summing the construction 
cost for the year over all geographic 
areas and dividing by the total square 
footage of construction over all 
geographic areas for that year.

Step c. The cost per square foot for 
each geographic area for each year was 
calculated by dividing the construction 
cost for each area by the square footage 
for each area. This resulted in 365 
different cost per square foot values, one 
for each geographic area for each of the 
15 years, or 5,475 total values. Aberrant 
values were defined to be geographic 
areas that had an average cost per 
square foot exceeding three times the 
national average for that year, or less 
than one-third the national average for 
that year. Fifteen of the 5,475 cost per 
square foot values exceeded these limits 
and were dropped as aberrant values, 
thus leaving 5,460 cost values.

Step d. A construction cost index for 
each geographic area for each year was 
obtained by dividing the cost per square 
foot for each area by the national cost 
per square foot for the respective year. 
This resulted in 5,460 index values.

Step e. A 15-year average index for 
each geographic area was computed by 
multiplying each area's index for each 
year by the square footage of 
construction for the area for that yeaT 
and summing across years, then dividing 
by the total square footage of 
construction for the area over the entire 
15 year period This resulted in a 15-year 
average index for each of the 365 
geographic areas. For areas with 
aberrant values (as described in step c 
above) for a particular year, that year’s 
index and square footage were excluded 
in calculating the 15 year average index 
for that area.

Step f. The arithmetic mean of these 
365 fifteen year average construction 
cost indexes was computed and each of 
the index values was divided by this 
mean to obtain an index with a national 
mean of 1.000. The resulting indexes are 
listed in Appendix B  of this document.

The criteria used for excluding 
aberrant values had a more significant 
impact on the index when only hospital 
construction was used because the 
hospital construction cost per square 
foot in some areas for some years 
ranged from 11 percent to 1,443 percent 
of the national average. Although 
averaging the index over 15 years for 
each geographic area helped smooth out 
this variation, the index was still rather 
volatile and would have produced a 
final index that ranged from .43 to 1.80 
with a standard deviation of .21, rather 
than the index in Appendix B, which 
ranges from S3 to 1.72 with a standard 
deviation of .16. We are continuing to 
investigate criteria for determining 
aberrant values that might result in a 
less volatile index based only on 
hospital construction.

In computing the construction cost 
index, we had available two additional 
years of data, 1970 and 1971. (Dodge/
DRI has collected hospital construction 
data since 1970.) We considered using 
periods of other than 15 years for 
computing the multiyear average index 
for each area. We chose 15 years 
because the year-to-year correlation 
reached 99 percent by year 15. This 
result produces a very stable index and 
reduces major fluctuations in Medicare 
hospital capital payments as new 
investments are incurred each year.
Also, since the capitalization of 
construction project costs averages 
roughly 30 years, using an index 
averaged over 15 years allows the cost 
of an amortized project to influence the 
construction cost index for the median 
of its useful life. Using a shorter 
averaging period would result in a more 
volatile index, with a year to year 
correlation from about 60 percent to 90
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percent, depending on the number of 
years averaged. As a result, some areas 
would experience significant changes in 
their index each time the index is 
updated. This would allow the index to 
respond more quickly to abrupt changes 
in the cost of construction in a particular 
area, but would also allow a very large 
single contract in a particular area in 
one year to have a possibly disruptive 
impact on the fixed capital payments for 
that area when the index is next 
updated.

L ocal cost variation—Puerto R ico.
ÜRI does not collect construction cost 
data for Puerto Rico, and we were not 
able to compute a construction cost 
index for Puerto Rico in the same 
manner as for other areas. We are not 
including index values for Puerto Rico in 
the construction cost indexes in 
Appendix B of this document, but are 
considering three proxy approaches to 
estimate the construction cost index for 
Puerto Rico.

• Our first approach for estimating a 
construction cost index for hospitals 
located in Puerto Rico would be to 
calculate the average cost per square 
foot for Federal government building 
rental in Puerto Rico, and divide by the 
average cost per square foot for Federal 
government building rental for the State 
with the lowest construction cost index 
in the United States. We are currently 
obtaining data on the cost of renting 
Federal government buildings from the 
General Services Administration. We 
would use the ratio calculated above to 
determine a construction cost index for 
Puerto Rico. For the Puerto Rico rural 
construction cost index, we would 
multiply that ratio by the rural 
construction cost index for the State 
with the lowest rural construction cost 
index. For the Puerto Rico urban 
construction cost index, we would 
determine a single value for all Puerto 
Rico urban areas by applying the ratio 
to the average of the urban indexes for 
the urban areas of the State with the 
lowest average urban construction cost 
index.

• A second approach would be to 
identify a geographic area in the United 
States in which economic conditions are 
most comparable to those in Puerto 
Rico.

• A third approach would be the 
direct collection of construction cost 
records and information from Puerto 
Rico hospitals, and computation of 
urban/rural indexes as the construction 
cost per square foot of Puerto Rico 
hospitals divided by the average 
construction cost per square foot for 
hospitals in the continental United 
States. We are evaluating the feasibility 
and reliability of such a survey.

We are evaluating the merits of each 
of these approaches and specifically 
solicit public comments on other 
approaches in determining the 
appropriate construction cost index for 
Puerto Rico hospitals.

Conclusion. We are continuing to 
investigate the manner in which the 
construction cost index is calculated 
and, in particular, solicit suggestions 
regarding—

—Developing a methodology for 
computing a less volatile index based 
only on hospital construction;

—Developing an index that is a 
combination of hospital-only 
construction and other institutional 
construction, in which the data are 
combined in a manner other than just 
summation. Examples would be a 
hospital-only construction index for 
those areas with a large amount of 
hospital construction data, and a proxy 
based on general institutional 
construction for areas with a small 
amount of hospital construction. Also, a 
different method of weighting other than 
square footage of construction could be 
used to obtain the multiyear average 
index;

—Adding or deleting types of 
construction to the index;

—Changing the length of the 
averaging period for the index; and

—Using a different geographical unit 
to determine the index (for example, 
census regions).

We will continue to examine the 
construction cost index we are 
proposing and will attempt to increase 
the precision with which it reflects 
variation in construction costs across 
geographic areas. We expect to update 
the index on a periodic basis to reflect 
recent changes in area construction 
costs.

We also seek comments on the 
alternatives of using the hospital wage 
index (used for purposes of the inpatient 
hospital prospective payment system) or 
no construction cost index in lieu of the 
proposed construction cost index to 
adjust the plant/fixed capital-related 
Federal rates for area variation in 
hospital construction costs. We plan to 
update the values of the hospital wage 
index as part of the proposed update of 
the hospital prospective payment system 
for FY 1988 to be published shortly in 
the Federal Register. We caution the 
reader that the rates in tables one and 
two of Appendix A of this proposed rule 
would change if either alternative is 
adopted because the underlying plant/ 
fixed equipment costs used to derive the 
rates in the tables reflect 
standardization by the proposed 
construction cost index. That 
standardization would be eliminated

entirely if no construction cost index 
were adopted, and would be replaced 
with standardization by the hospital 
wage index if that alternative were 
selected.

Step 3—Updating. The results from 
step 2 (the standardized average fixed 
and moveable costs per case for each 
hospital) are updated through FY 1987 
using the estimated rate of increase in 
actual inpatient hospital capital costs. In 
the June 1986 NPRM, we proposed to 
update the FY 1983 average cost per 
case through FY 1986 using the capital 
component of the hospital market 
basket, and for FY 1987 onward, the 
prospective payment update factor in 
order to be consistent with the 
prospective payment system 
methodology for all other inpatient 
operating costs. However, in light of the 
requirement that aggregate payments for 
inpatient capital costs under a 
prospective payment system 
approximate aggregate payments for 
inpatient capital-related costs under 
cost reimbursement subject to the 
reductions Under section 1886(g)(3) of 
the Act, we propose instead to update 
hospitals’ FY 1984 costs per case through 
FY 1987 by the estimated actual increase 
in capital costs per case for purposes of 
establishing the rates. We would also 
update Costs for FY 1988 and FY 1989 for 
purposes of estimating the payments 
that would be made, subject to the 
reductions under section 1886(g)(3) of 
the Act, under reasonable cost 
principles. (The latter estimate would 
form the basis of the budget neutrality 
adjustment to the rates.) For FY 1990 
onward, the same update factor (the 
applicable percentage change under 
sections 1886(b)(3)(B) and (e)(4) of the 
Act) would apply to the capital-related 
rates as to all other inpatient hospital 
operating rates. We also wish to point 
out that no updating of the hospital- 
specific portion of capital-related 
payments would be necessary under this 
proposed rule since a rolling base year 
(actual costs in each transition year) 
would be used rather than a fixed base 
year.

Step 4—Separate averages. The 
amounts resulting from step 3 are then 
used to compute average standardized 
rates for plant/fixed equipment and 
moveable equipment, for all urban 
hospitals and for all rural hospitals in 
the United States and the District of 
Columbia, and for urban and rural 
hospitals in Puerto Rico. The national 
urban and rural averages are discharge- 
weighted in the same manner as the 
prospective payment rates for other 
inpatient hospital operating costs that
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will be in effect with discharges 
occurring on or after October 1,1987.

Step 5—Reducing fo r  outliers. In 
accordance with section 1886(d)(5)(A) of 
the Act, we would amend the current 
outlier policy (in 42 CFR Part 412, 
Subpart F) by adding capital to the pool 
set aside for outliers. The average 
standardized rates for plant/fixed 
equipment and moveable equipment 
resulting from step 4 are reduced by the 
proportion {estimated by HCFA) of the 
amount of payments that, based on the 
total amount of the Federal capital- 
related payments for urban hospitals 
and the total amount of the Federal 
capital-related payments for rural 
hospitals, are additional payments for 
outlier cases.

We are proposing that payment for 
capital-related day outliers (extended 
lengih-of-stay cases) be determined 
based on the same provisions in effect 
for noncapital-related day outliers 
(§ 412.82). We are proposing that 
payment for capital related cost outliers 
{extraordinarily high-cost cases) be 
determined based on both capital- 
related and noncapital related costs. We 
would amend § 412.84 to provide that 
payment for high capital cost cases 
would occur only when both the capital 
related and noncapital-related costs 
exceed the cost outlier threshold. We 
believe it would be inappropriate to 
make cost outlier payments for high 
capital cost cases in which the capital 
related and noncapital-related costs are 
below the cost outlier threshold.

Step 6—Budget neutrality. Section 
1986{g)(3){C)(iil of the Act requires that, 
effective with cost reporting periods 
occurring during FY 1988, Medicare 
capital-related payments into the 
prospective payment system shall 
approximate the amount that would 
have made (that is, make budget 
neutral) (taking into account the seven 
percent reduction in capital-related 
payments in FY 1988 under section 
1886(g)(3}(A){ii) of the Act) without such 
inclusion into the prospective payment 
system. Since we assumed that the 
seven percent reduction to capital- 
related payments applied with or 
without the incorporation of capital into 
the prospective payment system, we did 
not reduce the amounts resulting from 
step 5 by seven percent. As well, since 
sole community hospitals are excluded 
from a capital prospective payment 
system (section 1886(g)(3)(CKi) of the 
Act) through cost reporting periods 
beginning before October 1,1990, we did 
not adjust the amounts resulting from 
step 5 for their costs.

We are adjusting the amounts 
resulting from step 5 (by a budget 
neutrality adjustment factor of 1.0382) so

that capital-related payments during FY 
1988 under the proposed capital 
prospective payment system equal the 
capital-related costs that would have 
been paid for the same time period in 
the absence of the proposed system 
(that is, under the reasonable cost 
reimbursement system). Taking into 
consideration the different blends of the 
hospital-specific and Federal portions 
applied to plant/fixed equipment and 
moveable equipment in FY 1988, the 
budget neutrality equation is as follows: 
.95 HSP Fixed +  .05 Fed Fixed +  .67 HSP 
M ov+.33 Fed Mov=CRC Fixed +  CRC Mov 
where—

• HSP Fixed and HSP Mov represent 
the total hospital-specific payments 
made for plant/fixed equipment and 
moveable equipment during FY 1988 
under the proposed capital prospective 
payment system:

• Fed Fixed and Fed Mov are the total 
Federal payments for plant/fixed 
equipment and moveable equipment 
during FY 1988 under the proposed 
capital prospective payment system; 
and

• CRC Fixed and CRC Mov are the 
capital-related costs for plant/fixed 
equipment and moveable equipment 
that would have been paid under the 
reasonable cost reimbursement system.

Since the hospital-specific capital 
payments are based on actual costs in 
FY 1988, the budget neutrality equation 
can be modified as follows:
.05 Fed Fixed +33 Fed Mov=.05 HSP 
Fixed+ .33 HSP Mov

The terms on both sides of the 
equation were estimated for each 
hospital applying the proposed payment 
rules described elsewhere in this 
proposed rule. For each hospital, the 
hospital-specific payments were 
adjusted to the midpoint of the 
hospital’s FY 1988 fiscal year. The 
Federal payments were estimated using 
rates adjusted to the midpoint of FY 
1987. In both cases, these adjustments 
were based on estimates of the actual 
rate of increase in capital-related costs 
per admission derived from AHA data. 
As a result of the one year difference 
between the updating of the hospital- 
specific and Federal variables, the 
adjustment factor defined below 
accounts both for capital cost 
differences between 1987 and 1988 and 
for the budget neutrality requirement.

Federal payments were computed 
using case-mix indexes for FY 1986.
Since all estimates were made on a per 
discharge basis, the number of 
discharges has no effect on the value of 
the adjustment factor.

To calculate the required adjustment 
to the Federal rates, we substituted the

adjusted Federal payments for the 
Federal terms in the equation above. Let 
the adjustment factor applied to the 
Federal rates be k. Then the adjusted 
Federal payments are k*Fed fixed and 
k*Fed Mov. Solving the resulting 
equation for k yields the following: 
k=(.05 HSP Fixed+ .33 HSP Mov)/(.05 Fed 
Fixed+  .33 Fed Mov)

2. Determination of the Hospital-Specific 
Portion of the Capital Payment

The hospital-specific portion of the 
capital payment during the transition 
period would be made by determining 
Medicare’s share of the actual allowable 
capital-related costs of hospital plant/ 
fixed equipment and of moveable 
equipment apportioned to inpatient 
areas for each transition year reducing 
those costs by the percentage factors 
(seven and ten percent) mandated for 
FYs 1988 and 1989, respectively, and the 
appropriate blend percentages.

Step 1—Allocation o f equipment. The 
amount of Medicare allowable capital- 
related costs of plant/fixed equipment 
and of moveable equipment, separately 
apportioned to inpatient hospital 
services, would be determined pursuant 
to § § 412.118(a) and 413.130. Due to the 
importance of splitting fixed/plant from 
moveable equipment, we are proposing 
a detailed list for classifying the current 
and future stock of hospital capital. The 
list, presented in appendix C of this 
document, is compatible with the 
definitions of fixed/piant and moveable 
equipment contained in section 104 of 
Chapter 1 of the Provider 
Reimbursement Manual (HCFA Pub. 15- 
1). The HCFA list is an adaptation of the 
list of the American Hospital 
Association (AHA) 1987 Edition and is 
an extensive, but not exhaustive list of 
items of plant/fixed equipment, and of 
moveable equipment. (We note that we 
have added extracorporeal shockwave 
lithotripters and magnetic resonance 
imaging equipment to the AHA list of 
equipment under the moveable 
equipment category.) We are proposing 
that HCFA update the list periodically 
as necessary through notices published 
in the Federal Register. We are also 
proposing that the definition contained 
in the Provider Reimbursement Manual 
be used to classify equipment not 
specified on the list.

For hospitals that have been 
classifying a capital item differently 
than it would be classified under the list, 
we would consider allowing them to 
continue the present classification 
practice if they can justify it to their 
fiscal intermediary. We request 
comment on the plant/fixed and 
moveable classification scheme as
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described in the proposed § 412.67 and 
Appendix C and the potential policy 
that would allow hospitals to classify 
items differently from the list.

Step 2—Apportionment. The Medicare 
allowable capital-related costs of plant/ 
fixed equipment and of moveable 
equipment, apportioned to inpatient 
hospital services, are reduced by the 
appropriate percentage factor pursuant 
to section 1886(g)(3) of the Act, as added 
by section 9303 of Pub. L. 99-509. The 
capital-related costs thus reduced by 
seven percent and ten percent in FYs 
1988,1989, respectively, are then 
multiplied by the appropriate hospital- 
specific blend percentage applicable to 
the pertinent transition cost reporting 
period.
3. Additional Payments

We are directed by section 1886(d)(5) 
of the Act to provide additional 
payments for outliers (section 
1886(d)(5)(A)), indirect medical 
education (section 1886(d)(5)(B)), and 
disproportionate share adjustments 
(section 1886(d)(5)(C)) for hospitals that 
are under the prospective payment 
system. As a result, we are required to 
add to the current noncapital-related 
payment the portion of the Federal 
capital-related payment for those 
additional payments that we are 
proposing to include in the prospective 
payment rate.

a. Payments fo r  Outliers. The pool of 
funds for day and cost outlier payments 
would be increased by reducing the 
average standardized Federal capital 
payment rates by the same factors used 
to reduce noncapital-related prospective 
payment rates. In determining the 
amount of a day outlier payment, we are 
proposing to use the same methodology 
currently used for noncapital-related 
costs. That is, the Federal capital- 
related and noncapital-related 
standardized amounts, adjusted to 
reflect the construction cost index and 
the wage index (as appropriate), and 
also to reflect the appropriate blends,

would be multiplied by the applicable 
DRG weighting factor. The resulting 
adjusted standardized amounts for 
capital and noncapital would be added 
together, and the result divided by the 
geometric average length-of-stay figure 
for the DRG. This amount would then be 
multiplied by .60 (the marginal cost 
factor), and the resulting amount would 
be paid to the hospital for each day of 
care beyond the day outlier threshold.

In determining the amount for a cost 
outlier payment, we are proposing to use 
the same methodology currently used for 
noncapital-related costs. Since we are 
proposing to include capital-related 
costs as part of total inpatient operating 
costs, we would make any appropriate 
changes to the cost outlier thresholds to 
reflect additional capital-related costs. 
The plant/fixed capital-related portion 
of the thresholds would be adjusted by 
the construction cost index in the same 
manner as the noncapital-related 
portion is adjusted by the hospital wage 
index. In addition, the national cost-to- 
charge ratio used in determining cost 
outlier payments would be increased to 
reflect capital-related costs.

We note that capital outlier payments 
would not be paid until a hospital is 
subject to prospective payments for 
capital, that is, effective for discharges 
in cost reporting periods beginning on or 
after October 1,1987. For example, if a 
hospital’s cost reporting period in FY 
1988 begins January 1,1988, capital 
outlier payments would be made, if 
applicable, for discharges occurring on 
or after January 1,1988. Therefore, 
adjustments to outlier payments for 
capital would not be available to that 
hospital until January 1,1988. In 
addition, both changes to the outlier 
(both cost and day outliers) criteria and 
capital outlier payments would apply on 
a Federal fiscal year basis in order to 
maintain consistency with the outlier 
policy for other noncapital operating 
costs under the prospective payment 
system. This means that changes in 
outlier criteria and payments announced

next year to be effective for Federal FY 
1989 will apply to the January 1,1988 
hospital as of October 1,1988.

In summary, we would make 
appropriate changes to § § 412.82 and 
412.84 to incorporate capital into the 
outlier criteria and payments in the final 
rule.

b. Payments fo r  Indirect M edical 
Education. As we proposed in the June 
1986 NPRM (51 FR 20027), we are 
proposing to adjust the average 
standardized amounts to account for 
indirect medical education payments. 
Hospitals that are eligible for indirect 
medical education payments under
§ 412.118 would receive an additional 
payment to their capital-related 
payments for indirect medical education 
costs to be calculated in the same 
manner as noncapital-related indirect 
medical education payments are 
determined.

c. Payments fo r  H ospitals that Serve a 
D isproportionate Share o f Low-Income 
Patients. Also, as we proposed in the 
June 1986 NPRM (51 FR 20014), we are 
proposing to adjust the average 
standardized amounts to account for the 
costs of hospitals that serve 
disproportionate shares of low-income 
patients. Hospitals that meet the 
disproportionate share criteria under
§ 412.106 would receive an additional 
payment to their capital-related 
payments for disproportionate share 
costs to be calculated in the same 
manner as noncapital-related 
disproportionate share payments are 
determined.

4. Total Capital Payment

The total capital payment to a 
hospital for any particular cost reporting 
period would be a total of the following 
components:

• The total of the hospital-specific 
amounts for discharges occurring in a 
period according to the following 
formula:

Medicare’s Share of Allowable Cost for x  
Plant and Fixed Equipment

Medicare’s Share of Allowable Cost for x  
Moveable Equipment

Applicable Percentage Reduction Factor1.... x

— Plus —
Applicable Percentage Reduction Factor1 .. x

Hospital-Specific Portion Transition Blend 
Percentage

Hospital-Specific Portion Transition Blend 
Percentage

1 Represents the reduction applicable for FYs 1988 and 1989 as provided under section 1886(g)(3) of the A ct

• The aggregate Federal portion 
payment amounts for plant/fixed

equipment and for moveable equipment, 
for discharges occurring during the

pertinent cost reporting period based on 
the following formula:
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Total of Plant and x  Area Construction x  DRG Weight.... ...... . x  Any Applicable
Fixed Equipment Index. Adjustm ent*
Federal Rate Per 
Discharge *.

X Federal Transition 
Blend 
Percentage

— P lu s -
Moveable Equipment Fed- x  DRG W eight..... .....................  x  Any Applicable Adjust- x  Federal Transition Blend

eral Rate Per Discharge >. m ent2. Percentage
— Plus —

Any Applicable Outlier Payments

Act 1 lncludes the reductions and budget neutrality adjustments applicable for FYs 1988 and 1989 as provided under section 1886(g)(3) of the 

2 For example, indirect medical education, disproportionate share.

5. New Hospitals
As a result of using a rolling base to 

determine the hospital-specific portion 
of the capital payment during the 
transition period, no special provision 
would be made for new hospitals that 
become subject to the prospective 
payment system upon entering the 
Medicare program. A new hospital is 
subject to the capital payment transition 
blends in effect at the beginning of its 
cost reporting period when it enters the 
program. Thus a hospital entering the 
program (that is, newly participating in 
the Medicare program, under present or 
previous ownership) on January 1,1993 
would be paid at 70 percent of its 
hospital-specific costs and 30 percent of 
its Federal rate for plant/fixed 
equipment and 100 percent of its Federal 
rate for moveable equipment.
6. Sole Community Hospitals

As prescribed in section 
1886(g)(3)(C)(i) of the Act, sole 
community hospitals would continue to 
be paid under the reasonable cost 
methodology described in section 
1861{v)(l) of the Act with respect to 
capital-related costs for cost reporting 
periods beginning before October 1,
1990.

7. Capital Expenditure Agreements
Section 1886(g)(1) of the Act provides 

that, if legislation concerning payment 
for capital-related costs for inpatient 
hospital services is not enacted before 
October 1,1987, no payment may be 
made for capital-related costs of capital 
expenditures (as defined in section 
1122(g) and except as provided in 
section 1122(j) of the Act) for inpatient 
hospital services in a State (including 
the District of Columbia and Puerto. Rico 
as defined in sections 210(h) and 1861(x) 
of the Act) if such expenditures are 
obligated after September 30,1987, 
unless the State or jurisdiction has an

agreement with the Secretary under 
section 1122(b) of the Act and under 
such agreement the State recommended 
approval of the capital expenditure.

The deadline in section 1886(g)(1) of 
the Act for legislation to avoid 
invocation of the section 1122 
requirements was extended to October 
1,1987, by section 206 of Pub. L. 99-349, 
enacted July 2,1986. Subsequently, 
under section 9303 of Pub. L  99-509, 
Congress enacted section 1886(g)(3) of 
the Act, which requires certain 
reductions in the payments for capital- 
related costs for inpatient hospital 
services. We believe that section 
1886(g)(3) constitutes the necessary 
legislation required under section 
1886(g)(1) “respecting the payment. . . 
for capital related costs for inpatient 
hospital services,” thus nullifying the 
requirement of section 1886(g)(1).
8. Interest Expense

Interest expense, as described in 
§ 413.153 is an integral part of capital- 
related costs. Under the current 
Medicare capital payment system 
(reasonable costs), it is important for 
hospitals to distinguish operatin9 
interest from capital interest 
appropriately since interest on funds 
borrowed for operating expenditures is 
included under the inpatient hospital 
prospective payment system, and 
therefore are not a pass-through, while 
interest on funds borrowed for capital 
expenditures is paid for on a reasonable 
cost pass-through basis. We propose to 
continue the application of this principle 
without change throughout the transition 
period.

The allocation of interest between 
fixed and moveable capital assets has 
not been as important to Medicare 
payment determinations as the 
allocation between inpatient operating 
and capital-related interest expense, 
since both are paid on a cost pass

through basis and, in general, there is 
little effect on Medicare reasonable cost 
reimbursement resulting from 
misallocation of capital expenditures. 
Under the proposed rule, because of the 
different transition periods for plant/ 
fixed equipment and moveable 
equipment, properly classifying capital- 
related interest expenses between 
plant/fixed equipment and moveable 
equipment becomes very important in 
order to pay hospitals appropriately for 
the interest portion of the hospital- 
specific pass-through payment. As a 
result, we intend to place increased 
emphasis on the cost finding and 
allocation procedures employed by 
hospitals. We are, however, considering 
further refinements to the cost finding 
procedures that currently apply to the 
interest expense determination.

In general, capital-related costs can 
be readily identified and classified as 
related to either plant/fixed equipment 
or moveable equipment, based on the 
financial, statistical, and accounting 
records of the hospital. However, there 
are capital-related interest costs that, 
due to their nature, may relate to both 
categories of equipment. We believe 
interest expense on funds borrowed for 
capital purposes needs to be addressed 
specifically because it is an integral part 
of overall capital costs and is incurred 
through various types of loans. Since it 
may be difficult to readily identify 
interest expenses related to moveable 
versus fixed equipment, we are 
considering some additional approaches 
for allocating interest expenses under 
the proposed rule. Because these 
approaches are different from current 
cost finding methods, we are soliciting 
public comments on them or other 
approaches that may be appropriate.

a. Treatment o f  interest expense. 
Under current regulations (§ 413.153) 
and program guidelines (see section 
3202.1 of the Provider Reimbursement
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Manual (HCFA Pub. 15-1)}, to be 
allowable as a Medicare expense, 
interest must be—

• Supported by evidence of an 
agreement that funds were borrowed 
and that payment of interest and 
repayment of funds are required;

• Identifiable in the hospital’s 
records;

• Related to the reporting period in 
which the costs are incurred; and

• Necessary and proper for the 
operation, maintenance, or acquisition 
of the hospital’s facilities.

To support the existence of a loan, the 
hospital must have available a signed 
copy of the loan contract, which should 
contain the pertinent terms of the loan.
If the lender does not customarily 
furnish a copy of the loan contract, 
correspondence from the lender stating 
the pertinent terms of the loan would be 
acceptable. If interest expense has been 
determined to be allowable and the 
interest expense records are maintained 
physically away from the hospital's 
premises, such as a county treasurer's 
office, these records would be deemed 
to be those of the hospital. This would 
be applicable when bond issues have 
been specifically designated for the 
construction or acquisition of hospital 
facilities and the financial records 
relative to the bond issue are 
maintained by some governmental body.

We propose that, once the allowable 
interest expense on capital indebtedness 
is determined, the interest expense be 
classified to plant/fixed equipment or to 
moveable equipment using the current 
Medicare procedures for classifying 
interest. These procedures and two 
other approaches are shown below. We 
are continuing to examine these 
approaches or some combinations of 
certain features of the three approaches 
(the Federal capital rates stated in 
Appendix A of this proposed rule reflect 
the fixed/moveable interest allocation 
from the F Y 1984 cost report):

• Interest Expense Classified to the 
Account Related to the Indebtedness 
Using Current Medicare Principles of 
Reasonable Cost Reimbursement

If a loan is obtained to finance the 
purchase of a facility or moveable 
equipment the interest expense would 
be classified to plant/fixed equipment or 
to moveable equipment as appropriate.

If a loan is obtained to finance the 
purchase of facilities and various 
equipment items, the interest expense

must be distributed among the assets 
the loan covers based on the purchase
price of the acquisitions. 

Example:

Assets purchased Purchase
cost

$240,000
Moveable Equipment............................................... $60,000

300,000

Of the $300,000 purchase price, 
assume the hospital borrowed $270,000 
for buildings, fixtures, capital 
improvements and moveable equipment 
at 10 percent annual interest. Thus, 
annual interest on the loan is equal to 
$27,000. The allocation to plant/fixed 
equipment and to moveable equipment 
is shown below:

Building»___ $240,000 x $270,000 xW% = $2 1 .600

Fixtures____ $300,000
Moveable....... $ 60,000 x $270,000x10% =-6,400

Equipment.....$300,000
Total Interest Expense----------------------$27,000

If a loan is obtained to finance the 
purchase of a  facility and equipment 
and the loan exceeds the asset value of 
the acquisitions, the interest expense on 
that portion of the loan in excess of the 
asset value of the acquisitions is not 
considered capital-related. The portion 
of the interest expense on the asset 
value of the acquisitions must be 
distributed among the assets of the loan 
as described in the example above.

There are some cases in which a 
hospital may, for a variety of reasons, 
undertake advance refunding (that is, to 
replace existing debt prior to its 
scheduled maturity with new debt). The 
revenues and expenses associated with 
the advance refunding are treated in 
accordance with the principles set forth 
in section 233 of the Provider 
Reimbursement Manual. The allocation 
of interest expense on the new debt 
would be dependent upon the allocation 
used under the old debt.

If a hospital has consolidated various 
individual debts through advance 
refunding, the interest expense on the 
new debt would be allocated to the 
appropriate accounts based on the old 
debt balances that were refinanced.

• Fixed Formula.
It may be reasonable to allocate 

interest expenses on funds borrowed for 
capital assets based on a formula that 
reflects the asset values of plant/fixed 
equipment from moveable equipment. 
We would propose to classify capital

interest to plant/fixed equipment or to 
moveable equipment using the 
respective gross book values (value of 
assets prior to depreciation) as 
described in the cost report. The 
rationale for gross book value is similar 
to that contained in the current 
guidelines for commingled assets in 
which interest on a bond used to finance 
moveable and fixed equipment is 
allocated based on the proportion of the 
gross book values of the fixed and 
moveable equipment (see section 2338 of 
the Provider Reimbursement Manual). 
Under the gross book value formula, 
interest for plant/fixed equipment 
would be allocated based on the ratio of 
the gross book value of plant/fixed 
equipment to the total gross book value 
for all capital assets. Moveable 
equipment interest would be allocated 
based on the ratio of gross book value of 
moveable equipment to the total gross 
book value for all capital assets. To 
maintain consistency under this 
alternative, we would use the FY 1984 
gross book values for fixed and 
moveable capital equipment to 
determine the appropriate classification 
of plant/fixed equipment and moveable 
equipment costs. For example, if the 
approach results in a shift of interest 
from fixed to moveable assets, then the 
FY 1984 capital cost allocation between 
fixed and moveable assets would be 
altered to reflect the shift. While this 
approach is a departure from the current 
rules used to classify interest, it has the 
advantage that it may be simpler to 
administer We invite comments on this 
formula or other formula approaches 
that may be appropriate.

We note that we are in the process of 
collecting information on interest 
expense on funds borrowed for capital 
assets and information on gross book 
values for plant/fixed equipment and 
moveable equipment in order to 
recalculate the Federal capital rates if 
the fixed formula approach is to be 
utilized.

• Modifications of current guidelines
Since close attention may not have 

been given to the allocation between 
interest for plant/fixed equipment and 
interest for moveable equipment, we are 
soliciting suggestions from the public for 
simplifying administration of the current 
system. For example, the current policy 
procedures for allocating interest could 
be simplified by applying proceeds from 
a bond to the first capital items 
purchased after the bond is obtained. 
More specifically» if bond revenues were
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available for more than one project, 
proceeds from the bond would be 
allocated to the capital assets purchased 
by the hospital in the order the assets 
were acquired. We would use hospital 
purchase records to identify the plant/ 
fixed equipment and moveable 
equipment assets necessary to make the 
proper allocation. With this approach 
("first-in, first-assigned”), we would 
eliminate the need for allocating 
commingled assets based on their gross 
book or fair market values.

b. Treatment o f Interest Income from  
Funded Depreciation. In the June 1986 
NPRM, we proposed to adjust the 
Federal capital rates to reflect an offset 
to interest expense for income earned on 
funded depreciation accounts. To 
minimize the disruption in a hospital’s 
cash flow during the initial part of the 
transition period, we are proposing not 
to offset the interest expense for income 
earned on funded depreciation. We will, 
however, continue to examine the 
appropriateness of the funded 
depreciation offset.

9. Revaluation of Assets

Under section 1861 (v)(l) of the Act, 
for hospital acquisitions which involve 
revaluation of assets, the new 
depreciation value of the purchased 
asset is limited to the lesser of the 
purchase price or original book value of 
the asset. When the sale price of the 
asset exceeds the net book value, 
Medicare recaptures its proportion of 
previous depreciation payments from 
the seller.

Under the proposed rule, fixed and 
moveable capital expenses would be 
phased-in using different transition 
schedules. For fixed assets, thè amount 
of the capital-related expenses after 
adjustments for gains and losses due to 
changes of ownership would be equal to 
the percentage of fixed assets (as 
provided in the proposed transition 
period) that are subject to the hospital- 
specific portion of capital related costs. 
Similarly, for moveable assets, the 
capital related expenses after 
adjustment for gains and losses due to 
changes of ownership would be the 
percentage of moveable equipment (as 
provided in the proposed transition 
period) subject to the hospital-specific 
capital-related payment.

10. Hospitals and Units Not Subject to 
the Prospective Payment System

Capital-related costs for hospitals and 
units excluded from the prospective 
payment system would continue to be 
paid on a reasonable cost basis for 
future periods as described above and in 
the June 1986 NPRM (51 FR 19979).

VI. April 1,1987 ProPAC 
Recommendations

In its April 1,1987 Report to the 
Secretary (to be included as Appendix C 
in a separate proposed rule regarding 
changes to the inpatient hospital 
prospective payment system to be 
published shortly in the Federal 
Register), ProPAC made further 
recommendations related to the 
incorporation of capital-related costs 
into the prospective payment system. 
The recommendations on capital, and 
the actions we are proposing to take 
with regard to them (when an action is 
required), are discussed below.

A. All-Inclusive Rate (Recommendation
7)

Recom m endation: ProPAC 
recommends that the Secretary should 
initiate a transition to a new capital 
payment method beginning in FT 1988. 
This method should combine inpatient 
operating and capital cost components 
in a single prospective payment per 
case.

R esponse: We agree that a transition 
to a new capital payment method for 
inpatient hospital services should be 
initiated in the Medicare program 
beginning in Federal FY 1988. Although 
we would prefer that the new method 
combine inpatient operating and capital 
payments into a single prospective 
payment per case, this result cannot be 
attained due to the special treatment 
that must be accorded in computing 
capital payments that is not applicable 
to other inpatient operating costs. These 
factors include the distinction between 
plant/fixed equipment expenses and 
moveable equipment expenses, 
application of an area construction cost 
index, updating factor differences 
between operating and capital cost 
components, budget neutrality 
adjustments required by law, and the 
necessity to blend the capital rates with 
the hospital-specific payment during the 
transition period.

B. Level o f  F ederal Capital Payment 
(Recommendation 8)

Recom m endation: ProPAC 
recommends that capital payments 
should be added to the Federal portion 
of prospective payments for hospital 
cost reporting years beginning in FY 
1988 at a spending level to be consistent 
with that established by section 9303(a) 
of Pub L. 99-509 (budget neutrality 
provisions) and that the level for FYs 
1988 and 1989 should be based on 
official Medicare inpatient capital 
spending projections in FY 1987. The 
projections should include all capital

components as presently determined on 
a reasonable cost basis.

R esponse: We concur with this 
recommendation that capital payments 
under the prospective payment system 
be set at a spending level that is 
consistent with the budget neutrality 
requirements of section 1886(g)(3) of the 
Act, as amended by section 9303(a) of 
Pub. L  99-509 That section provides that 
if capital payments are incorporated 
into the prospective payment system, 
the aggregate payments made under 
such a system must approximate the 
payments in Federal FYs 1988 and 1989 
that would have been made under the 
reasonable cost reimbursement rules, 
subject to the seven percent and ten 
percent reductions applicable to capital- 
related costs in FYs 1988 and 1989, 
respectively. The Federal prospective 
capital payment rates will be budget 
neutral to the spending levels 
established under section 9303(a) of Pub. 
L. 99-509 as discussed elsewhere in this 
document. During the transition period, 
the hospital-specific portion would be 
determined based on the actual 
reasonable cost of all components of 
capital-related costs on a reasonable 
cost basis and would be fully adjusted 
pursuant to section 1886(g)(3) of the Act.

C. Capital Payment Transition 
(Recommendation 9)

Recom m endation: ProPAC 
recommends that the transition to 
Federal capital payments under the 
prospective payment system should 
begin in FY 1988 in the following 
manner:

• Payments for fixed capital should 
be phased in over a ten year period on a 
straight-line basis.

• Payments for moveable capital 
should be phased in over a three-year 
period on a straight-line basis.

• Hospital-specific fixed and 
moveable capital payment portions 
should be based on the actual capital 
costs incurred during each year of the 
transition.

Response: Our proposal to incorporate 
capital payments for inpatient hospital 
services conforms generally to the 
ProPAC recommendations for the 
structure of the transition period except 
for their recommendation on the 
phasing-in of plant/fixed equipment on 
a straight-line basis. We would phase-in 
the standardized rates covering plant 
and fixed equipment with a blending 
schedule that weighs the proportion 
paid on the basis of hospitals' actual 
allowable capital-related costs more 
heavily in the early years of transition 
than a straight-line declining proportion 
would allow. We are proposing these
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higher hospital-specific blend 
percentages in the early phase-in years 
to allow hospitals more flexibility to 
modify their capital expense obligations. 
As noted below, we are responding to 
similar concerns expressed by comment 
on the June 1986 NPRM.
D. Institutional Neutrality 
(Recom m endation 10)

Recom m endation: Until the start of 
the transition to an all-inclusive 
prospective payment rate, the Secretary 
should provide supplemental payments 
to hospitals that have contracts with 
other facilities for capital costs incurred 
at such other facilities (for example, 
other hospitals, clinics, and so forth). 
These costs are not currently paid under 
Medicare.

Response: In light of the “rebundling” 
provisions under sections 1862(a}(14) 
and 1861(w)(l) of the Act, as amended 
by sections 602 (e) and (h) of Pub. L  98- 
21, we are not accepting ProPAC s 
recommendation. These sections require 
that all nonphysician services and items 
for hospital inpatients must be furnished 
by hospitals either directly or under 
arrangement. (Arrangement is limited to 
arrangements under which receipt of 
payment by the hospital, with respect to 
services for which an individual is 
entitled to have payment made by 
Medicare, discharges the liability of 
such individual or any other person to 
pay for the services.) Thus, hospitals 
bear the financial liability for all items 
and services furnished under 
arrangements provided to their 
inpatients. (We note that section 
9343(c)(1) of Pub. L  99-509 further 
amended section 1862(a)(14) of the Act 
to extend the rebundling provisions to 
outpatient services.)

In the development of the prospective 
payment rates for inpatient operating 
services, the rates were adjusted to 
account for items and services that were 
not previously the financial liability of 
the hospital. The adjustment was based 
on 1980 and 1981 charge data related to 
inpatient services previously billed 
under Part B of Medicare. No distinction 
was made in this adjustment between 
operating and capital costs of such items 
and services as the costs of purchased 
services has historically been defined 
and treated as operating costs. 
Therefore, the Federal standardized 
amounts for inpatient operating services 
already reflect an estimate of the full 
costs, including capital-related costs, of 
items and services furnished by outside 
suppliers or institutions. As a result, we 
believe that there is no need to make 
supplemental payments for capital- 
related costs to any outside suppliers or

institutions since such costs have been 
reflected in the rates.
E. Capital Exceptions Process 
(Recommendation 11)

Recom m endation: ProPAC 
recommends that the Secretary should 
develop an exceptions policy to assist 
hospitals that are vulnerable to financial 
hardship when capital payment is 
included under the prospective payment 
system. Hospital eligibility criteria 
should emphasize the goal of ensuring 
the continued access of Medicare 
beneficiaries to high-quality hospital 
services. The exceptions policy should 
not be used to protect hospitals simply 
because they are in financial difficulty. 
Therefore, a limited dollar pool should 
be made available with strict criteria to 
be used in determining which hospitals 
would be eligible for a capital payment 
adjustment.

R esponse: Although ProPAC 
recommends that an exceptions policy 
be established as capital payments are 
incorporated into die prospective 
payment system, we believe the cost 
outlier portion of the proposed capital 
policy obviates the need for a distinct 
exceptions approach in this proposed 
rule for the reasons discussed below.
We would, of course, evaluate the 
impact of any new capital payment 
system that we implement to determine 
whether such a modification should be 
added to the program. Moreover, since 
our proposal is weighted heavily toward 
the hospital-specific portion of the 
blended rate during the early transition 
years (as the bulk of the capital 
payment), the possibility for financial 
hardship as a result of the new capital 
payment policy would be substantially 
reduced. We would consider adopting a 
distinct exceptions policy, as necessary, 
if, during the transition years, the 
standardized capital payments cause 
financial difficulties for hospitals that 
result in reduced access to high-quality 
hospital services for Medicare 
beneficiaries.

One of the most prevalent concerns 
expressed in communications received 
from public and private sources is the 
need to address the nature of long-term 
debt for plant and high-cost fixed 
equipment. The chief criticism of the 
transition period and hospital-specific 
portions of the June 1986 NPRM was that 
they gave inadequate attention to the 
long-term nature of such capital costs, 
and that they did not exhibit sensitivity 
to dealing with “old capital” as opposed 
to future capital expenditures; that is, 
the high outstanding debt of some 
hospitals that had invested in significant 
plant renovation or replacement In 
order to lessen the need for special

provisions (for example, an exceptions 
process) for seriously impacted 
hospitals, we are proposing to split the 
incorporation of moveable equipment 
from that of plant/fixed equipment 
during the phase-in of prospective 
capital payments in the manner 
discussed above. We believe that this 
recognizes the need to treat long term 
“old capital” in a special manner that 
takes into consideration a hospital's 
cash flow situation from previously 
committed obligations. We agree that 
prospective capital payments can be 
applied more readily by hospitals when 
“new capital” expenditures are being 
considered in Mght of the standardized 
payment levels available, but that this 
may not have occurred when, prior to 
this proposed rule, hospital managers 
had decided whether to increase routine 
expense or capitalize for future services. 
In addition, since moveable equipment 
has a shorter lifespan than plant/fixed 
equipment, we believe that a shorter 
transition period is appropriate for 
moveable equipment, and therefore, we 
are proposing a two year transition 
period for that component of capital 
costs.
VII. Other Required Information

A. Im pact Statement
See Appendix D for the Regulatory 

Impact Analysis.

B. Paperwork Reduction Act
Section 412.65(b) of this rule contains 

information collection requirements 
subject to approval by the Executive 
Office of Management and Budget under 
section 3507 of the Paperwork Reduction 
Act (44 U.S.C. 3507). Organizations and 
individuals desiring to submit comments 
on the information collection 
requirements should direct them to the 
Office of Information and Regulatory 
Affairs, OMB New Executive Office 
Building (Room 3208), Washington, DC, 
20503, Attn: Desk Officer for HCFA.

List of Subjects in 42 CFR Part 412

Health facilities, Medicare.
42 CFR Chapter IV is amended as 

follows:
CHAPTER IV—HEALTH CARE FINANCING 
ADMINISTRATION, DEPARTMENT OF 
HEALTH AND HUMAN SERVICES
SUBCHAPTER B—MEDICARE PROGRAMS

PART 412—PROSPECTIVE PAYMENT 
SYSTEM FOR INPATIENT HOSPITAL 
SERVICES

I. Part 412 is amended as follows:
A. The authority citation for Part 412 

continues to read as follows:
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Authority: Secs. 1102,1122,1871, and 1886 
of the Social Security Act, as amended {42 
U.S.C. 1302,1320a-l, 1395hh, and 1395ww).

B. The Table of Contents of Part 412 is 
amended by adding the titles of new
§§ 412.65 through 412.67 to Subpart D, 
and by adding Subpart K consisting of 
§ 412.214 to read as follows:
Subpart D—Basic Methodology for 
Determining Federal Prospective Payment 
Rates
Sec.
* * * * *

412.65 Incorporation of capital payments 
into the prospective payment system.

412.66 Federal capital-related rates 
beginning during and after Federal fiscal 
year 1988.

412.67 Phase-in period and methodology for 
capital payments.

* * * * *

Subpart K—Prospective Payment System 
for Hospitals Located in Puerto Rico
Sec.
412.214 Capital payments.

C. Subpart A is amended as follows:

Subpart A—General Provisions

1. Section 412.1 is amended by 
revising paragraph (a) to read as 
follows: •

§ 412.1 Scope of p art
(a) Purpose. This part implements 

section 1886(d) of the Act by 
establishing a prospective payment 
system for inpatient hospital services 
furnished to Medicare beneficiaries in 
cost reporting periods beginning on or 
after October 1,1983. Under the 
prospective payment system, payment 
for the operating costs of inpatient 
hospital services furnished by hospitals 
subject to the system {generally, short
term, acute-care hospitals) is made on 
the basis of prospectively determined 
rates and applied on a per discharge 
basis. Payment for other costs related to 
inpatient hospital services (capital- 
related costs for cost reporting periods 
beginning on or after October 1,1983 
and before October 1,1987, kidney 
acquisition costs incurred by hospitals 
with approved renal transplantation 
centers, direct costs of medical 
education, and, for cost reporting 
periods beginning on or after October 1, 
1984 and before October 1,1987, the 
costs of qualified nonphysician 
anesthetists’ services) is made on a 
reasonable cost basis. Additional 
Payments are made for outlier cases, 
bad debts, and indirect medical 
education costs. Under the prospective 
P av an t system, a hospital may keep 
he difference between its prospective 

Payment rate and its operating costs

incurred in furnishing inpatient services, 
and is at risk for operating costs that 
exceed its payment rate. 
* * * * *

2. In section 412.2, the introductory 
language of paragraphs (c) and (d) is 
republished; a new paragraph (c)(5) is 
added; and paragraph (d)(1) is revised to 
read as follows:

§ 412.2 Basis of payment 
* * * * *

(c) Inpatient operating costs. The 
prospective payment system provides a 
payment amount for inpatient operating 
costs, including—
* * * * *

(5) For cost reporting periods 
beginning on or after October 1,1987, 
capital-related costs as described in 
Subpart D of this part.

(d) Excluded costs. The following 
inpatient hospital costs are excluded 
from the prospective payment amounts 
and paid for on a reasonable cost basis:

(1) For cost reporting periods 
beginning on or after October 1,1983 
and before October 1,1987, capital- 
related costs as described in § 413.130 of 
this chapter; and an allowance for 
return on equity, as described in 
§ 413.157 of this chapter. 
* * * * *

D. Subpart D is amended as follows:

Subpart D—Basic Methodology for 
Determining Federal Prospective 
Payment Rates

1. Section 412.63 is amended by 
revising paragraph (a)(1) to read as 
follows:

§ 412.63 Federal rates for fiscal years 
after Federal fiscal year 1984.

(a) G eneral rule. (1) HCFA determines 
a national adjusted prospective payment 
rate for each inpatient hospital 
discharge in a Federal fiscal year after 
fiscal year 1984 (including an additional 
payment, effective with cost reporting 
periods beginning on or after October 1, 
1987, for the incorporation of capital 
payments as described in § 412.64) 
involving inpatient hospital services of a 
hospital in the United States subject to 
the prospective payment system, and 
determines a regional adjusted 
prospective payment rate for such 
discharges in each region, for which 
payment may be made under Medicare 
Part A.
* • • * *

2. New § § 412.65 through 412.67 are 
added to read as follows:

§ 412.65 Incorporation of capital 
payments into the prospective payment 
system.

(a) G eneral rule. As described in
§ § 412.66 and 412.67, effective with cost 
reporting periods beginning on or after 
October 1,1987, HCFA pays an amount 
for capital-related costs for each 
inpatient hospital discharge, in addition 
to the Federal rates as determined under 
§ 412.63.

(b) Cost reporting periods beginning 
on or after O ctober 1,1987 through 
Septem ber 30,1997. For cost reporting 
periods beginning during the period 
October 1,1987 through September 30, 
1997, the capital payment amount is 
based on a combination of a hospital- 
specific capital-related portion and a 
Federal capital-related rate as 
determined under § § 412.66 and 412.67.

(c) Cost reporting periods beginning 
after the transition periods end. For 
cost reporting periods beginning on or 
after October 1,1989, the capital 
payment amount for moveable 
equipment is based solely on a Federal 
capital-related rate as determined under 
§ 412.66(h). For cost reporting periods 
beginning on or after October 1,1997, 
the capital payment amount for plant 
and fixed equipment is based solely on 
a Federal capital-related payment as 
determined under § 412.66(h).

§ 412.66 Federal capital-related rates 
beginning during and after Federal fiscal 
year 1988.

(a) Determining allow able base-year 
capital-related costs. HCFA determines 
the Federal capital-related rate on the 
basis of hospitals Medicare capital- 
related costs per discharge, as described 
in § 413.130 of this chapter, using 
hospital cost reports from fiscal year 
1984 for hospitals in the fifty States and 
the District of Columbia subject to the 
prospective payment system, and from 
short-term acute care hospitals in Puerto 
Rico.

(b) Separating m oveable equipment 
from  plant and fix ed  equipment. For 
purposes of the phase-in period, as 
described in § 412.67, HCFA separates 
portions of each hospital’s inpatient 
capital-related costs determined under 
paragraph (a) of this section that are 
attributable to moveable equipment 
from those portions attributable to 
plant/fixed equipment.

(c) Standardizing the amounts. (1) 
HCFA standardizes each portion of 
plant/fixed equipment and of moveable 
equipment, determined under paragraph
(b) of this section for each hospital as 
follows:

(i) For both moveable equipment and 
plant/fixed equipment, by—
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(A) Adjusting for resource intensity in 
case mix among hospitals;

(B) Excluding an estimated amount of 
indirect medical education payments;

(C) Excluding an estimated amount of 
the payments for hospitals that serve a 
disproportionate share of low-income 
patients; and

(D) Adjusting for the reductions to 
capital-related payments under
§ 413.64(k)(6) of this chapter.

(ii) For moveable equipment, by 
adjusting for the effects of higher cost of 
living payments to hospitals located in 
Alaska and Hawaii.

(iii) For plant/fixed equipment, by 
adjusting for the effects of a capital 
construction cost index.

(2) Based on the standardizations 
calculated in paragraphs (c)(l)(i) 
through (c)(l)(iii) of this section, HCFA 
determines standardized rates for plant/ 
fixed equipment and for moveable 
equipment, for hospitals in the fifty 
States and the District of Columbia 
subject to the prospective payment 
system, and for hospitals in Puerto Rico 
subject to the prospective payment 
system.

(d) Updating the capital-related costs. 
HCFA updates each hospital’s adjusted 
plant/fixed and moveable costs per case 
determined under paragraph (c) of this 
section by—

(1) Updating from fiscal year 1984 
through fiscal year 1987 using estimated 
increases in actual capital costs per 
case;

(2) Updating for fiscal years 1988 and 
1989 using the respective annual 
estimated increase in actual capital 
costs per case, as adjusted in 
accordance with § 413.64(k)(6); and

(3) Projecting for fiscal year 1990 
onward the applicable percentage 
change under § 412.63(e).

(e) Computing urban and rural 
averages. HCFA computes a discharge- 
weighted average of the standardized 
amounts determined under paragraph
(d) of this section for all urban hospitals 
and for all rural hospitals, as defined in 
§ 412.62(f), in the fifty States and the 
District of Columbia, and for urban 
hospitals and rural hospitals in Puerto 
Rico. HCFA also computes a discharge- 
weighted average of the urban capital 
payment rate and the rural capital 
payment rate for hospitals in Puerto 
Rico.

(f) Reducing fo r  value o f outlier 
paym ents. HCFA reduces each of the 
average standardized amounts 
determined under paragraph (e) of this 
section by the proportion (estimated by 
HCFA) of the amount of payments that, 
based on the total amount of the Federal 
capital-related payments for urban 
hospitals and the total amount of the

Federal capital-related payments for 
rural hospitals, are additional payments 
for outlier cases, as provided under 
Subpart F of this part.

(g) Application o f blending 
percentages during the phase-in period. 
For cost reporting periods beginning 
during the period October 1,1987 
through September 30,1997, the amounts 
for plant/fixed equipment and for 
moveable equipment determined 
separately under paragraphs (b) through 
(f) of this section are multiplied by the 
appropriate phase-in period 
percentages, respectively, as described 
in § 412.67(b).

(h) F ederal capital-related payment.
(1) Except for sole community hospitals 
as described in paragraph (h)(2) of this 
section, the Federal capital-related 
payment equals the product of—

(i) The national capital-related rates 
as determined under paragraphs (a) 
through (g) of this section and
§ 412.67(b) including an adjustment to 
the plant/fixed equipment standardized 
amounts for the construction cost index 
and an adjustment to the moveable 
equipment standardized amounts for the 
higher cost of living for hospitals located 
in Alaska and Hawaii; and

(ii) The DRG weighting factor 
determined under § 412.60(b) for each 
discharge.

(2) For cost reporting periods 
beginning before October 1,1990, sole 
community hospitals are paid on a 
reasonable cost basis, as provided 
under Part 413 of this chapter, for their 
capital related costs.

(i) A dditional capital-related  
paym ents. HCFA makes additional 
capital-related payments to hospitals—

(1) That serve a disproportionate 
share of low-income patients, as 
described in § 412.106; and

(2) For indirect medical education 
costs, as described in § 412.118.

§ 412.67 Phase-in period and 
methodology for capital payments.

(a) Phase-in period. Except for new 
hospitals and sole community hospitals 
as described in paragraphs (e) and (f) of 
this section respectively, inclusion of 
payments for capital for plant/fixed 
equipment and for moveable equipment 
in the prospective payment rates is to be 
phased-in over a ten-year period and a 
two-year period, respectively, as 
described in paragraph (b) of this 
section. During this period, the capital 
payment amount is based on a 
combination of a hospital-specific 
capital-related portion and a Federal 
capital-related rate as determined in 
§ 412.66. At the end of the transition 
periods (that is, for discharges occurring 
in a cost reporting period beginning on

or after October 1,1989, for moveable 
equipment, and on or after October 1, 
1997, for plant and fixed equipment), 
payment amounts are based entirely on 
a Federal capital-related rate.

(b) Blended percentages fo r  capital- 
related  rates. The blends of the hospital- 
specific capital-related portions and the 
Federal capital-related rates, for plant/ 
fixed equipment and for moveable 
equipment, are described in the 
following tables:

T a b l e .— Ho sp it a l - S p e c if ic  and F ederal 
R a t e  P e r c e n t a g e s  f o r  Determ ining 
P h a se -In P e r io d  Ca pita l-R e l a t e d  R a tes 
f o r  Plant ano F ixed  Eq u ipm en t

Cost reporting related period 
beginning on or after

Hospital-
specific
capital-
related

percentage

Federal 
capital- 
' related 

percentage

Oct. 1, 1967................................ 95 5
Oct. 1, 1988................................ 90 10
Oct 1, 1989................................ 85 15
Oct 1, 1990................................ 80 20
Oct 1, 1991................................ 75 25
rw  1 ions 70 30
Oct. 1, 1993................................ 60 40
Oct. 1, 1994................................ 50 50
Oct 1. 1995................................ 35 65
Oct 1 1996................................ 20 80
Oct. l ’ 1997................................. 100

T a b l e .— Ho sp it a l -S p e c if ic  and F ederal 
R a t e  P e r c e n t a g e s  f o r  Determining 
P h a s e -In P e r io d  Ca pita l-R e la ted  Rates 
f o r  Mo v e a b l e  E q u ipm en t

Cost reporting period beginning 
on or after

Hospital-
specific
capital-
related

percentage

Federal
capital-
related

percentage

Oct 1,1987................................ 67 33
Oct. L 1988................................ 33 67
Oct. 1, 1909........ ....................... 100

—

(c) H ospital-specific capital-related  
portion. The hospital-specific capital- 
related portion is the hospital’s actual 
allowable Medicare inpatient hospital 
costs attributed to plant/fixed 
equipment and to moveable equipment, 
determined separately, for the 
applicable phase-in year multiplied by 
the appropriate phase-in period 
percentages described in paragraph (b) 
of this section.

(d) C lassification o f cap ital assets as 
plan t/fixed  or m oveable equipment—(1) 
G eneral rule. For purposes of receiving 
payment for capital expenditures under 
the prospective payment system, 
hospitals must classify their capital 
assets as plant/fixed equipment or as 
moveable equipment as specified in this 
paragraph.

(2) Procedure fo r  classifying assets, (i) 
HCFA establishes a list under which 
HCFA assigns capital-related assets to a 
plant/fixed equipment category or a 
moveable equipment category and
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updates the list periodically as 
necessary in notices published in the 
Federal Register.

(ii) Capital-related assets not 
specified on the list are assigned to the 
plant/fixed or moveable equipment 
categories under the definitions 
provided in paragraph (d)(3) of this 
section.

(3) D efinitions. The following 
definitions apply for purposes of 
classifying assets not specified on the 
HCFA list.

(1) “Plant/fixed equipment” means—
(A) A building, which includes, in a 

restrictive sense, the basic structure or 
shell and additions thereto (with the 
remainder being identified as building 
equipment); and

(B) Building equipment, the general 
characteristics of which are that it is 
affixed to the building, and not subject 
to transfer; and that it has a fairly long 
useful life, but one that is shorter than 
the useful life of the building to which it 
is affixed.

(ii) “Moveable equipment” means 
equipment that has the following general 
characteristics:

(A) A relatively fixed location in the 
building;

(B) Capability of being moved as 
distinguished from building equipment;

(C) A unit cost sufficient to justify 
ledger control;

(D) Sufficient size and identity to 
make control feasible by means of 
identification tags; and

(E) A minimum useful life of 
approximately three years.

(e) Payment rate fo r newly- 
participating hospitals. (1) If a hospital 
meets the criteria in paragraph (e)(2) or 
(e)(3) of this section, it is paid on the 
basis of the Federal capital-related 
portion, as determined in § 412.66, and 
the hospital-specific capital-related 
portion, as determined in paragraph (c) 
of this section, using the blending 
percentages applicable for the Federal 
fiscal year in which it initially 
participates in the Medicare program.

(2) The hospital—
(i) Is newly participating in the 

Medicare program (under previous and 
present ownership); and

(ii) Does not have a 12-month cost 
reporting period ending on or before 
September 30,1987.

(3) The hospital is under new 
ownership and documents to the 
satisfaction of its intermediary that the 
ownership and occupancy rate 
requirements described in § 412.74(a)(2) 
ere met.

(f) Payment rate fo r sole comm unity 
hospitals. For cost reporting periods 
beginning before October 1,1990, a 
hospital that meets the criteria in

§ 412.92(a) for classification as a sole 
community hospital is paid on a 
reasonable cost basis, as provided 
under Part 413 of this chapter, for its 
capital-related costs.

E. Subpart F is amended as follows:

Subpart F— Payment for Outlier Cases

1. In § 412.82, paragraph (c) is revised 
to read as follows:

§ 412.82 Payment for extended length-of- 
stay cases (day outliers). 
* * * * *

(c) The per diem payment made under 
paragraph (a) of this section is derived 
by first taking 60 percent of the average 
per diem payment for the applicable 
DRG, as calculated by dividing the 
Federal prospective payment rates 
(noncapital-related, and effective with 
cost reporting periods beginning on or 
after October 1,1987, capital-related) 
determined under Subpart D of this part 
by the geometric mean length-of-stay for 
that DRG. The resulting amounts are 
then multiplied by the applicable 
Federal portions (capital-related and 
noncapital-related) of the blend as 
follows:

F e d e r a l  No n ca pita l-R e la t ed  P o r t io n s

Cost reporting periods beginning on or after

October 1,1983 
October 1, 1984 
October 1, 1985

Feder
al

portion
(per
cent)

25
50

The first seven months of the cost reporting 
period.............................. ................. 50

The remaining five months of the cost reporting
period................................ .................................

October 1, 1986.......... ................... „,...___ ______ _
October 1, 1987.... ................................................ .....

55
75

100

F e d e r a l  Ca pita l-R e la t ed  Po r t io n s

Cost reporting periods beginning on or after

Plant
and
fixed

equip
ment
(per
cent)

Mova
ble

equip
ment
(per
cent)

Oct. 1. 1987 
Oct. 1, 1988 
Oct. 1, 1989 
Oct. 1, 1990 
Oct. 1. 1991, 
Oct. 1, 1992 
Oct. 1, 1993 
Oct. 1. 1994. 
Oct 1. 1995 
Oct. 1, 1996. 
Oct. 1, 1997.

5 33
10 67
15 100
20 100
25 100
30 100
40 100
50 100
65 100
80 100

100 100

* * * * *
2. In § 412.84, paragraph (i) is revised 

to read as follows:

§ 412.84 Payment for extraordinarily high- 
cost cases (cost outliers). 
* * * * *

(i) The additional payment amount is 
derived by first taking 60 percent of the 
difference between the hospital's 
adjusted cost for the discharge (as 
determined under paragraph (g) of this 
section) and the threshold criteria 
established under § 412.80(a)(2). The 
resulting amounts are then multiplied by 
the applicable Federal portions 
(noncapital-related, and effective with 
cost reporting periods beginning on or 
after October 1,1987, capital-related) of 
the blend as indicated in § 412.82(c).

F. Subpart G is amended as follows:

Subpart G—Special Treatment of 
Certain Facilities

1. In § 412.92, paragraph (d) is revised 
to read as follows:

§ 412.92 Special treatm ent Sole 
community hospitals. 
* * * * *

(d) Determining prospective paym ent 
rates fo r  so le community hospitals. For 
all cost reporting periods beginning on 
or after October 1,1983, the prospective 
payment rates for sole community 
hospitals equal the sum total of the 
following payment rates:

(1) 75 percent of the hospital-specific 
base payment rate as determined under 
§ 412.73;

(2) 25 percent of the appropriate 
regional prospective payment rate as 
determined under Subpart D of this part; 
and

(3) The capital-related payment as 
determined under § 412.67(f). 
* * * * *

2. In § 412.96, paragraphs (d) and (e) 
are revised to read as follows:

§ 412.96 Special treatm ent Referral 
centers.
* * * * *

(d) Payment to rural referral centers 
with 500 or m ore beds. A hospital that 
meets the criteria of § 412.96(b)(1) is 
paid prospective payments per 
discharge based on the applicable urban 
payment rates as determined in 
accordance with § 412.62(j) or
§ 412.63(f), as adjusted by the hospital’s 
area wage index, and § 412.66(h), as 
adjusted by the capital construction cost 
index adopted by HCFA and applicable 
to the hospital.

(e) Payment to a ll other rural referral 
centers. For cost reporting periods 
beginning on or after October 1,1984, a 
hospital that is located in a rural area 
and meets the criteria of § 412.96(b)(2) 
or (c) is paid prospective payments per 
discharge based on the applicable urban 
payment rates as determined in 
accordance with § 412.62(j) or
§ 412.63(f), as adjusted by the hospital’s
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area wage index, and § 412.66(h), as 
adjusted by the capital construction cost 
index adopted by HCFA and applicable 
to the hospital.

G. Subpart H is amended as follows:

Subpart H—Payments to Hospitals 
Under the Prospective Payment 
System

1. Section § 412.113 is amended by 
revising paragraph (a) to read as 
follows:

§ 412.113 Paym ents determ ined on a 
reasonable cost basis.

(a) C apital-related costs. Payment for 
capital-related costs (as described in
§ 413.130 of this chapter) is determined 
on a reasonable cost basis for cost 
reporting periods beginning on or after 
October 1,1983 and before October 1, 
1987. During that period, the capital- 
related costs for each hospital must be 
determined consistently with the 
treatment of such costs for purposes of 
determining the hospital-specific portion 
of the hospital’s prospective payment 
rate under §§ 412.70 through 412.73. For 
cost reporting periods beginning on or 
after October 1,1987, capital-related 
costs are paid on a prospective basis as 
described in § § 412.65 through 412.67,
* * * * *

2. In section 412.125, the introductory 
language of the section is republished 
and paragraph (b) is revised to read as 
follows:

§ 412.125 E ffe c t o f change o f ow nership  
on paym ents under th e  prospective  
paym ent system .

When a hospital’s ownership changes, 
as described in § 489.18 of this chapter, 
the following rules apply:
4  ★  *  ★  *

(b) Payment for capital-related costs 
(for reporting periods beginning before 
October 1,1987) and bad debts, as 
described in § § 412.113(a) and 
412.115(a), respectively, is made to each 
owner or operator of the hospital (buyer 
and seller) in accordance with the 
principles of reasonable cost 
reimbursement.

H. Subpart K consisting of § 412.214, is 
added to read as follows:

Subpart K—Prospective Payment 
System for Hospitals Located in 
Puerto Rico 
* * * * *

§ 412.214 C apital paym ents.
Subject to the blending percentages 

for the Federal rates described in 
§ 412.204, capital payments for hospitals 
located in Puerto Rico are determined in 
the same manner, as described in

§ § 412.65 through 412.67, as for other 
hospitals subject to the prospective 
payment system.
(Catalog of Federal Domestic Assistance 
Programs No. 13.773, Medicare-Hospital 
Insurance Program)

Dated: April 30,1987.
William L  Roper,
Administrator, Health Care Financing 
Administration.
Approved: May 1,1987.
Otis R. Bowen,
Secretary.

Appendix A—Federal Capital-Related 
Rates1

Table 1—Fifty States and District of 
Columbia

Plant/fíxéd equipment Movable equipment

Urban Rural Urban Rural

171.83 160.59 108.53 87.11

Table 2—Puerto Rico 1

Plant/fixed equipment Movable equipment

Urban Rural Urban Rural

Puerto Rico................................ ............. .
National....... ........................... ........ ..................

137.38 139.71
168.97

46.92 7.72
103.08

1 For hospitals located in Puerto Rico, the Federal rate is comprised of 75 percent of the 
Puerto Rico-specific adjusted capital prospective payment rate and 25 percent of the discharge- 
weighted average of the national urban and rural adjusted capital prospective payment rates.

Appendix 8 —Construction Cost Indexes
Table I.—Construction Cost Index fo r  
Urban A reas

Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Abilene, TX....................................... . .899
Taylor,TX

Akron, OH.......................... ......... ...... 1.053
Portage, OH 
Summit, OH

Albany, GA............................. . .814
Dougherty, GA 
Lee, GA

Albany-Schenectady-Troy, NY.......... 1.190
Albany, NY 
Greene, NY 
Montgomery, NY 
Rensselaer, NY 
Saratoga, NY 
Schenectady, NY 

Albuquerque, NM......................... .987
Bernalilio, NM

Alexandria, LA.................................... 1.049
Rapides, LA

Allentown-Bethlehem, PA-NJ............ 1.114
Warren, NJ 
Carbon, PA 
Lehigh, PA 
Northampton, PA

1 The rates reflect the reduction for capital? 
related costs of seven percent for cost reporting 
periods or discharges (as the case may be) occurring 
during F Y 1988, as required under section

Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Altoona, PA.......... ............................... 1.464
Blair, PA

Amarillo, TX........................................ .917
Potter, TX 
Randall, TX

Anaheim-Santa Ana-Garden Grove, 
CA ..................................................... .965
Orange, CA

Anohorarja AK.................................... 1.717
Anchorage^ AK

Anriaraon IN..... ............................... .921
Madison, IN

Anriaraon SC..................................... .800
Anderson, SC

1.166
Washtenaw, Ml

.830
Calhoun, AL

.925
Calumet, Wl 
Outagamie, Wl 
Winnebago, Wl

.827
Buncombe, NC

.879
Clarke, GA 
Jackson, GA 
Madison, GA

1886(g)(3)(A)(ii) of the Act. and an offset for budget 
neutrality as required under section 1886{g)(3)(C)(ii) 
of the Act for cost reporting periods occurring 
during FY 1988.
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Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Oconee, GA Hancock, MS Union, NC
Atlanta, G A...................................... .844 York, SC

Charlottesvillfi VABarrow, GA Binghamton, NY-PA........................... 1.268 1.343Butts, GA Broome, NY Albermarle, VA
Cherokee, GA Tioga, NY Charlottesville City, VA
Clayton, GA Birmingham, AL.................................. .876 Fluvanna, VA
Cobb, GA Blount, AL Greene, VA
Coweta, GA Jefferson, AL Chattanooga, TN-GA.......................... .868
De Kalb, GA Saint Clair, AL Catoosa, GA
Douglas, GA Shelby, AL Dade, GA
Fayette, GA Walker, AL Walker, GA
Forsyth, GA Bismarck, ND...................................... .957 Hamilton, TN
Fulton, GA Burleigh, ND Marion, TN
Gwinnett, GA Morton, ND Sequatchie, TN
Henry, GA Bloomington, IN ................................. 1.396 Cheyenne, WY . .. .976Newton, GA Monroe, IN Laramie, WY
Paulding, GA Bloomington-Normal, IL ..................... .970 Chicago, IL......................... 1.108Rockdale, GA McLean, tL Cook, IL
Spalding, GA Boise City, ID...................................... .793 Du Page, IL
Walton, GA Ada, ID McHenry, IL

Atlantic City, NJ.................................. 1.188 Boston, MA........................ ................ 1 338 .970
Atlantic, NJ Essex, MA Butte, CA
Cape May, NJ Middlesex, MA Cincinnati, OH-KY-IN......................... 1.039

Augusta, GA-SC....... .......................... .830 Norfolk, MA Dearborn, IN
Columbia, GA Plymouth, MA Boone, KY
McDuffie, GA Suffolk, MA Campbell, KY
Richmond, GA Boulder-Longmont, CO ...................... .882 Kenton, KY
Aiken, SC Boulder, CO Clermont, OH

Aurora-Elgin, IL................................... .917 Bradenton FL .760
Kane, IL Manatee, FL Warren, OH
Kendall, IL Brazoria, TX........................................ .832 .904Austin, T X ..................................... .888 Brazoria, TX Christian, KŸ
Hays, TX Bremerton, WA.................................... 1.069 Montgomery, TN
Travis, TX Kitsap, WA Cleveland, OH.................................... 1.190Williamson, TX Bridgeport, CT........ ................... ........ 1.290 Cuyahoga, OH

Bakersfield, CA............................... 1.082 Fairfield, CT Geauga, OH
Kern, CA Brownsville-Harlingen-San Benito, Lake, OH

Baltimore, MD................ 1.125 T X ....... .739
Anne Arundel, MD Cameron, TX Colorado Springs, CO ....................... .847
Baltimore, MD Bryan-College Station, TX.................. 1.012 El Paso, CO
Baltimore City, MD Brazos, TX Columbia, MO..................................... 1.197Carroll, MD Buffalo, N Y ......................................... 1.352 Boone, MO
Harford, MD Erie, NY Columbia, SC...................................... .844Howard, MD Burlington, NC.................................... .824 Lexington, SC
Queen Annes, MD Alamance, NC Richland, SCBangor, ME.................................. 1.067 Burlington, VT.......................... .984 .940Penobscot, ME Chittenden, VT Russell, AL

Baton Rouge, LA ......... .924 Grand Isle, VT Chattanoochee, GA
Ascension, LA Canton, OH......................................... .902 Muscogee, GA
East Baton Rouge, LA Carroll, OH Columbus, OH.................................... .978Livingston, LA Stark, OH Delaware, OH
West Baton Rouge, LA Casper, WY......................................... .784 Fairfield, ÒH

Battle Creek, M l................................. .985 Natrona, WY Franklin, OH
^ Calhoun, Ml Cedar Rapids, IA................................ .858 Licking, OH
Beaumont-Port Arthur-Orange, T X .... .900 Linn, IA Madison, OH

Hardin, TX Champaign-Urbana-Rantoul, IL ......... 1.243 Pickaway, OH
Jefferson, TX Champaign, IL Union, OH
Orange, TX Charleston-North Charleston, SC..... .921 Corpus Christi, TX............................. 904Beaver County, PA........................... 1.356 Berkeley, SC Nueces, TX
Beaver, PA Charleston, SC San Patricio, TX

Bellingham, WA.................................. 1.029 Dorchester, SC 1.183Whatcom, WA Charleston, WV.................................. 1.155 Allegany, MD
Benton Harbor, M l............................. 1.002 Kanawha, WV Mineral, WVBerrien, Ml
Bergen-Passaic, N J............................ 1.353

Putnam, WV 
Charlntte-Gastnnin N f! .803

Dallas-Fort Worth, TX.........................
fV illin  T V

.861

Bergen, NJ Cabarrus, NC Dallas. TX
Passaic, NJ 

Billings, M T............... 1.056
Gaston, NC 
Lincoln, NC

Denton, TX 
Ellis, TX

Yellowstone, MT Mecklenburg, NC Kaufman, TX
BtloxhGulfport, MS............. ................ .958 Rowan, NC Rockwall, TX
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Con-
Urban area (constituent counties or 

county equivalents)
struction

cost
index

Danville, VA............................. .........
Danville, VA 
Pittsylvania, VA

Davenport-Rock Island-Moline, IA-

.924

IL 1.016
Scott, IA 
Henry, IL 
Rock Island, IL

Dayton, OH.......................
Clark, OH 
Greene, OH 
Miami, OH 
Montgomery, OH

Daytona Beach, FL..............
Volusia, FL

Decatur, IL ....................
Macon, IL

Denver-Boulder, CO......... ...
Adams, CO 
Arapahoe, CO 
Denver, CO 
Douglas, CO 
Jefferson, CO

Des Moines, IA.................. ...
Dallas, IA 
Polk, IA 
Warren, IA

Detroit, M l....................   ...
Lapeer, Ml 
Livingston, Ml 
Macomb, Ml 
Monroe, Ml 
Oakland, Ml 
Saint Clair, Ml 
Wayne, Ml

Dothan, AL...........................
Dale, AL 
Houston, AL

Dubuque, IA .......... :............. .
Dubuque, IA

Duluth-Superior, MN-Wt.......
St. Louis, MN 
Douglas, Wt

Eau Claire, W l....................
Chappewa, Wl 
Eau Claire, Wl

El Paso, TX.......................
El Paso, TX

Elkhart, IN ............................
Elkhart, IN

Elmira. NY............................
Chemung, NY

Enid, OK............................
Garfield, OK

Erie, PA...............................
Erie, PA

Eugene-Springfield, OR......
Lane. OR

Evansville, IN-KY................
Posey, IN 
Vanderburgh, IN 
Warrick, IN 
Henderson, KY 

Fargo-Moorhead, ND-MN... 
Clay, MN 
Cass, ND

Fayetteville, NC...................
Cumberland, NC 

Fayetteville-Springdale, AR 
Washington, AR

1.081

.903

1.111

.932

1.081

1.135

.805

.982

1.063

.839

.858

.959

1.121

.955

1.223

1.028

1.081

.940

.785

.947

Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Flint Ml .987 Hagerstown, M D ................................ .988
Genesee, Ml 
Shiawassee, Ml

Florence, A L..................................................

Washington, MD
Hamiltnn-Middletown, O H ....................... .937

.861 Butler, OH
Colbert, AL 
Lauderdale, AL

Florence, SC..................................... .

Harrisburg, PA........................... ........ 1.109

.840
Cumberland, PA 
Dauphin, PA 
Lebanon, PA 
Perry, PA

Hartford, CT.......................... .............

Florence, SC
Fort Collins, CO.................................. .926

Larimor, CO
Fort Lauderdale-Hollywood, FL....... .

Broward, FL
Fort Myers, F L ...............................................

1.220
.878

.761

Hartford, CT 
Middlesex, CT 
Tolland, CT

Hiokory, NC.................................... .Lee.FL .826
Fort Pierce, F L ................................ . .900 Alexander, NC 

Burke, NC 
Catawba, NC

Martin, FL 
S t Lucie, FL

Fort Smith, AR-OK.................. ........... .770 1.023
Crawford, AR 
Sebastian, AR

Honolulu, HI
Houma-Thihndaux, LA....................... 1.201

Sequoyah, OK
Fort Walton Beach, FL....................... 1.008

Lafourche, LA 
Terrebonne, LA

Houston, T X ........................................Okaloosa, FL .858
Fort Wayne, IN ................................... .964 Fort Bend, TX 

Harris, TX 
Liberty, TX 
Montgomery, TX 
Waller, TX

Huntington-Ashland, WV-KY-OH......
Boyd, KY 
Carter, KY 
Greenup, KY 
Lawrence, OH 
Cabell, WV 
Wayne, WV

Allen,'lN  
De Kalb, IN 
Whitley, IN

Fort Worth-Arlington, T X .................... .883
Johnson, TX 
Parker, TX 
Tarrant, TX

Fresno, CA..................................... . 1.057

1.029

Fresno, CA
Gadsden, AL....................................... .813
Etowah, A L .........................................
Gainesville, FL.................................... .989 .806

.988
Alachua, FL 
Bradford, FL

1.047
Madison, AL

Galveston-T«xas City, TX ........... Boone, IN 
Hamilton, IN 
Hancock, IN 
Hendricks, IN 
Johnson, IN

Galveston, TX
Gary-Hammond-East Chicago, IN.....

Lake, IN 
Porter, IN

Glens Falls, NY..................................

1.050

1.377
Warren, NY 
Washington, NY

Grand Forks, ND-M N................................ .943

Marion, IN 
Morgan, IN 
Shelby, IN

1.370
Grand Forks, ND

Grand Rapids, M l........................................ .912 Johnson, IA
Kent, Ml 
Ottawa, Ml

G reat Falls, M T ...........................................

1.096
1.069 Jackson,M l

Cascade, MT
.880

.859

Jackson, MS— ...........- ..................... .930

Weld, CO
G reen Bay, W l.............................................

Hinds. MS 
Madison, MS

Brown, Wl
Greensboro-Winston-Salem-High 

Point, N C ............................... „ ......

Rankin, MS
.937

.850 Madison, TN
.874Davidson, NC 

Davie, NC 
Forsyth, NC 
Guilford, NC 
Randolph, NC 
Stokes, NC 
Yadkin, NC

Clay, FL ' 
Duval, FL 
Nassau, FL 
St. Johns, FL

1.115

.804
Onslow, NC

.932
Greenville, SC Rock, Wl

1.400
Spartanburg, SC ! Hudson, NJ
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Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Johnson City-Kingsport-Bristol, TN- Webb, TX
VA................................... 1.004 .845Carter, TN Dona Ana, NM
Hawkins, TN 
Sullivan, TN

Las Vegas, NV..... ........... ....... ......
Clark, NV

.949

Unicoi, TN Lawrence, KS................................... 1.118Washington, TN Douglas, KS
Bristol City, VA Lawton, ÔK........................................ .997Scott, VA Comanche, OK
Washington, VA Lewiston-Auburn, M E........................ .952Johnstown, PA.............................. 1.199 Androscoggin, ME
Cambria, PA Lexington-Fayette, KY....................... 1.063
Somerset, PA Bourbon, KY

Joliet, IL.................................. .877 d a r U  K Y
Grundy, IL Fayette, KY
Will, IL Jessamine, KY

Joplin, MO.................................. .941 Scott, KY
Jasper, MO Woodford, KY
Newton, MO Lima, OH............................................. .943

Kalamazoo, M l.................................. 1.117 Allen, OH
Kalamazoo, Ml Auglaize, OH

Kankakee, IL................................ 1.119 Lincoln, NE 1.066
Kankakee, IL Lancaster, NE

Kansas City, KS-MO....................... .913 Little Rock-North Little Rock, AR...... .925
Johnson, KS Faulkner, AR
Leavenworth, KS Lonoke, AR
Miami, KS Pulaski, AR
Wyandotte, KS Saline, AR
Cass, MO Longview-Marshall, TX....................... .746
Clay, MO Gregg, TX
Jackson, MO Harrison, TX
Lafayette, MO Lorain-Elyria, OH................................. 1.048Platte, MO Lorain, OH
Ray, MO Los Angeles-Long Beach, CA........... 1.065

Kenosha, W l................................... .872 Los Angeles, CA
Kenosha, Wl Louisville, KY-IN................................. .983

Killeen-Temple, TX ........................... .910 Clark, IN
Bell, TX Floyd, IN
Coryell, TX Harrison, IN

Knoxville, TN .............................. .873 Bullitt, KY
Anderson, TN Jefferson, KY
Blount, TN Oldham, KY
Grainger, TN Shelby, KY
Jefferson, TN Lubbock, TX ....................................... .911Knox, TN Lubbock, TX
Sevier, TN Lynchburg, VA.................................... .900Union, TN Amherst, VA

Kokomo, IN......... ...................... .885 Campbell, VA
Howard, IN Lynchburg City, VA
Tipton, IN Macon-Wamer Robins, GA................ .809

LaCrosse, W l...................................... .970 Bibb, GA
LaCrosse, Wl Houston, GA

Lafayette, LA..................................... .958 Jones, GA
Lafayette, LA . Peach, GA
St. Martin, LA Madison, W l.................................... . 1.044

Lafayette, IN .................................... 1.116 Dane, Wl
Tippecanoe, IN Manchester-Nashua, NH.................... 1.084

Lake Charles, LA ............................... .929 Hillsborough, NH
Calcasieu, LA Mansfield, OH..................................... .875

Lake County, IL ................................... 1.035 Richland, OH
Lake, IL McAllen-Edinburg-Mission, TX .762

Lakeland-Winter Haven, FL............... .788 Hidalgo, TX
Polk, FL Medford, OR....................................... .975

Lancaster, PA............................. , .977 Jackson, OR
Lancaster, PA Melbourne-Titusville, FL..................... .839

Lansing-East Lansing, M l................... 1.108 Brevard, FL
Clinton, Ml Memphis, TN-AR-MS......................... .877
Eaton, Ml Crittenden, AR
Ingham, Ml De Soto, MS

Laredo, TX................................ .728 Shelby, TN

Urban area (constituent counties or 
county equivalents)

Tipton, TN
Merced, CA......... .......................... .

Merced, CA
Miami-Hialeah, FL........ „ ...................

Dade, FL
Middlesex-Somerset-Hunterdon, NJ.. 

Hunterdon, NJ 
Middlesex, NJ 
Somerset, NJ

Midland, TX.........................................
Midland, TX

Milwaukee, W l............................
Milwaukee, Wl 
Ozaukee, Wl,
Washington, Wl 
Waukesha, Wl

Minneapolis-St Paul, MN-WI..............
Anoka, MN 
Carver, MN 
Chisago, MN 
Dakota, MN 
Hennepin, MN 
Isanti, MN 
Ramsey, MN 
Scott, MN 
Washington, MN 
Wright, MN 
St. Croix, Wl

Mobile, AL............................. ...... ......
Baldwin, AL 
Mobile, AL

Modesto, CA...............„ .......... ;..........
Stanislaus, CA

Monmouth-Ocean, N J........................
Monmouth, NJ 
Ocean, NJ

Monroe, LA.........................................
Ouachita, LA

Montgomery, AL..... ................ ..........
Autauga, AL 
Elmore, AL 
Montgomery, AL

Muncie, IN...........................................
Delaware, IN

Muskegon, M l.....................................
Muskegon, Ml

Naples, F L......... .................................
Collier, FL

Nashville, TN......................................
Cheatham, TN 
Davidson, TN 
Dickson, TN 
Robertson, TN 
Rutherford, TN 
Sumner, TN 
Williamson, TN 
Wilson, TN

Nassau Suffolk, NY............ ...............
Nassau, NY 
Suffolk, NY

Con
struction

cost
index

1.092

.961

1.191

.862

1.069

.943

.906

1.058

1.093

.934

.824

1.006

.970

.879

.875

1.382

New Bedford-Fal! River-Attleboro,
M A _____________ _____ _
Bristol, MA

New Haven-Waterbury-Meriden, CT.. 
New Haven, CT

New London-Norwich, CT........ .........
New London, CT

New Orleans, LA ..„............................
Jefferson, LA 
Orleans, LA

1.248

1.199

1.185

1.052
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Con-
Urban area (constituent counties or struction 

county equivalents) cost
index

S t Bernard, LA 
S t Charles, LA 
St. John The Baptist, LA 
S t Tammany, LA

New York, NY........................:...........
Bronx, NY 
Kings, NY 
New York City, NY 
Putnam, NY 
Queens, NY 
Richmond, NY 
Rockland, NY 
Westchester, NY

Newark, NJ............................... ...... .
Essex, NJ 
Morris, NJ 
Sussex, NJ 
Union, NJ

Niagara Falls, NY..............................
Niagara, NY

Norfolk-Virginia Beach-Newport
News, VA .......... ....................... .....
Chesapeake City, VA 
Gloucester, VA 
Hampton City, VA 
James City Co., VA 
Newport News City, VA 
Norfolk City, VA 
Poguoson, VA 
Portsmouth City, VA 
Suffolk City, VA 
Virginia Beach City, VA 
Williamsburg City, VA 
York, VA

Oakland, CA................................. .....
Alameda, CA 
Contra Costa, CA

Ocala, F L.... ................. .....................
Marion, FL

Odessa, TX................................... .
Ector, TX

Oklahoma City, OK............ .............. .
Canadian, OK 
Cleveland, OK 
Logan, OK 
McClain, OK 
Oklahoma, OK 
Pottawatomie, OK

Olympia, WA.....................................
Thurston, WA

Omaha, NE-IA........................... .
Pottawattamie, IA 
Douglas, NE 
Sarpy, NE 
Washington, NE

Orange County, N Y ......................„..
Orange, NY

Orlando, FL..................................... .
Orange, FL 
Osceola, FL 
Seminole, FL

Owensboro, KY.................................
Daviess, KY

Oxnard-Ventura, C A ............  ..........
Ventura, CA

Panama City, FL....................... ..... .
Bay, FL

Parkersburg-Marietta, WV-OH..... ....
Washington, OH 
Wood, WV

1.495

1.421

1.190

.957

1.069

.755

.969

.865

1.045

.958

1.382

.858

.959

1.148

.876

1.075

Con-
Urban area (constituent counties or struction 

county equivalents) cost
index

Pascagoula, MS.............................
Jackson, MS

Pensacola, F L ......................... ......
Escambia, FL 
Santa Rosa, FL

Peoria, IL.........................................
Peoria, IL 
Tazewell, IL 
Woodford, IL

Philadelphia, PA-NJ.........  ..........
Burlington, NJ 
Camden, NJ 
Gloucester, NJ 
Bucks, PA 
Chester, PA 
Delaware, PA 
Montgomery, PA 
Philadelphia, PA

Phoenix, AZ...................................
Maricopa, AZ

Pine Bluff, AR.................................
Jefferson, AR

Pittsburgh, PA.............................. ...
Allegheny, PA 
Fayette, PA 
Washington, PA 
Westmoreland, PA

Pittsfield, M A........ ...... ............. .....
Berkshire, MA

Portland, ME...... ............................
Cumberland, ME

Portland, OR............................ ......
Clackamas, OR 
Multnomah, OR 
Washington, OR 
Yamhill, OR

Portsmouth-Dover Rochester, NH 
Rockingham, NH 
Strafford, NH

Poughkeepsie, NY...................... .
Dutchess, NY

Providence-Pawtucket-
Woonsocket, R l.........................
Bristol, Rl 
Kent, Rl 
Providence, Rl 
Washington, Rl

Provo-Orem, UT.............................
Utah, UT

Pueblo, CO ....................................
Pueblo, CO

Puerto R ico1............. ....................
Racine, W l.....................................

Racine, Wl
Raleigh Durham, NC......................

Durham, NC 
Franklin, NC 
Orange, NC 
Wake, NC

Rapid City, SD...............................
Pennington, SD

Reading, PA...................................
Berks, PA

Redding, C A............................... .
Shasta, CA

Reno, NV................................. ...
Washoe, NV

Richland-Kennewick, WA............. .
Benton, WA 
Franklin, WA

.757

.842

.968

1.169

.959

.943

1.311

1.502

.992

.989

1.050

1.193

1.101

.827

.949

1.088

.990

1.112

1.104

.944

1.021

1.002

Con-
Urban area (constituent counties or struction 

county equivalents) cost
index

Richmond-Petersburg, V A ..... ....... ....
Charles City Co., VA 
Chesterfield, VA 
Colonial Heights City, VA 
Dinwiddie, VA 
Goochland, VA 
Hanover, VA 
Henrico, VA 
Hopewell City, VA 
New Kent, VA 
Petersburg City, VA 
Powhatan, VA 
Prince George, VA 
Richmond City, VA

Riverside-San Bernardino, CA...........
Riverside, CA 
San Bernardino, CA

Roanoke, VA .............................. .......
Botetourt, VA 
Roanoke, VA 
Roanoke City, VA 
Salem City, VA

Rochester, MN................................. ..
Olmsted, MN

Rochester, NY.....................«.............
Livingston, NY 
Monroe, NY 
Ontario, NY 
Orleans, NY 
Wayne, NY

Rockford, IL ............................. —-...... .
Boone, IL 
Winnebago, IL

Sacramento, CA.................................
Eldorado, CA 
Placer, CA 
Sacramento, CA 
Yolo, CA

Saginaw-Bay City-Midland, M l...... ....
Bay, Ml 
Midland, Ml 
Saginaw, Ml

St. Cloud, MN........................... ........ ...
Benton, MN 
Sherburne, MN 
Stearns, MN

S t Joseph, MO..................................
Buchanan, MO

St. Louis, MO-IL.................:...............
Clinton, IL 
Jersey, IL 
Madison, IL 
Monroe, IL 
St. Clair, IL 
Franklin, MO 
Jefferson, MO 
St. Charles, MO 
St. Louis, MO 
St. Louis City, MO

Salem, O R...... ...................................
Marion, OR 
Polk, OR

Salinas-Seaside-Monterey, CA..........
Monterey, CA

Salt Lake City-Ogden, UT...........- ....
Davis, UT 
Salt Lake, UT 
Weber, UT

San Angelo, TX..................................
Tom Green, TX

1.011

1.073

,983

1.358

1.250

.899

1.202

1.013

.964

1.035

1.143

.868

1.091

.871

.909
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Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

San Antonio, TX................................ .921
Bexar, TX
Comal, TX 
Guadalupe, TX

San Diego, CA.................................. 1.043
San Diego, CA

San Francisco, CA............................ 1.043
Marin, CA
San Francisco, CA 
San Mateo, CA

San Jose, C A.................................... 1.028
Santa Clara, CA

Santa Barbara-Santa Maria- 
Lompoc, CA.................................... 1.036
Santa Barbara, CA 

Santa Cruz, CA................................... .950
Santa Cruz, CA

Santa Fe, NM..................................... 1.086
Los Alamos, NM 
Santa Fe, NM

Santa Rosa-Petaluma, CA................. 1.134
Sonoma, CA

Sarasota, FL............................ .......... .804
Sarasota, FL

Savannah, GA.................................... 1.028
Chatham, GA 
Effingham, GA

Scranton-Wilkes Barre, PA................ 1.110
Columbia, PA
Lackawanna, PA 
Luzerne, PA 
Monroe, PA 
Wyoming, PA 

Seattle, WA.................... 1.085
King, WA
Snohomish, WA 

Sharon, PA............................ 1.144
Mercer, PA

Sheboygan,Wl................................. 1.040
Sheboygan, Wl

Sherman-Denison, TX.......... ..... ...... .949
Grayson, TX 

Shreveport, LA ........... .936
Bossier, LA
Caddo, LA

Sioux City, IA-NE............... 1.020
Woodbury, IA 
Dakota, NE

Sioux Falls, SD............... 1.202
Minnehaha, SD

South Bend-Mishawaka, IN ............... 1.143
St. Joseph, IN 

Spokane, WA... .971
Spokane, WA 

Springfield, IL......... 1.011
Menard, IL 
Sangamon, IL 

Springfield, MO....... .912
Christian, MO 
Greene, MO 

Springfield, MA............ 1.233
Hampden, MA 
Hampshire, MA 

State College, PA 1.035
Centre, PA

Steubenville-Weirton, OH-WV...... 1.167
Jefferson, OH 
Brooke, WV 
Hancock, WV 

Stockton, CA 1.060

Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

Urban area (constituent counties or 
county equivalents)

Con
struction

cost
index

San Joaquin, CA Loudoun, VA
Syracuse, NY...................................... 1.312

Madison, NY Manassas Park City, VA
Onondaga, NY Prince William, VA
Oswego, NY Stafford, VA

Tacoma, WA............................ „ ........ 1.038 Waterlno-Cariar Falls IA .911
Pierce, WA Black Hawk, IA

Tallahassee, FL.................................. .989 Bremer, IA
Gadsden, FL Wausau, W l........................................ .889
Leon, FL Marathon, Wl

Tampa-St. Petersburg-Clearwater, West Palm Beach-Boca Raton-
FL................................................... . .890 Delray Beach, FL .944
Hernando, FL Palm Beach, FL
Hillsborough, FL Wheeling, WV-OH.............................. 1.052
Pasco, FL Belmont, OH
Pinellas, FL Marshall, WV

Terre Haute, IN .................................. 1.040 Ohio, WV
Clay, IN Wichita, KS........................ .872
Vigo, IN Butler, KS

Texarkana-TX-Texarkana, AR........... .754 Harvey, KS
Miller, AR Sedgwick, KS
Bowie, TX Wichita Falls, TX................................ .929

Toledo, OH......................................... 1.044 Wichita, TX
Fulton, OH Williamsport, PA................................. 1.063
Lucas, OH Lycoming, PA
Wood, OH Wilmington, DE-NJ-MD...................... 1.231

Topeka, KS......................................... .996 New Castle, DE
Shawnee, KS Cecil, MD

Trenton, NJ................................ ........ 1.226 Salem, NJ
Mercer, NJ Wilmington, NC.................................. .851

Tucson, A Z ......................................... .931 New Hanover, NC
Pima, AZ Worcester-Fitchburg-Leominster,

Tulsa, OK........................ .911 M A................................................... 1.252
Creeks, OK Worcester, MA
Osage, OK Yakima, WA........................................ .975
Rogers, OK Yakima, WA
Tulsa, OK York, PA.............................................. .984
Wagoner, OK Adams, PA

Tuscaloosa, A L .................................. 1.003 York, PA
Tuscaloosa, AL Youngstown-Warren, OH.................. .981

Tyler, TX.............................................. .922 Mahoning, OH
Smith, TX Trumbull, OH

Utica-Rome, NY............ 1.256 Yuba City, CA..................................... .910
Herkimer, NY Sutter, CA
Oneida, NY Yuba, CA

1.118
Napa, CA 1 To be developed.
Solano, CA

Vancouver, W A.................................. .819 T a ble  II.— Co n str u c tio n  Co s t  Index
Clark, WA

Victoria, TX ......................................... .842 for Ru r al A reas

Victoria, TX
Vineland-Millville-Bridgeton, NJ......... 1.099 Non-Urban area Construction

Cumberland, NJ cost index
Visalia-Tulare-Porterville, CA............. 1.017

Tulare, CA Alabama................................... .787
Waco, TX ............................................ .840 Alaska 1.582

McLennan, TX Arizona..................................... 1.000
Washington, D.C.-MD-VA................... 1.155 Arkansas.... 749

District of Columbia, DC California.................................. 1.034
Calvert, MD Colorado.................................. .939
Charles, MD Connecticut.............................. 1.183
Frederick, MD Delaware...................................... 1.040
Montgomery, MD Florida...................................... .777
Prince Georges, MD G eorgia.................................... .817
Alexandria City, VA Hawaii....................................... .907
Arlington, VA Idaho........................................ .930
Fairfax, VA Illino is....................................... .978
Fairfax City, VA Indiana..................................... .919
Falls Church City, VA lowa.......................................... .880
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T a b le  II.— Co n str u c tio n  Co s t  Index 
for  Ru r a l  A r eas— Continued

Non-Urban area Construction 
cost index

Kansas................................. . .814
Kentucky.................................. .921
Louisiana.................................. .941
Maine........................................ 1.037
Maryland....................... 1.180
Massachusetts......................... 1.169
Michigan................................... .962
Minnesota................................ .918
Mississippi.................. .......... . .834
Missouri.................................... .847
Montana......... .................... ..... .917
Nebraska............................... .772
Nevada................................ . .966
New Hampshire........................ 1.069
New Jersey 1...................... .
New Mexico............................. .893
New YOrk................................. 1.224
North Carolina......................... .788
North Dakota............................ .942
Ohio.......................................... .884
Oklahoma............................... . .828
Oregon......... ..................... ...... .931
Pennsylvania.......................... 1.177
Puerto R ico2...........................
Rhode Island 1........................
South Carolina...................... .774
South Dakota........................... .898
Tennessee...... ........ ;..... ......... .766
Texas...................................... . .783
Utah.......................................... .869
Vermont................................... 1.038
V irginia...................................... .912
Washington............... ......... . 1.072
West V irginia........................... 1.031
W isconsin................................ .864
Wyoming................................. , .958

1 All counties within the State are classified 
urban.

2 To be developed.

Appendix C— Am erican Hospital 
Association List of Plant and Fixed  
Equipment, and M oveable Equipment

I. Plant
A. Land Movements
Bumpers
Culverts
Fencing

a. Brick or stone
b. Chain link
c. Wire
d. Wood 

Flagpole
Heated pavement 
Lawn sprinkler system 
Parking lot gate 
Parking lot, open walls 
Paving (including roadways, walks, and 

parking)
a. Asphalt
b. Concrete
c. Gravel 

Retaining wall 
Shrubs, lawns, trees

Sign
Snow melting system 
Turf, artificial
Underground sewer and water lines 
Yard lighting

B. Buildings
Boiler house 
Garage

a. Masonry
b. Wood frame

Masonry, reinforced concrete frame 
Masonry, steel frame, fireproofed 
Masonry, steel frame, not fireproofed 
Masonry, wood frame 
Reinforced concrete, common design 
Residence

a. Masonry
b. Wood frame 

Storage building
a. Masonry
b. Wood frame

Building, componentized parts
a. Automatic door
b. Canopies
c. Ceiling finishes
d. Computer flooring
e. Cubicle track
f. Designation signs
g. Drapery track
h. Floor finishes
i. Folding partitions
j. Interior finish
k. Loading docks
l. Overhead door
m. Partitions, interior
n. Roof covering
o. Storefront construction
p. Toilet partitions
q. Wall paint
r. Wallpaper

Multilevel parking structure, masonry

II. F ixed Equipment
A. Building Services Equipment
Boiler smokestack, metal 
Clean air equipment 
Clock system, central 
Doctors’ in and-out register 
Electric lighting and power

a. Feed wiring
b. Conduit and wiring
c. Fixtures
d. Transformer
e. Switch gear 

Elevator
a. Dumbwaiter
b. Freight
c. Passenger, high-speed automatic
d. Passenger, other 

Emergency light system 
Escalator
Fire alarm system, door closing devices 
Heating, ventilating, and air 

conditioning system 
Air conditioning system, all equipment 

and units
a. Large—over 20 tons

b. Medium—5-15 tons
c. Small—under 5 tons
d. Boiler
e. Compressor, air
f. Condensate tank
g. Condenser
h. Controls
i. Cooler and dehumidifier
j. Cooling tower

(1) Metal
(2) Wood

k. Ductwork
l. Fan, air handling and ventilating
m. Furnace, domestic type
n. Incinerator, indoor
o. Oil storage tank
p. Piping
q. Precipitator
r. Pump
s. Radiator, cast iron
t. Radiator, finned tube
u. Solar heat equipment
v. Unit heater 

Intercom system 
Laboratory plumbing, piping 
Magnetic door holders 
Nurse call system 
Oxygen, gas, air piping 
Paging system 
Plumbing, composite

a. Fixtures
b. Piping
c. Pump
d. Water heater, commercial
e. Water storage tank 

Pneumatic tube system 
Sprinkler and fire protection system

a. Fire alarm system
b. Fire pump
c. Smoke and heat detectors
d. Sprinkler system
e. Tank and tower 

Sewerage, composite
a. Piping
b. Sump pump and sewerage ejector 

Telephone system
Television antenna system 
Vacuum cleaning system 
Water wells
B. Other Fixed Equipment 
Bench, bin, cabinet, counter, shelving, 

built-in
Cabinet, biological safety
Carpentry work
Caulking
Ceramic tile
Conveying system
Drilled piers
Fire protection in hoods
Generator set
Hood, fume
ICU-CCU counters
Lockers, built-in
Mailboxes, built-in
Millwork
Nurses’ counter
Painting
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Pass-through boxes 
Patients’ wardrobes and vanities 
Sink and drainboard 
Sterilizer, built-in 
X-ray protection

III. M oveable Equipment 
Accelerator
Accounting/bookkeeping machine
Acculab
Adding machine
Air conditioner, window
Alternating pressure pad
Ambulance
Amplifier
Analyzer

a. Amino acid
b. Autos
c. Biochromatic
d. Clinical
e. Gas
f. Oxygen
g. pH gas
h. Peripheral
i. Pulmonary function 

Anesthesia unit 
Ankle exerciser 
Apparatus

a. Anesthesia
b. Blood transfusion
c. Bone surgery
d. Resuscitating 

Arthroscopy instrumentation 
Aspirator
Audiometer
Autoclave
Automobile

a. Delivery
b. Passenger 

Autoscaler, ionic 
Auto suture stapler 
Balance

a. Analytical
b. Electronic
c. Precision mechanical 

Basal metabolism unit 
Bassinet
Bassinet, heated 
Bath

a. Paraffin
b. Serological
c. Sitz
d. W ater, laboratory
e. Whirlpool 

Battery charger 
Bed

a. Electric
b. Flotation therapy
c. Hydraulic
d. Labor
e. Manual
f. Orthopedic 

Bedpan washer 
Beepers, paging 
Bench, metal or wood 
Bilirubin lamps
Bin, metal or wood 
Binder, punch machine 
Biochemical analysis unit, micro

Biofeedback machine 
Bipolar coagulator 
Blanket drier 
Blanket warmer
Blood chemistry analyzer, automated
Blood cell counter
Blood gas analyzer
Blood gas apparatus, volumetries
Blood warmer
Blood warmer coil
Boiler, copper
Bookcase, metal
Bottle washer
Bovie unit
Breathing unit, positive pressure 
Broiler
Bronchoscope

a. Flexible
b. Rigid 

Buffer, electric 
Bulletin board 
Burnisher, silverware 
Cabinet

a. Bedside
b. File
c. Instrument
d. Metal or wood
e. Pharmacy
f. Solution
g. X-ray 

Cage, animal 
Camera
Camera, surgical
Camera, TV monitoring, color or black 

and white
Camera, videotape color or black and 

white
Can opener, electric 
Canopy, ventilating, ironer 
Capsule machine
Carbon monoxide recorder/detector
Cardioscope
Carpeting
Cart

a . Food/tray, heat-refrig
b. Maid
c. Medicine
d. Supply
e. Utility 

Cash register 
Cassette changer 
Cautery unit

a. Dermatology
b. Gynecology 

Central processing unit 
Centrifuge
Centrifuge, refrigerated 
Chair

a. Dental
b. Executive
c. Hydraulic, surgeon’s
d. Kinetron
e. Podiatrie
f. Specialist 

Chart rack 
Chart recorder 
Check signer 
Child immobilizer 
Chloridiometer

Chromatograph, gas 
Cidematic washer 
Clock
Clopay wrapping machine 
Clothes locker

a. Fiberglass or metal
b. Laminate or wood 

Cobalt unit
Coffee maker
Cold pack unit, floor
Collator, electric
Collector, silver, automatic
Colonoscope
Colorimeter
Colposcope with floorstand 
Compactor, waste 
Compresser, air
Computer assisted system for exercise 
Computer

a. Cardiac output
b. Clinical
c. Large
d. Micro
e. Mini

Computer terminal 
Conductivity tester 
Conveyor system, laundry 
Conveyor, tray 
Cooker, pressure, food 
Cooler

a. Walk-in, freestanding
b. W ater 

CO-oximeter 
Copier
Coulter counter
Credenza
Crib
Croupette
Cryo-ophthalmic unit with probes
Cryostat
Cryosurgical unit
Cutter

a. Cloth, electric
b. Food

Cystic fibrosis system
Cystometer
Cystoscope
Data card processing unit, including 

keypunch, verifier, reader, sorter 
Data printing unit 
Data storage unit

a. M echanical
b. Nonmechanical

Data tape processing unit, including 
controller, drive, tape deck 

Decalcifier 
Defibrillator 
Densitometer, recording 
Dental drill with syringe 
Dermatome 
Desk, metal or wood 
Diagnostic set 
Diathermy unit 
Dictating equipment 
Digital fluoroscopy unit 
Digital radiography unit 
Dilutor
Dish Sterilizer
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Dishwasher Graphotype
Disinfector Griddle
Dispenser Grinder, food waste

a. Alcohol Hand dynamometer
b. Butter, refrigerated Heart-lung system
c. Milk or cream Hemoglobinometer

Distilling apparatus Hemodialysis unit
Dopplers Hemophotometer
Dose calibrator Hoist, chain or cable
Dresser Holter electrocardiograph
Drier Holter electroencephalograph

a. Clothes Homogenizer
b. Hair Hood, exhaust or Bacti
c. Sonic Hot-food box

Drill press Hotplate
Drying oven, paint shop Humidifier
Duplicator Hyperbaric chamber
Echocardiograph system Hydrocollator
Echoview system Hydrotherapy equipment
Electrocardioscanner Hyfrecator
Electrocardiograph Hypothermia apparatus
Electroencephalograph Ice-cream freezer
Electromyograph Ice-cream storage cabinet
Electronic blood pressure device Ice-cube making equipment
Electrophoresis unit Illuminator unit, multifilm
Electrosurgical unit Illuminator unit, single
Emission computer tomography (ECT) Image intensifier

scanner IMI infant care center
Enlarger Immuno-diffusion equipment
Ergometer Imprinter, addresser
Ether-suction unit Imprinter, embossed plate
Evacuator Incubator
Evoked potential unit a. Laboratory
Exercise apparatus b. Nursery
Extracorporeal shock-wave lithotripters Indicator, remote
Extractor, laundry Infusion pump
Facsimile transmitter Inhalator
Fiber optic equipment Instruments, ortho-urological
Fiberometer Insufflator
Film changer Integrator
Flame photometer Intercom
Floor scrubbing machine Iontophoresis unit
Floor waxing machine Ironer, flatwork
Fluorimeter Isodensitometer
Fluoroscope Isolation chamber
Folder, flatwork Isotope equipment
Food chopper Kettle, steam-jacketed
Frame, turning Kiln
Freezer, ultra cold K-pads
Fryer, deep fat Kymograph
Furnace, laboratory Laminar air-flow unit
Furniture a. Cabinet

a. Central supply b. Wall
b. Dietary Lamp
c. Housekeeping a. Deep therapy
d. ICU-CCU b. Emergency
e. In-service education c. Infrared
f. Labor-delivery d. Mercury quartz
g. Laboratory e. Microscope
h. Lobby or public areas Laparoscope
i. Nursing services Laryngoscope
j. Office Lathe
k. Operating room Lawn mower, power
1. Patient Library furnishings
m. X-ray Lifter, patient

Gamma camera Light
Gamma counter a. Delivery
Gamma wall system b. Examining
Garbage disposal c. Operating

d. Portable, emergency 
Linear accelerator 
Linen cart 
Linen drier 
Linen press 
Linen table 
Linen washer 
Loom 
Lowerator
Magnetic resonance imaging
Mailing machine
Mannequin
Marking machine
Meat chopper
Medi-prep
Meter, pH
Microfilm unit
Microgasometer
Microphone
Microscope
Microprojector
Microtome
Mirror, therapy
Mixer, commercial type
Model, anatomical
Monitor

a. Apnea
b. Cardiac
c. Cerebral function
d. Patient
e. TV

Narcotic safe
Natural childbirth backrest 
Nebulizer

a. Pneumatic
b. Ultrasonic 

Nephroscope
Neurological surgical table headrest
Nourishment ice station
Nuclear magnetic resonance scanner
Operating stool
Opthalmoscope
Optical readers
Orthotron system
Oscilloscope
Osmometer
Otoscope
Ottoman
Oven

a. Baking
b. Microwave
c. Paraffin
d. Roasting
e. Sterilizing 

Oximeter
Oxygen tank, motor, and truck
Pacemaker, cardiac
Pacing system analyzer
Packaging machine
Paint spray booth
Paint spraying machine
Panendoscope
Paper baler
Parallel bars
Parking lot sweeper
Patient monitoring equipment
Peeler, vegetable, electric
Percussor
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Perforator
Phonocardiograph
Photocoagulator
Photocopier
Photography apparatus, gross pathology
Photometer
Phototherapy unit
Physician’s in-and-out register, portable
Physiological monitor
Physioscope
Piano
Pipe cutter-threader 
Pipette, automatic 
Planer and shaper, electric 
Plasma freezer 
Plate bending press 
Polisher, floor
Polishing and buffing machine 
Power supply 
Press, laundry 
Proctoscope 
Projection machine 
Projector, slide
Prothrombin timer, automated 
Pulmonary function equipment 
Pulsed oxygen chamber 
Pump

a. Breast
b. Stomach
c. Surgical
d. Vacuum 

Radiation meter 
Radioactive source, cobalt 
Radiographic duplicating printer 
Radiographic fluoroscopic combination 
Radiographic head unit
Range, household 
Ratemeter, dual 
Recorder

a. Laboratory
b. Tape 

Refractometer 
Refrigerator

a. Blood bank
b. Commercial
c. Domestic
d. Undercounter 

Remote control receiver 
Respirator 
Resuscitator 
Retractor 
Rhinoscope
Rinser, sonic 
Rotary tiller 
Roto-osteotome unit 
Safe
Sanitizer
Saw

a. Autopsy
b. Band
c. Bench, electric
d. Meat cutting
e. Surgical, electric
f. Neurosurgery 

Scale
a. Baby
b. Bed
c. Chair
d. Clinical

e. Laundry, platform
f. Laundry, movable
g. Metabolic
h. Patient
i. Postal 

Scanner
a. Body-CT
b. Isotope
c. Rectilinear
d. Ultrasonic 

Scintillation scaler 
Sectocardiograph 
Sensitometer 
Seriograph, automatic 
Settee
Sewing Machine
Shaking machine
Sharpener, microtome knife
Shears, squaring, floor
Shelving, portable, steel
Shoulder wheel
Sigmoidoscope
Silver recovery unit
Simulator
Skeleton
Slicer

a. Bread
b. Meat 

Slide projector
Slide strainer, laboratory 
Slit lamp 
Snow blower 
Sofa
Spectroscope
Spectrophotometer
Sphygmomanometer
Spirometer
Stall bars
Stamp machine
Stand

a. Basin
b. Irrigating
c. IV
d. Mayo

Stapler, electric or air 
Steam pack equipment 
Steamer, vegetable 
Stencil machine 
Stereo equipment 
Sterilizer, movable 
Stethophone 
Still, water 
Station system 
Stimulator, muscle 
Stretcher 
Suction pump 
Table

a. Anesthetic
b. Autopsy
c. Electrohydraulic tilt
d. Examining
e. Fracture
f. Food preparation
g. Instrument
h. Light
i. Metal
j. Obstetrical
k. Operating
l. Orthopedic

m. Overbed
n. Pool
o. Refrigerated
p. Therapy
q. Traction
r. Urological
s. Wood 

Tank
a. Cleaning
b. Full body
c. Hot water
d. Paraffin
e. Therapy 

Telemetry unit 
Telescope, microlens 
Telescopic shoulder wheel 
Telethermometer 
Television receiver
Tent

a. Aerosol
b. Oxygen 

Test equipment 
Thermometer, electronic 
Thyroid testing equipment 
Time recording equipment 
Tissue embedding center 
Tissue processor 
Titrator, automatic 
Toaster, commercial type 
Tonometer
Totalap 
Traction unit 
Tractor
Transcribing equipment 
Transcutaneous nerve simulator system 
Treadmill, electric 
Truck, hot food 
Truck

a. Forklift
b. Multipurpose Riling
c. Van, pickup 

Trunk
a. Platform
b. Tray 

Tube dryer 
Tube tester 
Tumbler 
Typewriter

a. Electric
b. Manual 

Ultrasonic cleaner 
Ultrasonic fetal heart detector 
Urn, coffee
Vacuum cleaner 
Vacuvette 
Valet, office 
Vectorcardiograph 
Vending machine 
Ventilator, respiratory 
Vial filler 
Vibrator 
Victoreens meter 
Vise, large bench 
Walkie-talkie 
Warmer

a. Dish
b. Food

Washer, glassware
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Washing machine
a. Commercial
b. Domestic

Water cooler, bottle or fountain type
Water purifier or softener
Welder
W heelchair
W ire tightener-twister
Word processor

a. Large
b. Small 

X-ray
a. Developing tank
b. Film drier
c. Film processor
d. Image intensifier
e. Intensifying screens
f. Wiring
g. Unit, deep therapy
h. Unit, fluoroscopic
i. Unit, mobile
j. Unit, radiographic
k. Unit, superficial therapy

Appendix D—Regulatory Impact 
Analysis
A. Introduction

Executive Order (E.O.) 12291 requires 
us to prepare and publish an initial 
regulatory impact analysis for any 
proposed regulation that meets one of 
the E.O. criteria for a “major rule”; that 
is, that would be likely to result in: an 
annual effect on the economy of $100 
million or more: a major increase in 
costs or prices for consumers, individual 
industries, Federal, State, or local 
government agencies, or geographic 
regions; or significant adverse effects on 
competition, employment, investment, 
productivity, innovation, or on the 
ability of United States based 
enterprises to compete with foreign- 
based enterprises in domestic or export 
markets.

In addition, we generally prepare art 
initial regulatory flexibility analysis that 
is consistent with the Regulatory 
Flexibility Act (RFA)(5 U.S.C 601 
through 612), unless the Secretary 
certifies that a proposed regulation 
would not have a significant economic 
impact on a substantial number of small 
entities. For purposes of the RFA, we 
treat all hospitals as small entities.

The following discussion, in 
combination with the rest of this 
proposed rule, constitutes a combined 
regulatory impact analysis and 
regulatory flexibility analysis.

B. Summary o f the Initial A nalysis 
Published June 3,1986

For the proposal published last June to 
incorporate capital-related cost into the 
prospective payment system, we 
prepared an initial regulatory impact 
analysis that compared projected

payments under the proposed phase-in 
of prospective payments for capital- 
related cost over the four-year transition 
period to projected payments under 
current reasonable cost principles. The 
comparison used F Y 1983 hospital cost 
data that were inflated by the capital 
component of the hospital market basket 
through FY 1987. We displayed the 
effects of implementing the proposed 
payment system over the proposed four- 
year transition period in terms of the 
percent change in payment levels 
between payment amounts 
approximating what hospitals would 
have received under the current system 
for FY 1987 compared to what they 
could have expected under proposed 
capital-related prospective payment 
system.

As a result of both the relatively short 
transition period of four years and the 
proposal to inflate the base year costs 
by the capital component of the hospital 
market basket, most hospitals would 
have experienced substantial reductions 
in their payments for capital-related 
costs. Many commenters, in responding 
to the June 3 NPRM, indicated concern 
with the proposed system. We are now 
presenting a new proposal that we 
believe addresses many of the 
commenters’ concerns.
C. O bjectives

In our June 3,1986 proposal we 
discussed the objectives we hoped to 
achieve through the proposed capital 
related prospective payment system. 
Although we have eliminated certain 
features of the original proposal that we 
believe could have imposed 
considerable hardship on some 
providers—in particular, the four-year 
transition period—our objectives for this 
proposal generally are the same as those 
we presented in the June 3 document.

By incorporating capital-related costs 
into the prospective payment system, we 
are extending the objectives underlying 
the current system to this area of 
hospital inpatient costs. Because we 
have continued to reimburse hospital 
capital-related costs on a pass-through 
basis, hospital administrators have had 
less incentive to bring their capital- 
related spending in line compared to 
inpatient hospital operations under the 
prospective payment system. Under the 
present system of capital-related 
payments, access to financial markets 
may be a more important factor in 
determining a hospital's capital 
investments than the overall 
contribution of such assets to the 
effective or efficient operation of the 
facility. For example, under cost-based 
reimbursement, a hospital with low 
utilization could borrow funds for

expansion of its plant even though it 
may have surplus capacity, and 
Medicare will still reimburse those 
capital costs.

The chief objective we hope to 
achieve through integrating payments 
for inpatient capital-related costs into 
the prospective payment system is to 
establish the same kind of economic 
relationship between hospital 
operational characteristics and market 
conditions on the one hand, and capital 
investment decisions, on the other hand, 
as exists in a price-competitive market 
The retrospective payment system now 
in effect does not constrain hospital 
capital related spending sufficiently to 
bring these costs under control. This 
proposal to establish prospective 
payment rates for inpatient hospital 
capital related costs, therefore, would 
establish a payment system that would 
result in hospitals accepting a greater 
degree of risk for their investment 
decisions. Incorporating payments for 
capital-related costs into the prospective 
payment system would subject these 
costs to the same financial and 
economic incentives to which operating 
costs are now subject.

D. A nalytical M ethodology
1. General Considerations

Our approach for displaying the 
effects of the proposed payment system 
is similar to the one we adopted in the 
June 3,1986 impact analysis. We will 
compare FY 1988 payment levels under 
the proposed payment system with 
projected payments under the present 
system using three different FY 1988 
payment blends. Hospital groupings that 
would, on average, receive higher 
payments under the proposed system 
will have positive values in our analysis 
while hospital groupings that would, on 
average, receive lower payments under 
the proposed system will have negative 
values. These positive and negative 
values represent the percent increase or 
reduction in payments compared to 
projected payments under the present 
system.

Similarly to the June 3,1986 proposal, 
we computed projected payments under 
reasonable cost principles by inflating 
each hospital’s FY 1984 costs through FY 
1988, using an estimate of the actual rate 
of inflation for capital-related costs. 
While we used these projected FY 1988 
costs to compare payments under 
reasonable costs with FY 1988 
prospective payments, we warn the 
reader that the cyclical nature of capital 
investments actually produces different 
increases on the Medicare capital cost 
per case for each hospital. Because
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section 1886(g)(3) of the Act (added by 
section 9303(a) of Pub. L. 99-509) 
requires payments for capital-related 
costs to be reduced by seven percent for 
portions of cost reporting periods or 
discharges occurring in FY 1988, 
regardless of the method of payment, we 
reduced our projected costs by seven 
percent. A similar reduction has already 
been made in the Federal prospective 
payment rates, so we are maintaining 
comparability between reasonable cost 
payments and prospective payments. As 
a result, the impact analysis in this 
document assumes that the Federal 
payment rates and projected payment 
rates already have the seven percent 
removed from them.

Since the hospital-specific portion of 
the prospective payments for capital is, 
under these regulations, the hospital’s 
actual allowable costs, we need not 
compute it separately from the 
reasonable costs used to simulate 
payments under the current system.
That is, to compute the hospital-specific 
portion for a given year of the transition, 
all we need do is multiply the hospital’s 
reasonable costs by the applicable 
blend factor in effect for that year of the 
transition. For example, applying the 
third year blend in FY 1988, hospital- 
specific payments would equal the 
product of the same capital-related 
reasonable costs for fixed plant and 
fixed equipment (Federal payments for 
moveable equipment are 100 percent 
phased in) used to compute reasonable 
cost payments, multiplied by the 
applicable blend factor of .85.

In interpreting the results of this 
comparison, readers should keep in 
mind the following points:

• First, the following comparisons are 
not directly comparable to the analyses 
presented in the June 3 NPRM. We are 
now using different data both for rate 
determination and cost projection. 
Further, the rates we are comparing to 
projected costs are computed differently 
from the earlier proposed rates, and the 
factors used to inflate the available cost 
data have been revised and updated. 
Thus, though the following discussion 
has analytic similarities to the previous 
impact analysis, the actual quantitative 
assessments presented below should not 
be compared to the earlier values.

• Second, is the static nature of the 
analysis. Hospitals and other interested 
parties should interpret the following 
analysis as indicating the direction and 
magnitude of changes in payment 
amounts based on the capital costs for 
hospitals in FY 1984. Since hospitals 
have continued to invest in new existing 
facilities, the changes that have 
occurred since FY 1984 may well result 
in our proposal having different effects

on hospitals than the ones presented in 
Tables, I, II, and III. Although the 
cyclical nature of hospital investment 
would result in projected rates of growth 
in Medicare capital costs per case which 
are different for each hospital, we did 
not have the hospital-specific data to 
incorporate these different growth rates 
in projecting FY 1988 hospital capital 
costs. Thus, for all of the impact 
analyses, we increased each hospital’s 
FY 1984 capital costs per case by our 
projections of the national average 
increase in Medicare capital costs per 
case between FY 1984 and FY 1988. As a 
result, we warn the reader that, in 
assessing the following tables, the 
impact results for each group of 
hospitals assumes FY 1984 conditions 
which may not exist in FY 1988.

• Third, we are presenting the effects 
of this proposal on hospital payments 
using the Federal blends for the first, 
second, and third years of the transition 
based on the assumption that these 
blends would be adopted for all 
hospitals on October 1,1987. That is, we 
are displaying the effects of this 
proposal using three different blends of 
Federal and hospital-specific payments 
for fixed plant/equipment and moveable 
equipment: a five percent Federal 
payment blend, a 10 percent Federal 
payment blend, and a 15 percent Federal 
payment blend for fixed plant/ 
equipment, and a corresponding Federal 
blend of 33, 67, and 100 percent for 
moveable equipment.

• A positive or negative value 
associated with a specific hospital 
grouping does not necessarily mean that 
hospitals in that group would experience 
either accounting or economic profits or 
losses for all inpatient care services.
Our results show only decreases or 
increases of Medicare payments for 
capital-related costs under the proposed 
system, relative to payments under the 
present system. At present, Medicare 
covers, on average, approximately 41 
percent of all inpatient hospital costs 
(based on estimated FY 1986 Medicare 
data compared to total hospital 
inpatient revenues as reported by the 
American Hospital Association), and 
capital expenditures account for about 
ten percent of all hospital inpatient 
expenditures. Thus, a five percent 
reduction in Medicare capital-related 
payments for an average hospital would 
result in a payment reduction of about .2 
percent in inpatient expenses. A 
hospital could receive lower payments 
under the proposed system, but overall, 
it could still be profitable because of 
operating gains earned from noncapital- 
related services to Medicare patients as 
well as to other patients. The converse 
may also occur; hospitals earning

surpluses under the capital payment 
system may be suffering operating 
losses.

• The final point is that the impact 
values shown in Table I are single point 
estimates for different groups of 
hospitals rather than a range. Since a 
range of impact values allows one to 
better understand variations in capital 
payments among individual hospitals, 
we are including an analysis of range 
data for urban and rural hospitals, 
showing the distribution of hospitals 
using the blended Federal payment 
share effective for the first year of the 
phase-in. We are not, however, 
presenting detailed data on each and 
every hospital, as some commenters on 
the June 3,1986 NPRM would have had 
us do. Our data at the individual 
hospital level will not support this kind 
of analysis because our current data do 
not reflect present hospital capital- 
related costs. As explained earlier, the 
cyclical nature of capital investments 
can produce wide fluctuations in 
capital-related spending within a short 
period of time which we are unable to 
model. For an individual hospital, our 
FY 1988 projection of capital-related 
costs could be inaccurate, and an impact 
analysis for individual hospitals that 
relied on these data also would be 
inaccurate.

The analysis showing the range of 
impacts on all hospitals is presented in 
section D.3., and a discussion of the 
impact on hospitals if we assume no 
transition policy is presented in section
D.4.. In section D.5. we discuss the 
effects on hospitals of removing the 
indirect medical education and 
disproportionate share factors from the 
standardization of the capital rates.

2. Projected differences between current 
and proposed payment methods

The following table displays effects of 
the proposed prospective payment 
system compared to the present system. 
The table combines payments for plant 
and fixed equipment, and movable 
equipment since we felt it was more 
appropriate to show the impact of this 
proposal on total inpatient capital- 
related payments rather than on each 
portion separately Also, as previously 
explained, the results are based on FY 
1984 costs inflated to FY 1988 and 
incorporate both the seven percent 
reduction mandated under section 
1886(g)(3) of the Act and the budget 
neutrality factor for FY 1988. It should 
be noted that, since we have no data on 
the investment patterns for each 
hospital between FY 1984 and FY 1988, 
the impact values for various groups 
may not be representative of the profits
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or losses resulting from our prospective 
payment proposal; that is, hospital 
groups with higher than average capital 
costs in F Y 1984, which would indicate 
losses in the impact analysis in Table I, 
could actually have lower than average 
capital costs in FY 1988, and therefore, 
they would obtain a profit in FY 1988; 
the reverse situation could also occur.
BILLING CODE 4120-01-M
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In the aggregate, our analysis shows 
no change in payments from the present 
method of paying for hospital capital- 
related costs. This is to be expected 
because we have maintained throughout 
this analysis the budget neutrality 
requirement imposed on payments for 
the first year. Nevertheless, the impact 
varies among geographic regions. Based 
on the first year Federal blend the 
impact ranges from a high of a 4.6 
percent increase for urban hospitals in 
the New England region to a low of a 2.8 
percent decrease for urban hospitals in 
the Mountain census division.

Among categories of hospitals there is 
also a wide range of projected impacts. 
Rural hospitals, overall, fare better than 
urban hospitals, with rural hospitals that 
have fewer than 50 beds doing 
especially well, showing, on average, a 
5.1 percent increase in payments. All 
rural hospitals, in the aggregate, show a 
1.0 percent average increase as 
compared to the average decrease of 0.2 
percent for all urban hospitals. Because 
we lack adequate data we cannot be 
completely certain of the reason for the 
better performance of rural hospitals 
under the proposed payment system 
compared to urban hospitals. 
Nevertheless it appears that the gains 
made by small rural hospitals are, in 
part attributable to our computing the 
standardized payment rates on a case 
weighted basis in accordance with 
section 1886(d)(3)(A) of the Act (as 
amended by section 9302(c) of Pub. L. 
99-509).

Similarly, teaching hospitals with 
“heavy” graduate teaching programs 
(defined as hospitals with resident to 
bed ratios of 0.25 or greater) show an 
average increase in their capital-related 
payments of approximately 3.0 percent 
when projected payments are based on

a first year Federal payment blend. 
Other categories of hospitals that would 
receive higher payments under the 
proposed system are large urban 
hospitals (with 405 beds or more) and 
government controlled facilities. The 
latter group is shown to benefit by a 2.9 
percent increase based on the first year 
blend.

Among hospitals that would likely 
experience a drop in payments are 
proprietary facilities, with a projected 
payment decrease, under the first year 
Federal payment blend, of 4.1 percent 
We cannot determine with certainty the 
reason for this decline without specific 
data on the age of their facilities, but we 
suspect that proprietary hospitals have 
recently invested in capital, and as a 
result, they have incurred higher interest 
and depreciation expenses. In fact, if the 
F Y 1984 cost data for proprietary 
hospitals are indicative of new major 
investments, the losses in the impact 
analyses may be overstated. It is quite 
possible that with major new 
investments, the capital costs for 
proprietary hospitals remained fairly 
level between FY 1984 and FY 1988. 
Thus, the assumption that FY 1984 
capital costs for proprietary hospitals 
were inflated at the same rate as all 
other hospitals would be incorrect, and 
the reduction of the FY 1988 payments to 
these hospitals would probably be less 
than 4.1 percent.

In general, any observed reductions in 
FY 1988 payments do not necessarily 
imply losses for hospitals. A noncash 
expense, such as depreciation, may 
cause a hospital to show an accounting 
loss, but does not affect cash flow. Also, 
principal payments, which Medicare 
does not reimburse, would not 
significantly affect cash flow, since 
these are usually low during the initial

years after investment. Finally, hospitals 
that incur a loss in capital payments in 
FY 1988 due to a major recent 
investment will have fairly level capital 
expenses over the next ten years. Since 
the capital payments for all hospitals 
will be increased each year by the 
prospective payment system update 
factor, we would expect that a number 
of these hospitals will obtain capital 
surpluses during the transition. For 
hospitals with projected losses in the 
first year of the transition, there are a 
number of actions they can take to 
adapt their operations and spending. For 
example, hospitals could purchase less 
costly assets or refinance debt at lower 
interest rates. Also, since the present 
payment system may encourage 
hospitals to purchase assets 
prematurely, construction projects or 
acquisitions could be postponed until a 
more appropriate time.

3. Projected Distributional Effects of 
This Proposal

Recognizing that the previous analysis 
only provides a measure of central 
tendency, and fails to give an indication 
of the range of possible effects, we have 
examined the range of possible effects 
the proposed payment system may have 
on all hospitals subject to the 
prospective payment system, and 
hospitals grouped by their location in 
either urban or rural areas for the first 
year of the transition. In presenting this 
analysis, we must point out again that 
our analysis does not reflect any 
investment changes for hospitals since 
FY 1984. Table II displays both the 
absolute number of hospitals in our data 
base groups and the percent they 
comprise of the number of hospitals in 
the group under analysis.
BILLING CODE 4120-01-M
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At the national level, for the first year 
of the proposed system approximately 
39 percent of all hospitals in the data 
base would either lose or gain between 
zero and five percent compared to 
current payments for capital-related 
costs. The breakdown between those 
hospitals that would,lose between zero 
and five percent is almost identical to 
the percent of hospitals that would gain 
between zero and five percent. The 
percent of gaining hospitals is about 18 
percent, while hospitals losing payments 
equals 21 percent. Over 64 percent of 
hospitals would receive payment 
increases or decreases during the first 
year between the —10 percent and +10 
percent interval.

A similar clustering around the —5 
percent and + 5  percent interval is also 
evident among hospitals grouped by 
urban and rural locations. 
Approximately 32 percent of all rural 
hospitals fail within this interval, while 
44 percent of all urban hospitals will 
either lose or gain between zero and five 
percent. Of all rural hospitals in the data 
base, nearly 16 percent are projected to 
receive between zero and five percent 
higher payments under the proposed 
payment system for the first year 
compared to their current payment 
levels while about 17 percent of rural 
hospitals would stand to lose between 
zero and five percent of their current 
payments. Similarly, among urban 
hospitals, approximately 20 percent of 
the hospitals are projected to receive 
increases of between zero and five 
percent while about 25 percent of urban 
hospitals are expected to receive 
between zero and five percent lower 
payments.

During F Y 1988, nearly one fifth of all 
rural hospitals would receive increases 
in their payments for capital-related 
expenses of 20 percent or more, while 
only .8 percent of all rural hospitals 
would receive payment decreases of 20 
percent or greater. Slightly more than 10 
percent of urban hospitals would get 
payments of 20 percent or greater, while 
only about .5 percent would see 
decreases in their payments of 20 
percent or more. Of all hospitals under 
the prospective payment system, almost 
15 percent would have their payments 
go up by 20 percent or more, with 
slightly more than .6 percent of all 
hospitals receiving reductions of 20 
percent or more.

On the whole, based on policies and 
payment rates we are proposing for FY 
1988, more hospitals would receive 
increases in payments over current 
levels than hospitals receiving decreases 
*n their payments. Nationally, about 63 
percent of all hospitals in the data base

(71 percent of rural hospitals and 56 
percent of all urban hospitals) would 
receive increases in their capital-related 
payments in the first year.

4. Effects of Eliminating Transition for 
Capital Costs

If we were to eliminate the transition 
and immediately incorporate capital 
costs into the prospective payment 
system, a number of hospitals would 
probably have difficulty quickly 
adapting their operations to the lower 
payment levels. For example, assuming 
the projected increase in the average 
Medicare cost per case between FY 1984 
and FY 1988 is appropriate, urban 
hospitals in the East South Central 
region would experience an 11.6 percent 
reduction in their FY 1988 capital 
payments if our policy did not have a 
transition (compared to a 2.0 percent 
reduction under our policy of a ten-year 
transition). Thus, since some hospitals 
may face major capital reductions if all 
capital were incorporated immediately 
into the prospective payment system, we 
believe it is critical to provide hospitals 
a ten-year transition period to give them 
adequate time to adjust their operations 
and spending to the new payment levels.

As stated previously, the long 
transition allows hospitals to adapt their 
operations and spending in a number of 
ways. Hospitals may seek to purchase 
less costly assets or refinance debt at 
lower interest rates. Also, since the 
present payment system may encourage 
hospitals to purchase or construct assets 
earlier than necessary, hospitals could 
postpone construction projects or 
acquisitions of assets until a more 
appropriate time. Finally, hospitals that 
incur a loss in capital payments in FY 
1988 due to a major recent investment 
will have fairly level capital expenses 
over the next ten years. Since the capital 
payment for all hospitals will be 
increased each year by the prospective 
payment system update factor, we 
would expect that a number of these 
hospitals will obtain capital surpluses 
during the transition.

Table III, below, indicates the FY 1988 
impact of a policy with no transition for 
capital expenditures. We note that this 
table reflects FY 1984 capital costs and 
does not reflect changes in hospital 
investment behavior between FY 1984 
and FY 1988. It should be noted that 
hospitals with increases in payments 
may not reflect major investments 
(capital costs) made between FY 1984 
and FY 1988, thereby overstating gains 
for these hospitals. Similarly, hospitals 
that made major investments prior to FY 
1984 may have their losses overstated, 
since the increase in these hospitals' FY 
1984 Medicare capital costs per case

from FY 1984 to FY 1988 was probably 
overstated.

We want to emphasize that the table 
does not reflect our projections of 
hospital capital profits or losses in FY 
1997, when the proposed capital 
prospective system would be fully 
phased in. Given the numerous changes 
that the hospital industry will undergo in 
the next ten years, it would be highly 
speculative and inappropriate to attempt 
to project long-run impact on hospitals 
resulting from our capital proposal.

Table III.—Estimated Impact of Imme
diate Implementation of the Pro
spective  Payment S ystem  for Cap
ital-Related Co s t s  1

Number of 
hospitals2

Percent 
im pact3

All Hospitals....... 4624 0.0
Urban by 

Region:
New England... 174 33.0
Mid A tlantic.... 257 17.7
South A tlantic. 367 -3 .3
East North 

Central......... 488 -1 .3
East South 

Central......... 151 -1 1 .6
West North 

Central......... 172 -8 .1
West South

Central......... 331 -14 .1
Mountain.......... 83 -1 6 .8
Pacific.............. 446 -0 .9

Rural by Region: 
New England.... 30 45.6
Mid A tlantic..... 82 27.4
South A tlan tic.. 293 1.1
East North 

Central......... 346 -0 .1
East South 

Central......... 285 0.2
West North 

Central......... 504 4.2
West South 

Central......... 395 -3 .3
Mountain.......... 133 -7 .9
Pacific.............. 87 9.9

Urban Hospitals... 2464 -0 .7
0-99 Beds....... 603 -5 .8
100-404 Beds.. I506 -8 .1
405-684 Beds.. 302 12.1
685 +  Beds.... 58 21.2

Rural Hospitals.... 2155 3.3
0-99 Beds....... 1645 10.2
100-169 Beds.. 342 -5 .2
170 +  Beds.... I68 3.2

Teaching Status: 
Non-Teaching.. 3767 -7 .1
Resident/Bed 

Ratio, Less 
than 0.25...... 712 5.2

Resident/Bed 
Ratio, 0.25 
or Greater.... 145 28.0
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Ta b le  III.— Es t im a te d  Im pac t  o f  Im m e 
d ia te  Im p le m e n ta tio n  of th e  Pr o 
s p e c tiv e  Pa y m e n t  S y s te m  fo r  Ca p 
it a l -Re la te d  Co s ts  C ontinued

Number of 
hospitals 2

Percent
im pact3

Disproportionate
Share
Hospitals
(DSH):
No Additional 

Payments..... 3652 -2 .7
Urban DSH 

100 Beds or 
More............. 740 6.1

Urban DSH 
fewer than 
100 Beds__ 64 7.5

Rural DSH....... 168 28.2
Other Special 

Status:
Rural Referral 

Centers 
(RRCs)......... 191 4.7

Rural fewer 
than 50 
Beds...........„ 953 26.3

Type of 
Ownership: 
Voluntary...... . 2788 2.6
Proprietary....... 681 -3 0 .6
Government.... 1138 24.0

1 These estimated Medicare impacts are 
based on the assumption that there is no 
transition, and proposed capital-related pay
ments would be incorporated into the present 
prospective payment system effective October 
1, 1987. This impact reflects the budget neu
trality factor for FY 1988 and the exclusion of 
sole community hospitals.

2This column shows the number of hospi
tals in each cell of the FY 1984 hospital cost 
data base used to compute both the proposed 
payment rates and the estimated impact.

3These margins are shown as a percent 
difference between payments under the pro
posed system compared to payments under 
the current system, based on each hospital's 
FY 1984 data inflated by the estimated growth 
in Medicare capital costs per case through FY

1988, and assumes all hospitals have cost 
reporting periods corresponding to the begin
ning am i end dates of the phase-in year.

5. Effects of Standardizing the Federal 
Payment Rates by the Indirect Medical 
Education Factor and the Factor for 
Disproportionate Share Hospitals

This final section briefly examines the 
effects on hospital payments of 
standardizing by the indirect medical 
education factor and the factor for 
disproportionate share utilization. As 
discussed in section II of this preamble, 
sections 1886(a)(4) and (d)(1)(A) of the 
Act treat the exclusion or inclusion of 
capital-related costs in the prospective 
payment system, as either excluding or 
including these costs in the definition of 
inpatient operating costs. Since we are 
proposing to incorporate the payment of 
capital-related costs into the existing 
framework of the prospective payment 
system for hospital inpatient operating 
costs, under sections 1886 (a)(4) and 
(d)(1)(A) of the Act, we must 
standardize these costs for case-mix 
variations, indirect cost of medical 
education and disproportionate share, 
unless there is an appropriate reason for 
not standardizing capital-related costs 
by one or more of these factors. A 
preliminary statistical analysis indicates 
that there is reasonable analytical 
support for standardizing capital-related 
costs by the hospital case-mix index.
The evidence, however, for 
standardizing for the indirect costs of 
medical education and disproportionate 
share is inconclusive.

Since we have no strong evidence to 
suggest that it is inappropriate to 
standardize capital-related costs by the 
same factors used in standardizing 
hospital inpatient operating costs, we 
propose to standardize capital related 
costs by the indirect teaching factor,

disproportionate share, and the case- 
mix index. We will continue to examine 
the appropriateness of standardizing 
capital-related costs by these three 
factors. Below, we present rates that 
have not been standardized for indirect 
medical education and disproportionate 
share factors along with the prospective 
payment rates we are proposing for FY 
1988 in Tables 1 and 2 in Appendix A.

T a b l e  IV.— C o m p a r iso n  o f  Ca pita l-R elated  
F e d e r a l  P a ym en t  Ra t e s  No t  S tandard
ized  f o r  Dis p r o p o r t io n a t e  S h are  and 
In d irec t  C o s t s  o f  Med ic a l  E ducation 
C o m p a r e d  W ith P r o p o s e d  FY 1988 F ed
e r a l  R a t e s

Nonstandardized
rates

Standardized rales

Urban Rural Urban Rural

Plant/Fixed
Equipment........

Moveable 
Equipment........

$181.89

115.99

$180.35

87.09

$171.83

108.53

$18059

87.11

Without standardizing for indirect 
teaching and disproportionate share, the 
urban Federal payment rate for plant/ 
fixed equipment would increase from 
$171.83 to $181.89 (a 5.9 percent 
increase). Similarly, the urban national 
Federal rate for moveable equipment 
would increase from $108.53 to $115.99 
(a 6.9 percent increase). Rural rates for 
fixed and moveable are affected only 
slightly, since most teaching and 
disproportionate share hospitals are 
located in urban areas. The rural 
Federal rate for plant/fixed equipment 
would actually decrease slightly, going 
from $160.59 to $160.35 (a 0.1 percent 
decrease). The rural rate for moveable 
equipment would remain virtually 
unchanged, going from $87.11 to $87.09.
(FR Doc. 87-11425 Filed 5-15-87; 1:06 pm] 
BILUNG CODE 4120-01-M
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DEPARTMENT OF HEALTH AND 
HUMAN SERVICES

Health Care Financing Administration 
[BERC-410-PN]

Medicare Program; Changes to the 
DRG Classification System
a g e n c y : Health Care Financing 
Administration (HCFA), HHS. 
a c t io n : Proposed notice.

s u m m a r y : The regulations governing the 
prospective payment system for 
inpatient hospital services provide that 
we will periodically publish notices 
addressing changes to the Diagnosis- 
Related Group (DRG) classification 
system. We first did this in 1985, and are 
continuing that practice with this 
proposed notice.

As in previous notices, we are 
responding to comments received on the 
DRG classification system, listing 
diagnoses and procedures for which 
new identifying codes (in the coding 
system of the International 
Classification of Diseases—9th 
Edition—Clinical Modification (ICD-9- 
CM) on which DRG assignments are 
based) have been approved, and 
proposing certain changes in the DRG 
classification system to resolve some of 
the problems identified by outside 
comments and our own analysis. 
d a t e : Comments will be considered if 
we receive them at the appropriate 
address, as provided below, no later 
than 5:00 p.m. on July 20,1987.
ADDRESS: Mail comments to the 
following address: Health Care 
Financing Administration, Department 
of Health and Human Services, 
Attention: BERC-410-PN, P.O. Box 
26676, Baltimore, Maryland 21207.

If you prefer, you may deliver your 
comments to one of the following 
addresses:
Room 309 G, Hubert H. Humphrey

Building, 200 Independence Ave., SW.,
Washington, DC, or

Room 132, East High Rise Building, 6325
Security Boulevard, Baltimore,
Maryland.
In commenting, please refer to file 

code BERC-410 PN. Comments received 
timely will be available for public 
inspection as they are received, 
generally beginning approximately three 
weeks after publication of a document, 
in Room 309-G of the Department’s 
offices at 200 Independence Ave., SW., 
Washington, DC, on Monday through 
Friday of each week from 8:30 a.m to 
5:00 p.m. (phone: 202-245-7890) 
f o r  f u r t h e r  in f o r m a t io n , c o n t a c t : 
Linda Magno, (301) 594-9343.

SUPPLEMENTARY INFORMATION:

I. Background

A. Prospective Payment System— 
General

Under section 1886(d) of the Social 
Security Act (the Act), enacted by the 
Social Security Amendments of 1983 
(Pub. L. 98-21) on April 20,1983, a 
prospective payment system (PPS) for 
Medicare payment for inpatient hospital 
services was established effective with 
hospital cost reporting periods beginning 
on or after October 1,1983. Under this 
system, Medicare payment is made at a 
predetermined, specific rate for each 
discharge; that payment varies by the 
diagnosis-related group (DRG) to which 
a beneficiary’s stay is assigned. The list 
of DRGs currently contains 473 specific 
categories. All but 3 DRGs are 
categorized into 23 major diagnostic 
categories (MDCs). Most MDCs are 
based on a particular organ system of 
the body. Some, such as MDC18 
(Infections and Parasitic Diseases; 
Systemic or Unspecified Sites) and MDC 
22 (Bums), are not, because they involve 
multiple organ systems.

The formula used to calculate 
payment for a specific case takes a 
hospital's payment rate per case and 
multiplies it by the weight of the DRG to 
which the case is assigned. Each DRG 
weight represents the average resources 
required to care for cases in that 
particular DRG relative to the national 
average resources consumed per case by 
the average hospital. Thus, cases in a 
DRG with a weight of 2.0 would, on 
average, require twice as many 
resources as the average case for the 
average hospital.

B. Basic DRG Classification System
The method of classifying cases into 

DRGs for payment under the prospective 
payment system involves a number of 
steps. First, the physician enters into a 
patient’s medical record the principal 
diagnosis, any additional diagnoses, and 
any procedures performed during the 
stay. This information is expressed by 
the hospital using codes from the 
International Classification of Diseases, 
Ninth Edition, Clinical Modification 
(ICD-9-CM). The principal diagnosis, as 
many as four additional diagnoses, and 
up to three procedures are reported, 
along with a patient’s age, sex, and 
discharge status, to the hospital’s fiscal 
intermediary on the hospital's request 
for payment.

The intermediary then enters the 
information into its claims system and 
subjects it to a series of automated 
screens called the Medicare Code Editor 
(MCE). These screens are designed to

identify cases that require further 
review before classification into a DRG 
can be accomplished

After screening through the MCE and 
any further development of the claims, 
cases are classified by the GROUPER 
software program into the appropriate 
DRG. The GROUPER program was 
developed as a means of classifying 
each case into a DRG on the basis of the 
diagnoses and procedure codes and 
demographic information (that is, sex, 
age, and discharge status). It is used to 
classify past cases in order to measure 
relative hospital resource consumption 
to establish the DRG weights, and to 
classify current cases for purposes of 
determining payment.

Principal diagnosis determines MDC 
assignment Within most MDCs, cases 
are then divided into surgical DRGs 
(based on a surgical hierarchy that 
orders individual procedures or groups 
of procedures by resource intensity) and 
medical DRGs. Medical DRGs generally 
are differentiated on the basis of 
diagnosis, age, and presence or absence 
of complications or comorbidities 
(hereafter CC) only. Generally, 
GROUPER does not consider other 
procedures; that is, non-surgical 
procedures or minor surgical procedures 
generally not done in an operating room 
are not listed as operating room (OR) 
procedures in the GROUPER decision 
tables. However, there are a few non- 
OR procedures that do affect DRG 
assignment for certain principal 
diagnoses, such as extracorporeal shock 
wave lithotripsy (ESWL) for patients 
with a principal diagnosis of urinary 
stones.

C. Changes to the DRG Classifications 
and Weighting Factors
1. General.

Congress recognized that it would be 
necessary to recalculate the DRG 
relative weights periodically to account 
for changes in resource consumption In 
addition, Congress provided the 
Secretary with authority to reclassify 
diagnoses and procedures within the 
DRG system to take into account 
changes in medical technology and 
treatment patterns. Initially, section 
1886(d)(4)(C) of the Act required the 
Secretary to adjust the DRG 
classifications and weighting factors 
effective for discharges occurring in FY 
1986 and at least every four fiscal years 
thereafter. Subsequently, Congress 
amended section 1886(d)(4)(C), through 
section 9302(e) of the Omnibus Budget 
Reconciliation Act of 1986 (Pub. L. 99- 
509; October 21,1986), requiring the 
Secretary to adjust the classifications
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and weighting factors for discharges in 
F Y 1988 and at least annually thereafter. 
These adjustments are made to reflect 
changes in treatment patterns, 
technology, and any other factors that 
may change the relative use of hospital 
resources. The intention of Congress is 
that we make changes as often as 
needed to achieve the objectives of the 
prospective payment system, including 
the need to keep current with 
developments in the areas of coverage 
and medical technology.
2. Changes to the ICD-9-CM Coding 
System.

The International Classification of 
Diseases, Ninth Revision (ICD-9) is a 
classification system developed by the 
World Health Organization for 
recording morbidity and mortality 
information for statistical purposes, for 
indexing hospital records by diseases, 
and for storing and retrieving data. The 
International Classification cf Diseases, 
Ninth Revision, Clinical Modification 
(ICD-9-CM) is a system for reporting 
diagnostic information and procedures 
performed in hospitals and other types 
of health care delivery systems.

The clinical modification to ICD-9 
(that is, ICD-9-CM), was developed 
under the guidance of the National 
Center for Health Statistics (NCHS) to 
adapt the ICD-9 classification system to 
the needs of hospitals in North America. 
The modifications were intended to 
provide a mechanism to present a 
clinical picture of the patient. Thus, 
ICD-9-CM codes are more precise than 
those included in ICD-9 since greater 
precision is needed to describe the 
clinical picture of a patient than for 
statistical groupings and trend analysis.

Effective January 1979, after nearly 
two years of development by numerous 
national experts on clinical technical 
matters, the ICD-9-CM became the 
single classification system intended for 
use by hospitals in the United States. 
This system replaced several earlier 
related but somewhat dissimilar 
classification systems. Once the ICD-9- 
CM classification system was in place, 
several errors and omissions were 
noted. Consequently, in September 1980 
a second edition of ICD-9-CM was 
published. The preface to the second 
edition noted that the continuous 
maintenance of ICD-9-CM is the 
responsibility of the Federal 
government. The preface also stated 
that no future modifications to ICD-9- 
CM would be made by the Federal 
government without considering the 
opinions of representatives of major 
users of the classification system.

In September 1985, the ICD-9-CM 
Coordination and Maintenance

Committee was formed. This is a 
Federal inter-departmental committee 
charged with the mission of maintaining 
and updating the ICD-9-CM. This 
includes approving new coding changes, 
developing errata, addenda, and other 
modifications to the ICD-9-CM to 
reflect newly developed procedures and 
technologies and newly identified 
diseases. The Committee is also 
responsible for promoting the use of 
Federal and non-Federal educational 
programs and other communication 
techniques with a view toward 
standardizing coding applications and 
upgrading the quality of the 
classification system.

The Committee encourages 
participation in the above process by 
major health-related organizations. In 
this regard the Committee holds public 
meetings for discussion of educational 
issues and proposed coding changes. 
These meetings provide an opportunity 
for input into coding matters from 
representatives from recognized 
organizations in the coding fields, such 
as the American Medical Record 
Association, The American Hospital 
Association, and the Commission on 
Professional and Hospital Activities, as 
well as physicians, medical record 
administrators, and other members of 
the public. Considering the opinions 
expressed at the public meeting, the 
Committee formulates 
recommendations, which then must be 
approved by the co-chair agency heads 
(that, is, the Administrator of HCFA and 
the Director of NCHS) before adoption 
for general use.

Coding changes approved by the 
Committee and agency heads are 
published in the Federal Register and 
made available through the Government 
Printing Office (GPO). On August 29, 
1986, a notice was published (51 FR 
30914) that set forth all changes 
approved before July 1,1986. (If needed, 
a comparable notice will be published 
this year.) A correction document was 
published on October 7,1986 (51 FR 
35693).
3. The Role of ProPAC in the Analysis of 
DRGs

The Prospective Payment Assessment 
Commission (ProPAC) is directed by 
section 1886(d)(4)(D) of the Act to make 
recommendations to the Secretary with 
respect to adjustments to the DRG 
classification weighting factors and to 
report to Congress with respect to its 
evaluation of any adjustments made by 
the Secretary. (ProPAC is also directed, 
by the provisions of section 1886 (e)(2) 
and (e)(3) of the Act, to make 
recommendations to the Secretary on 
the appropriate percentage change

factor to be used in updating the 
average standardized amounts 
beginning with Federal FY 1986 and 
thereafter.) These recommendations are 
due to the Secretary no later than the 
first day of April before the beginning of 
each fiscal year. (Beginning in 1989, they 
will be due no later than the first day of 
March.) The statute requires that 
ProPAC, in making its 
recommendations, take into account 
changes in the hospital market basket, 
hospital productivity, technological and 
scientific advances, the quality of health 
care provided in hospitals, and long
term cost effectiveness in the provision 
of inpatient hospital services.

Under section 1886(e)(5) of the Act we 
are required to publish the annual report 
of ProPAC recommendations in 
conjunction with the statutorily 
mandated proposed rule setting forth the 
proposed update to standardized 
amounts and other changes to the 
prospective payment system for 
inpatient hospital services. In the 
preamble to that proposed rule, we 
discuss our responses to ProPAC’s 
recommendations in detail. However, 
certain recommendations of the April 1, 
1987 ProPAC report are specifically 
relevant to the changes in the DRG 
classification system proposed in this 
notice. In those cases, our primary 
responses are set forth in this notice 
(See section III, below) rather than in 
the separate proposed rule. See that rule 
for a reprint of ProPAC’s 
recommendations and our other 
responses.
4. Publication of Notices on DRG 
Classification Changes

On June 10,1985, we published a 
notice of proposed rulemaking (NPRM or 
proposed rule) in the Federal Register 
(50 FR 24366) to update the prospective 
payment system in general. As part of 
that NPRM, and as required by section 
1886(d)(4)(C) of the Act, we proposed to 
adjust the DRG classifications and 
weighting factors for discharges 
beginning with Federal fiscal year (FY)
1986.

On September 3,1985, we published a 
final rule in the Federal Register (50 FR 
35646) concerning the prospective 
payment system. We included in that 
rule the classification changes proposed 
in the June 10 proposed rule as we had 
modified them in response to comments 
and suggestions we received on the 
NPRM. In that final rule, we also 
established by regulation, now codified 
as 42 CFR 412.10, that we would publish 
the proposed changes (except for new 
coverage decisions) in the DRG 
classification system for public comment
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before implementing them. We also 
included some additional changes that 
followed the principles discussed in the 
proposed rule or that were similar to 
them. We indicated in the final rule that 
we could not address certain 
classification issues that were raised in 
the NPRM comment period for various 
reasons; we also noted that those 
comments would be analyzed and 
reviewed during the several months 
after publication of the September 3 
final rule and that actions on them 
would be published in a notice early in 
1986. Also, we solicited comments on 
any other proposed classification 
changes, and provided an address for 
such comments.

In keeping with that commitment, and 
in accordance with our regulations at 
§ 412.10, the following year we 
published a proposed notice in the 
Federal Register on March 13,1986 (51 
FR 8762) and a final notice on June 3, 
1986 (51 FR 20192). In those notices, we 
responded to comments received on the 
DRG classification system, discussed 
Medicare coverage changes affecting the 
DRG system, listed procedures for 
which new ICD-9-CM codes had been 
proposed, and proposed certain changes 
in the DRG classification system to 
resolve some of the problems identified 
by comments and our analysis up to that 
time.

Further classification changes, 
principally arising from 
recommendations made by ProPAC, 
were proposed on June 3,1986 (51 FR 
19970). A correction document was 
published on June 4,1986 (51 FR 20435). 
These changes, as modified by 
comments and additional analysis, were 
finalized on September 3,1986 (51 FR 
31454). A correction document was 
published on October 1,1986 (51 FR 
34980).

5. Basic References on ICD-9-CM 
Coding and the DRG Classification 
System

ICD-9-CM is published as a three 
volume set:
Volume 1—Diseases: Tabular List 
Volume 2—Diseases: Alphabetic Index 
Volume 3—Procedures: Tabular List and 

Alphabetic Index 
The three-volume set can be 

purchased from the GPO at a cost of 
$29.00 in paper, and $40.00 in hardback. 
In addition, the ICD-9-CM coding 
changes published August 29,1986 are 
also available from the GPO. Copies can 
he obtained from the Superintendent of 
Document3, U.S. Government Printing 
Office, Washington, DC 20402. The ICD- 
9-CM revisions to become effective 
October 1,1987, summarized later in this

document, also will be available from 
the GPO this fall.

Health Systems International (HSI), 
under contract with HCFA, is 
responsible for updating and 
maintaining the GROUPER program and 
related documentation used in 
processing Medicare claims under the 
prospective payment system. The 
current DRG Definitions Manual may be 
purchased for $150.00 from HSI by 
writing to their office at 100 Broadway, 
New Haven, Connecticut 06511. The 
DRG Definitions Manual for F Y 1988, 
which will include the changes proposed 
in this document as finalized in response 
to public comment, will be available in 
September, 1987 at a yet-to-be 
determined price.

The most recent list of DRGs, 
including their titles, relative weights, 
mean length of stay, and outlier 
thresholds, is that published in 
September 3,1986 at 51 FR 31561. Due to 
the length and detail of that list, it is not 
feasible to reprint it here. However, for 
the convenience of the reader, we are 
providing the following list of the MDCs. 
By reference to this list, we are also able 
to simplify the later discussion by 
referring to each MDC by number alone.

Table I.—Major Diagnostic Categories

1— Diseases and Disorders of the Nervous
System..................... ....... ...............  .........

2— Diseases and Disorders of the Eye.......
3— Diseases and Disorders of the Ear, Nose,
and Throat........................................

4— Diseases and Disorders of the Respirato
ry System........................................................

5— Diseases and Disorders of the Circulato
ry System.~__ ._______ ___

6— Diseases and Disorders of the Digestive
System..........................................................

7— Diseases and Disorders of the Hepatobi
liary System and Pancreas...........................

8— Diseases and Disorders of the Musculo
skeletal System and Connective Tissue......

9— Diseases and Disorders of the Skin, Sub
cutaneous Tissue and Breast....«...................

10— Endocrine, Nutritional and Metabolic
Diseases and Disorders__ __ __ ____ ___

11— Diseases and Disorders of the Kidney
and Urinary Tract..............................

12— Diseases and Disorders of the Male Re
productive System......................... ...............

13— Diseases and Disorders of the Female
Reproductive System........................«...........

14— Pregnancy, Childbirth and Puerperium.
15— Newborns and Other Neonates With

Conditions Originating in the Perinatal 
Period........................„.................... ...............

16— Diseases and Disorders of Blood and
Blood Forming Organs and Immunological 
Disorders.«.«..«.............................................

17— Myeloproliferative Diseases and Disor
ders, and Poorly Differentiated Neoplasms.

18— Infections and Parasitic Diseases (Sys
temic and Unspecified Sites)...«..«................

19— Mental Diseases and Disorders.............

Table I.—M ajor Diagnostic Categories—  
Continued

20— Alcohol/Drug Use and Alcohol/Drug In
duced Organic Mental Disorders__________

21— Injuries, Poisonings and Toxic Effects of
Drugs...............................................

22— Bums....... ...............................................
23— Factors Influencing Health Status and

Other Contacts With Health Services...........

II. Public Comments

In addition to the opportunity for 
public comment afforded by 
publications of notices such as this, we 
maintain an address for public 
comments and suggestions year-round. 
Specific questions concerning the DRG 
classification system and suggestions for 
DRG changes should be addressed to: 
HCFA, Grouper Changes, P.O. Box 
26681, Baltimore, Maryland 21207.

Comments that we have received 
through this address since publication of 
the June 3,1986 notice have been 
considered in analyzing the issues 
discussed below.

III. 1987 ProPAC Recommendations 
Discussed in this Notice

On April 1,1987, ProPAC issued its 
third annual Report and 
Recommendations to the Secretary of 
the U.S. Department of Health and 
Human Services. Certain 
recommendations of that report dealt 
with issues of patient and DRG 
classification that are relevant to this 
notice. Although our responses to 
ProPAC’s recommendations generally 
may be found in the separately 
published proposed rule on changes to 
the prospective payment system, these 
particular recommendations are more 
appropriately responded to in this 
document.

A summary of these ProPAC 
recommendations follows, with an 
indication after each summary of the 
section of this notice in which our 
response to that recommendation may 
be found.

• Recommendation 21: The Use of 
Patient Age in Defining DRGs.

DRGs should not be defined based on 
the current variable of age greater than 
69 and/or presence of a complication or 
comorbidity (CC). The commission 
believes that the resource use for 
Medicare patients 70 years or older 
without a CC is significantly lower than 
for cases with CCs. DRGs should be 
defined on the basis of the presence or 
absence of a CC, regardless of age. The 
Secretary should implement this change 
for DRGs that currently split on age and
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CC, and should determine whether other 
DRGs should also be split on CC.

—See section V.A. for how we 
propose to implement this 
recommendation.

• Recommendation 22: Improving the 
Use o f Com plications and Com orbidities 
in Defining DRGs.

The Secretary should revise the 
current list of complications and 
comorbidities, and its use in defining 
DRGs, to ensure more appropriate 
grouping of Medicare cases for payment 
under the prospective payment system. 
The Secretary should evaluate several 
possible approaches, including the 
development of Major Diagnostic 
Category (MDC)- or DRG-specific CCs 
on the basis of resource intensity, and 
the specification of levels of complexity 
among the CCs.
— See section V.B. for our initial 

proposals to improve the use of CCs.
• Recommendation 24: Improving 

GROUPER Logic and ICD-9-CM  
Coding.

The Secretary should develop and 
implement changes to ICD-9-CM and 
the use of these codes by the DRG 
GROUPER. Specifically, the Secretary 
should evaluate how the GROUPER 
recognizes ICD-9-CM guidelines and 
make revisions where necessary to 
ensure more accurate DRG assignment. 
More consistant coding guidelines 
should be developed for the selection of 
principal diagnosis and sequencing of 
other diagnoses. Further, noted 
deficiencies in the ICD-9-CM coding 
system should be addressed in the next 
revision (ICD-10). Finally, the Secretary 
should review all the codes in Chapter 
16 of the coding system to establish 
consistent coding rules and guidelines 
and help ensure more appropriate DRG 
assignment.
—We agree that consistent and 

appropriate ICD-9-CM coding is 
essential for accurate DRG 
classification of cases, and believe the 
ICD-9-CM Coordination and 
Maintenance Committee should 
address the particular concerns raised 
by ProPAC. To date, however, 
development and dissemination of 
coding guidelines have been handled 
by the hospital industry. We have 
been striving to improve the quality of 
coding in the health care system 
through the Coordination and 
Maintenance Committee, review of 
bills by PROs, and liaison with the 
coding industry.
A number of the proposals discussed 

below, such as refinement of the 
treatment of CCs, would improve the 
GROUPER logic with respect to coding 
practices. However, the level of

refinement apparently contemplated in 
the ProPAC recommendation will not be 
easily or quickly achieved, dependent as 
it is on developing consensus on 
associated guidelines, conventions, and 
practices among experts, the industry 
and payers such as us. Nonetheless, we 
continue to devote resources to making 
needed improvement, and we encourage 
specific suggestions for improvements. 
Those suggestions may be submitted to 
the address in section II, above, or to 
both of the following addresses:
Ms. Sue Meads, National Center for 

Health Statistics, Room 2-19 Center 
Building, 3700 East-West Highway, 
Hyattsville, Maryland 20782 

Ms Patricia Brooks, Health Care 
Financing Administration, Bureau of 
Data Management and Strategy, Room 
G-A-2 Meadows East Building, 6325 
Security Boulevard, Baltimore, 
Maryland 21207
• Recommendation 25: Temporary 

DRG fo r  the Im plantable D efibrillator
Implantable defibrillator cases should 

be assigned to a new, temporary, 
device-specific DRG.
—See sections IV.C.6. for our alternative 

proposal for temporary assignment of 
these cases.
• Recom m endation 26: Temporary 

DRG fo r  the C ochlear Implant
Cochlear implant cases should be 

assigned to a temporary, device-specific 
DRG.
—See section IV.A. for our reasons for 

not accepting this recommendation.
IV. Discussion of Comments Affecting a 
Particular MDC

A. MDC 3
As noted in Recommendation 26, 

ProPAC is concerned that classification 
of cochlear implant cases into DRG 49 
(Major Head and Neck Procedures) is 
inappropriate, both in terms of resource 
consumption and clinical coherence. 
ProPAC believes that assigning cochlear 
implant cases to a new, temporary DRG 
for 3 years would allow HCFA and 
ProPAC to better evaluate the costs of 
cochlear implants and payments to 
hospitals. _

We agree that cochlear implant cases 
are not clinically coherent with other 
cases assigned to DRG 49. As ProPAC 
correctly reported, the kinds of resource 
use associated with major head and 
neck procedures is significantly different 
from cochlear implant cases. However, 
based on the only Medicare data 
available to date, there would be no 
material difference in the weighting 
factors for a new cochlear implant DRG 
and for the existing DRG 49. That is, the 
FY 87 early PATBILL data showed less 
than a six hundred dollar difference (5

percent) in the average standardized 
charges (hereafter referred to simply as 
average charges) between cochlear 
implant cases and the other cases in 
DRG 49. In addition, we find no merit to 
the allegation that the establishment of 
a new DRG would facilitate evaluation 
of the cochlear implant issue. Three 
unique ICD-9 CM codes for cochlear 
implant procedures were approved and 
became effective October 1,1986. These 
procedure codes can be tracked and 
data evaluated just as easily, regardless 
of whether the case showing these codes 
are in DRG 49 or some other new DRG.

Finally, there have not as yet been 
enough Medicare claims to allow us to 
calculate a statistically meaningful 
weighting factor. Consequently, we are 
not adopting this ProPAC 
recommendation at this time. We will 
continue to evaluate the issue as more 
Medicare data become available. We 
will further consider ProPAC’s 
recommendation for the FY 1989 
classification changes.

B.M DC4
We have received several comments 

that payments under the DRG 
classification system have failed to 
recognize the higher costs of patients 
that require mechanical ventilation. 
Further, there have been numerous 
comments that current coding guidelines 
for coding respiratory failure result in 
many severely ill patients requiring 
mechanical ventilation being classified 
into inappropriately low-weighted DRGs 
throughout MDC 4. This dispersion of 
such resource-intensive cases over 
several DRGs tends to dilute the impact 
of mechanical ventilation on the average 
resource utilization of patients with 
respiratory diseases.

In reviewing the FY 1985 PATBILL 
data, we found that cases involving 
mechanical ventilation had average 
charges that were 2 to 10 times the 
average charge for other patients in the 
same DRG for each DRG of MDC 4. 
Although there were substantial 
differences in the average charge of 
ventilator dependent patients between 
the DRGs evaluated, these differences 
are minimal in comparison to the 
differences between the average charge 
for ventilated patents as compared to 
non-ventilated patients in each DRG in 
MDC 4.

In further evaluating the cases 
requiring ventilation, we noted a 
significant difference in use of resources 
between those patients for whom 
ventilator access was achieved through 
endotrachial intubation as opposed to 
tracheostomy The average charge for 
cases involving tracheostomies was



£g^graJjRegster^ VoL 52, No. 96 /  Tuesday, May 19, 1987 /  Notices 18881
three times the average charge for other 
ventilator cases. Our medical 
consultants speculate that this relates 
primarily to ventilator time as opposed 
to actual resource difference associated 
with creating access. That is, in patients 
expected to be ventilated for extended 
periods of time, tracheostomy is the 
preferred access due to irritations of the 
larynx frequently caused by prolonged 
endotracheal intubation.

We believe it is appropriate for the 
DRG classification system to recognize 
the higher resources associated with 
mechanical ventilation of patients with 
a principal diagnosis of diseases and 
disorders of the respiratory system. 
Further, we wish to recognize the 
significant difference in use of resources 
in ventilator cases related to access. 
Consequently, we are proposing to 
create two new DRGs for MDC 4. Cases 
presenting a principal diagnosis in MDC 
4 and one of the tracheostomy 
procedure codes (31.1, Temporary 
tracheostomy, 31.21, Mediastinal 
tracheostomy, 31.29, Other permanent 
tracheostomy) would be assigned to 
new DRG 474. This DRG would be 
ordered above all other DRGs in MDC 4, 
including the surgical DRGs.

Procedure code 31.1, Temporary 
tracheostomy, would remain a non-OR 
procedure. We recognize this is 
somewhat inconsistent with the general 
framework of the DRG classification 
system with respect to the c ommingling 
of surgical and medical cases. However, 
in this instance the tracheostomy 
procedure codes serve as a proxy for 
data that are not currently available 
through the Medicare claim form; that is, 
time of ventilation. We believe it is 
appropriate, in this case, for the DRG 
classification system to recognize this 
highly resource-intensive procedure 
regardless of whether the patient was 
otherwise treated surgically or not.

We are also proposing to create a new 
DRG for cases involving mechanical 
ventilation through endotrachial 
intubation. A new medical DRG, 475, 
would be established for cases 
presenting a principal diagnosis 
assigned to MDC 4 and showing both of 
non-OR procedure codes 93.92, Other 
mechanical assistance to respiration, 
and 96.04, Insertion of endotrachial tube.

The majority of cases involving 
surgery for respiratory diagnosis are 
routinely intubated endotrachially, if 
°nly on a prophylactic basis. This 
procedure is considered a part of the 
surgery and is not normally coded. 
However, the weighting factor for 
surgical DRGs already account for the 
resources involved in intubating the 
Patients. The new DRG 475 is intended 
0 recognize the resources associated

with mechanical ventilation of non 
surgical cases. Such ventilation is likely 
to be of a longer duration than surgical 
or post surgical intubation and 
therefore, may be more resource 
intensive. Consequently, the GROUPER 
logic will assign cases to DRG 475 only 
if no surgical procedure is performed.

We expect that the weighting factors 
for both of the new proposed DRGs 
would be quite high. We are somewhat 
concerned with the impact of this 
change on quality of care, physician 
practice patterns and medical coding. 
We intend that in the future Utilization 
and Quality Control Peer Review 
Organizations (PROs) will be targeting 
DRGs 474 and 475 for review to assure 
that no Medicare patients are subjected 
to unnecessary procedures in order for 
hospitals to obtain increased payment. 
Finally, we wish to emphasize that we 
view creation of these DRGs as an 
interim measure. We intend to continue 
to monitor this issue, consider necessary 
coding refinements, and further evaluate 
ventilator cases across other MDCs.
C. MDC 5
1. Major Vessel Resection with 
Replacement

Procedure codes 38.46, Abdominal 
artery resection with replacement, 38.47, 
Abdominal vein resection with 
replacement and 38.48, Lower limb 
artery resection with replacement, are 
currently classified to DRG 112,
Vascular Procedures Except Major 
Reconstruction Without Pump, for 
patients with a principal diagnosis of 
circulatory disorders. Our medical 
consultants have advised us that these 
procedures are similar, from both 
clinical and resource perspectives, to 
procedures coded 38.36, Abdominal 
artery resection with anastomosis, 38.37 
Abdominal vein resection with 
anastomosis, and 38.38, Lower limb 
artery resection with anastomosis. 
Therefore, these procedures should be 
treated similarly by the DRG 
classification system.

Data analysis supports our physician 
consultants recommendation and further 
shows that the resources associated 
with the procedure are more closely 
related to DRGs 110 and 111, Major 
Reconstruction Vascular Procedure 
Without Pump, Age 69 and/or CC and 
Age Under 70 without CC, respectively. 
Consequently, we propose to assign 
procedure codes 38.46,38.47, and 38.48 
to DRGs 110 and 111 and remove them 
from DRG 112.

2. Malignant Hypertension
One commenter noted that malignant 

and benign types of hypertension

diseases are classified into a single 
DRG, 134, Hypertension. The commenter 
alleges that patients with malignant 
hypertension are more severely ill and 
require much more resources to treat.

To evaluate this commenter's 
hypothesis, we pulled all cases with a 
principal diagnosis of some form of 
malignant hypertension from DRG 134 
(diagnosis codes 401.0, 402.00, 404.0, 
405.01, and 405.09). We found 28 percent 
of the cases in DRG 134 involved 
malignant hypertension. However, the 
average charge for such cases was only 
slightly higher (7 percent) than the 
average charge for all cases in DRG 134. 
Based on such minimal differences in 
resources, we find no basis for 
reclassification of malignant 
hypertension.

3. Acute myocardial infarction
Two issues have been raised with 

respect to the acute myocardial 
infarction (AMI) DRGs (121,122, and 
123). First, several commenters noted 
that while other circulatory disorder 
DRGs have been split to recognize 
cardiac catheterization and 
angiography, the AMI cases are not. The 
commenters stated that this results in 
systematic underpayments on AMI 
cases involving cardiac catheterization. 
Other commenters noted that the 
organization of the AMI cases 
recognizes cardiovascular complications 
only. One commenter believes any 
secondary diagnosis on the list of CCs 
should affect classification of AMI 
cases.

In evaluating these issues, we used 
data from the 1985 PATBILL file for all 
cases assigned to DRGs 121,122, and 
123. With respect to the catheterization 
issue, we found that such cases were in 
fact more expensive than the mean 
charge for each of the AMI DRGs. 
However, the number of cardiac 
catheterization cases in each DRG is 
small, comprising only 5,9, and 3 
percent of DRGs 121,122, and 123, 
respectively. Similarly, we found 
support for the commenter’s hypothesis 
that presence of CCs, other than those 
diagnoses considered cardiovascular 
complications, increased use of hospital 
resources. The average charge for cases 
presenting non-cardiovascular 
complication were 11,14, and 31 percent 
higher than the mean charges for DRGs 
121,122, and 123, respectively.

Although both comments have noted 
issues that merit further consideration, 
we are not proposing DRG classification 
changes at this time. We do not believe 
it is appropriate or necessary to 
maintain nine DRGs for AMI cases. 
Further, we note that due to the ICD-9-
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CM guidelines, many cases reported 
with AMI diagnoses do not represent 
cases of current, documented 
myocardial infarction. That is, coding 
guidelines permit coding of AMI in cases 
in which a patient has had an infarction 
within eight weeks, or in which an AMI 
is the suspected diagnosis. Rather than 
act hastily in establishing a multitude of 
AMI DRGs to respond to co-occurrences 
that appear to influence use of resources 
in AMI cases, we believe the most 
justifiable action at this time is to work 
with the ICD-9-CM user community to 
develop more specific guidelines for use 
of AMI diagnoses codes. We also intend 
to-continue our analysis of this issue 
with the expectation of developing a 
classification methodology that would 
capture the factors that significantly 
contribute to resource utilization in AMI 
cases without increasing the number of 
DRGs significantly.

4. Adding a CC to DRG124

For assignment to DRG 124,
Circulatory Disorders Except AMI with 
Cardiac Catheterization and Complex 
Diagnosis, patients must present one or 
more complex cardiac diagnoses. 
Presently, congestive heart failure and 
left heart failure are considered complex 
diagnoses. However, Heart failure, 
unspecified, diagnosis code 428.9, is not.

Our medical consultants have advised 
us that both specific and non-specific 
heart failure are complex diagnoses. In 
this regard, we note that Heart failure, 
not otherwise specified (NOS) is already 
considered a significant complication in 
MDC 5 with respect to AMI patients 
assigned to DRG 121. Thus, we propose 
to add diagnosis code 428.9 to the 
diagnoses included in DRG 124.

5. Pacemakers
In its April 1986 report, ProPAC had 

recommended that separate DRGs be 
created for single chamber pacemakers 
and dual chamber or functionally similar 
devices. In response to ProPAC's 
recommendation, we stated that ICD-9- 
CM procedure coding in use at that time 
did not permit implementation of the 
recommendation, nor did it provide 
enough information to allow for in-depth 
evaluation of the proposal. However, we 
did revise the classification scheme 
related to pacemaker pulse generator 
replacements. Further, we stated that 
we would be working toward 
modification of the ICD-9-CM 
procedure codes so that they may more 
accurately identify pacemaker 
procedures. We also promised to seek 
data to evaluate the need for 
classification changes in the pacemaker 
DRGs (115 through 118).

New ICD-9-CM procedure codes have 
been recommended by the ICD-9-CM 
Coordination and Maintenance 
Committee and approved for use 
effective October 1,1987. These codes 
are presented in section VI. D. below.
The use of these new codes will assure 
ongoing data collection on pacemakers 
by type of device and will allow for 
future modification of the DRG 
classification system, if necessary, to 
take into account significant differences 
in pacemaker devices.

With respect to data analysis, we 
were able to differentiate a sample of 
PATBILL claims data by type of 
pacemaker device through cross
matching with data on the pacemaker 
registry file. Like ProPAC, we found the 
average charge for dual chamber 
pacemaker implants was approximately 
$2,000 higher than single chamber cases. 
However, we found the percentage of 
the Medicare beneficiary population 
receiving dual chamber devices to be 
substantially smaller (14 percent) than 
that estimated by ProPAC (25 percent).

Although we found a substantial 
difference in the mean charges when we 
separated pacemaker cases by type of 
device, we noted little to no 
improvement in the coefficient of 
variation in the reconfigured DRGs. W e 
believe this to be related to the fact that 
there is a broad continuum of 
pacemaker device charges. That is, there 
is a large range of charges for both 
single and dual chamber devices, with 
the charges for the more expensive 
single chamber devices being very 
similar to the less expensive dual 
chamber devices.

W e also evaluated patient 
characteristic information available 
through Medicare claims forms to 
attempt to identify whether there were 
any indications that course of care 
differed materially between the two 
types of devices. W e concluded that 
none of the variables studies (for 
example, complications, comorbidity, 
discharge status) differed significantly 
between the two groups of patients.

Consequently, we are not proposing 
classification changes in the pacemaker 
DRGs at this time. Given the broad 
continuum of charges for pacemaker 
devices, there would be little to no 
improvement in the coefficient of 
variation in the pacemaker DRGs if they 
were reconfigured. The concern that 
prompted ProPAC’s past 
recommendation to sub-divide the 
pacemaker DRGs was the fear that the 
payment scheme would provide an 
incentive to utilize incentive to furnish 
substandard care; that is, use single 
chamber devices in lieu of dual chamber

devices. Given that the amount of 
variation in charges is not materially 
different under the suggested 
reconfiguration, this same degree of 
incentivé to provide substandard care, if 
it exists at all, would remain under the 
reclassification. That is, the 
reclassification could be viewed by 
some hospitals as an incentive to utilize 
inexpensive devices of presumably 
poorer quality. This could potentially 
result in increased program costs 
through more replacement procedures 
and present a hardship upon 
beneficiaries, if the less expensive 
devices proved to be of poorer quality.

We should point out that ProPAC also 
further evaluated the pacemaker DRGs. 
Upon further analysis, it also noted the 
broad continuum of charges for 
pacemaker devices, and that due to 
group purchasing, volume discounts, 
variable mark-up, etc., it was difficult to 
ascertain the cost of various pacemaker 
devices. ProPAC voted to continue 
analysis of the pacemaker issue and to 
temporarily delay further 
recommendations in this regard.

6. Defibrillators
In Recommendation 25 of its April 

1987 report to the Secretary, ProPAC has 
restated its previous recommendation 
that automatic implantable cardioverter 
defibrillator (AICD) cases be assigned to 
a unique DRG. In its discussion 
concerning this issue, ProPAC again 
noted that cardioverter defibrillator 
implants were not clinically consistent 
with other cases assigned to DRG 104, 
Cardiac Valve Procedure With Pump 
and With Cardiac Catheterization. They 
also expressed some concerns that DRG 
104 assignment of AICD cases may 
result in excessive payments to 
hospitals.

In addition, during 1986 "An Analysis 
of the Inpatient Hospital Costs and 
Charges Associated with Implantation 
of the Automatic Implantable 
Cardioverter Defibrillator” was 
conducted under contract by the AICD 
manufacturer. This study concluded that 
payment at DRG 104 for initial implants 
was appropriate, but that assignment to 
DRG 117 for replacement procedures 
results in inappropriately low payments. 
Furthér, the study concluded that a 
separate DRG may be indicated for 
cases involving other concurrent surgery 
or electrophysiologic studies.

New unique ICD—9-CM procedure 
codes for AICD implants became 
effective October 1,1986. Consequently, 
we were able to search early PATBILL 
data for information pertaining to 
Medicare utilization and costs. We 
found a significant difference in charges
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for AICD cases. AICD implants 
involving cardiac catheterization (and, 
presumably, electrophysiological 
studies) duripg the same admission as 
the implantation showed charges that 
were more than twice as high as charges 
for implants without catheterization. 
Moreover, AICD replacements showed 
charges 47 percent lower than initial 
implants without catheterization arid 74 
percent lower than initial implants 
involving catheterization.

There is merit to ProPAC’s concern 
that AICD cases are not clinically 
consistent with other cases assigned to 
DRG 104. There also appears to be merit 
to their concern that DRG 104 results in 
excess payments for AICD total system 
implants. That is, the average charge for 
AICD initial implants in orir PATBILL 
file was approximately 24 percent lower 
than the average charge for DRG 104. 
However, given the large degree o f 
variation in charges for AICD implants, 
we do not believe it is appropriate to 
assign these cases to a single nevy DRG. 
Further, given the minimal number of 
AICD cases, we consider it 
inappropriate to create multiple new 
DRGs.

Instead, we propose to alter 
somewhat the current classification of 
AICD cases. Our data show that AICD 
total system implants with cardiac 
catheterization procedure codes were 
very similar in charges to DRG 104 
cases. Thus, we propose to continue to 
assign such cases to this DRG. However, 
those AICD cases without 
catheterization, for which 
electrophysiological testing was 
presumably performed prior to the 
admission involving the implant, were 
significantly less expensive. We believe 
it is appropriate to allow the otherwise 
applicable GROUPER logic for the DRG 
pair 104/105 to take place. That is, AICD 
total system implants will be classified 
differently in recognition of cardiac 
catheterization procedures just as are all 
other surgical procedures assigned to 
DRG 104. Consequently, we propose to 
assign AICD total system implant cases 
without cardiac catheterization to DRG 
105.

Further, we found that classification 
of AICD replacements to DRG 117 does, 
as the manufacturer's study alleges, 
result in significant underpayment.
AICD replacement procedures were, on 
average, 98 percent higher than the 
average case assigned to DRG 117 in our 
data file. We believe DRG 120 is the 
most appropriate classification in MDC 
5, from both clinical and resource use 
perspectives. Therefore, we propose to 
assign procedure codes 37.95 through 
37.98, implant or replacement of

cardiodefibrillator leads or generator, to 
DRG 120 and remove them from DRG 
117.

W e must emphasize that this 
proposed reclassification of AICD cases 
is solely an interim measure. The data 
used in evaluating this issue were 
minimal. W e will continue to monitor 
Medicare payment for AICD implants 
and further evaluate the issue as more 
data become available.

D. MDC 6

1. Reassignment of Ulcer Diagnosis 
Code

Diagnosis code 531.70, Chronic gastric 
ulcer without mention of hemorrhage, 
perforation or obstruction, is presently 
assigned to DRG 176, Complicated 
Peptic Ulcer. However, all other 
diagnoses assigned to this DRG report 
findings of either perforation, 
obstruction, or both. Further, other types 
of peptic ulcer diagnoses presenting 
neither perforation nor obstruction have 
been assigned to DRGs 177 and 178, 
uncomplicated peptic ulcer.

Based on the advice of our medical 
consultants, we propose to remove 
diagnosis code 531.70 from DRG 176 and 
reassign it to DRGs 177 and 178. This 
change would improve the clinical 
consistency of the DRGs in MDC 6.

2. No Change in the Classification of 
Bowel Procedures

We received several letters alleging 
that there are problems in the 
classification of major small and large 
bowel procedures, DRGs 148 and 149. 
None of the commenters noted specific 
types of cases or procedures that 
seemed to be causing problems, nor did 
they recommend changes.

We began our evaluation of this issue 
by looking at general statistical data on 
the DRGs. Both of the DRGs showed a 
coefficient of variation similar to the 
mean for the DRG classification 
structure. In fact, DRG 149 presents 
substantially less variation than is 
typical of the DRGs generally. However, 
given the interest in this DRG pair, we 
decided to study the issue in more 
detail.

Noting that there are 57 different 
procedures assigned to this DRG, we 
suspected that there might be significant 
differences in resources associated by 
procedure types. We gathered data on 
freguency, mean charges, average length 
of stay, and statistical measures of 
variation for each procedure by patient 
sex. We found that 77 percent of the 
cases in DRG 148 were accounted for by 
only 13 different procedures. Further, 2 
procedures, 45.73, Right hemicolectomy, 
and 45.76, Sigmoidectomy, accounted for

43 percent of the cases in this DRG. 
Thus, the mean charge for the DRG is 
substantially influenced by the 
resources associated with these 
procedures.

In further evaluating mean charges for 
the most frequently occurring 
procedures, we found all but 2 
procedures fell within 20 percent of the 
mean charge for the DRG. Those two 
procedures accounted for only 11 
percent of the cases in DRG 148 and 
only 7 percent of those in DRG 149. 
Without further specific information 
from commenters identifying more 
precisely what classification changes 
they believe are necessary, we can only 
conclude that the problems being 
experienced by the commenters are 
arising from isolated high cost cases or 
from practice patterns that are 
idiosyncratic to a particular area. 
National data indicate no significant 
classification problems in the major 
bowel procedures DRGs.

E. MDC 8
1. Hamartoma

Diagnosis code 759.6, Hamartoma, is a 
non-neoplastic tissue overgrowth. 
Presently, this code is assigned to MDC 
17, Myeloproliferative and poorly 
differentiated neoplasms. Since 
hamartoma is non-neoplastic, we 
believe such classification is not 
clinically consistent. We propose to 
remove the code from MDC 17, DRGs 
406,407, 408, 413 and 414, and to add 
this diagnosis to MDC 8. When treated 
medically, hamartoma would be 
assigned to DRG 256, Other 
Musculoskeletal System and Connective 
Tissue Diagnoses. When surgical 
intervention is necessary for this 
diagnosis, we would expect procedure 
code 32.29, Other local excision or 
destruction of lesion or tissue of lung, to 
be reported. Thus, we are also proposing 
to add procedure code 32.29 to DRGs 233 
and 234, Other musculoskeletal and 
connective tissue procedures, in order to 
avoid inappropriate assignment to DRG 
468.

2. Certain femur procedures

Procedure code 79.95, Unspecified 
operation on femur bone injury, is 
currently assigned to DRGs 218 through 
220. However, the titles of these DRGs 
specifically exclude hip, foot and femur 
procedures. Consequently, for clinical 
consistency, we are proposing to 
reassign the procedure to DRGs 210 
through 212, Hip and Femur Procedures 
Except Major Joint. However, we should 
point out that code 79.95 is an extremely 
vague classification category. We
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anticipate that it would be unusual for 
the medical record to fail to specify the 
procedure performed.

F.M D C9
1. Cellulitis of finger, toe, and digit

DRGs 263 and 264 (Skin Grafts and/or 
Debridement of Ulcer or Cellulitis; Age 
Greater than 69 and/or CC, and Age 
Under 70 without CC, respectively) are 
assigned when a patient has a principal 
diagnosis of cellulitis or skin ulcer that 
is treated with wound debridement or 
skin graft. We noted that cellulitis of the 
finger, toe, and digit had inadvertently 
been omitted from the diagnoses 
assigned to DRGs 263 and 264. Further, 
our medical consultants have advised us 
that onychia of the finger and toe, as 
well as felon, are forms of cellulitis that 
may in certain situations appropriately 
be treated with debridement or skin 
graft. Consequently, we are proposing to 
add the following diagnoses to the list of 
principal diagnoses that may result in 
assignment to DRGs 263 and 264.
681.00 Cellulitis and abscess of finger, 

unspecified
681.01 Felon
681.02 Onychia and paronychia of 

finger
681.10 Cellulitis and abscess of toe, 

unspecified
681.11 Onychia and paronychia of toe 
681.9 Cellulitis and abscess of

unspecified digit
2. Infected abrasion or friction burn of 
face, neck, and scalp

Diagnosis code 910.1, Abrasion or 
friction burn of face, neck, and scalp 
except eye, infected, is currently 
assigned to DRGs 280 through 282 
(Trauma to the Skin, Subcutaneous 
Tissue and Breast; Age Greater Than 69 
and/or CC, Age 18-69 Without CC, and 
age 0-17, respectively). Other diagnosis 
codes for infected skin conditions have 
been assigned to DRGs 277 through 279 
(Cellulitis, Age Greater Than 69 and/or 
CC, Age 18-69 Without CC, and Age 0 - 
17, respectively). We believe it is 
appropriate to assign diagnosis code 
910.1 to DRGs 277-279 along with other 
diagnoses for infections. We are 
proposing to remove the code from 
DRGs 280-283.

G. MDC n
Diagnosis code 581.9, Nephrotic 

syndrome with unspecified pathological 
lesion in kidney, is currently assigned to 
DRGs 325 through 327, Kidney and 
Urinary Signs and Symptoms. However, 
all other diagnosis codes for nephrotic 
syndrome, 581.0 through 581-39, are 
assigned to DRGs 331 through 333, Other 
Kidney and Urinary Tract Diagnoses.

Although code 581.9 is non-specific, we 
do not believe it is appropriately 
classified as a sign or symptom.
Therefore, we propose to remove it from 
DRGs 325-327 and place it in DRGs 331- 
333.

H. MDC 18
Diagnosis code 785.59, Shock without 

mention of trauma, not elsewhere 
classified, is currently assigned to MDC 
5 with unspecified shock and 
cardiogenic shock. However, based on 
ICD-9-CM coding guidelines and 
indexing, this code primarily is used to 
report shock arising from infectious 
diseases. For example, coding 
instructions provide for reporting of this 
code for endotoxic shock, gram negative 
shock, and septic shock. Given that most 
cases reporting this diagnosis do not 
present diseases and disorders of the 
circulatory system, we propose to 
remove code 785.59 from MDC 5 and 
reassign the condition to MDC 18. Non- 
surgical cases will be classified into 
DRGs 416 and 417, Septicemia.

/. MDC 20
I . Refinement of alcohol/drug DRGs

When the DRG classification system 
initially came into use under the 
prospective payment system, there was 
concern that the organization of the 
DRGs for alcohol and drug use was 
inappropriate. We agreed to temporarily 
exclude alcohol/drug hospitals and 
units while we studied the issue further. 
In the September 3,1985 Federal 
Register, we modified the DRG 
classification of alcohol/drug cases.

Although there was general consensus 
that the revised alcohol/drug DRGs 
were an improvement over the original 
classification scheme, there remained 
concern with the classification. 
Commenters noted coding difficulties 
and questioned the completeness of the 
rehabilitation and detoxification 
procedure data used to set the weighting 
factors. The Alcohol, Drug Abuse and 
Mental Health Administration 
(ADAMHA) conducted an independent 
study of the DRG classification issue. 
The evaluation process involved- 
selecting a  sample of claims and 
reabstracting the data to assure claims 
were coded in accordance with »current 
guidelines. Based on its analysis, 
ADAMHA recommended further 
refinement in the structure of the DRGs 
to distinguish between patients with 
CCs not related to MDC 30, and patients 
presenting only MDC 20 diagnoses. 
Using the FY 1985 and FY 1986 PATB1LL 
files, we modeled the reconfigurations 
suggested by ADAMHA’*  research and 
have concluded that further DRG

classification changes are appropriate. 
Alcohol/drug hospitals and units have 
been excluded from the prospective 
payment system while we and 
ADAMHA studied the appropriateness 
of the aicohol/drug DRGs. However, 
their exclusion is expected to expire at 
the end of this cycle of cost reporting 
periods. That is, under current 
regulations, formerly excluded alcohol/ 
drug hospitals and units will begin to 
enter the prospective payment system, 
and be paid under the appropriate 
DRGs, effective with cost reporting 
periods beginning on or after October 1,
1987. Because of the importance of this 
change, details on the proposed 
reclassification of the DRGs in MDC 20 
have been included in the separate 
proposed rule setting forth the FY 1988 
changes for the prospective payment 
system, rather than this notice.
2 Addition of drug diagnoses to CC list

Most drug abuse and dependency 
diagnoses are currently included on the 
list of CCs. However, we noted that 
several diagnoses, such as those 
involving cocaine, hallucinogens, and 
unspecified drugs, have been omitted 
from the listing. We believe that abuse 
of or dependence on these drugs, as with 
those currently included on the CC list, 
would alter the course of care when 
present in a patient with a principal 
diagnosis not related to alcohol or drug 
abuse or dependency. Consequently, we 
propose to add the following diagnoses 
to the list of CCs.

304.20 Cocaine dependency, 
unspecified

304.21 Cocaine dependency, 
continuous

304.22 Cocaine dependency, episodic
304.50 Hallucinogen dependency, 

unspecified
304.51 Hallucinogen dependency, 

continuous
304.52 Hallucinogen dependency, 

episodic
304.60 Drug dependency, not 

elsewhere classified, unspecified
304.61 Drug dependency, not 

elsewhere classified, continuous
304.62 Drug dependency, not 

elsewhere classified, episodic
305.30 Hallucinogen abuse, unspecified
305.31 Hallucinogen abuse, continuous
305.32 Hallucinogen abuse, episodic 
305.60 Cocaine abuse, unspecified
¿05.61 Cocaine abuse, continuous
305.62 Cocaine abuse, episodic
305.90 Drug abuse, not else where 

classified, unspecified
305.91 Drug .abuse, not elsewhere 

classified, continuous
305.92 Drug abuse, not elsewhere 

classified, episodic
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MDC°P° Sed ChangeS Affectin8 Multiple

A. Elimination o f  Age Over 69
As noted above, age is one of the 

demographic factors used to classify 
cases into DRGs. Presently there are 92 
sets of paired DRGs that are 
distinquished by age greater than 69 
and/or the presence of CCs. This 
distinction based on age was 
incorporated originally into the DRG 
classification system because, on 
average, relative resource use increases 
with patient age. It has since been 
suggested, however, that the age of the 
patient may not be a good indicator of 
resource utilization because the 
proportion of patients with 
complications or comorbidities rises 
with age group, and that it is the 
presence of CCs, rather than age, that 
explains the relatively greater resource 
intensity of older patients compared to 
younger ones.

Evidence to support this hypothesis 
just arose when we conducted an 
analysis in preparation for restructuring 
the leukemia/lymphoma DRGs (401- 
404), which was discussed in the June 3, 
1986 proposed rule. Once we removed 
acute leukemia cases from other 
leukemias and lymphomas, we found 
that cases split into groups based only 
on the presence or absence of CCs, 
without regard to age, were more 
homogeneous than cases in groups 
based on age and/or CC. In addition, the 
two DRGs in each pair, when 
partitioned only on the basis of CCs, 
were more different from each other 
than were the two DRGs in each pair 
when split on age over 69 and/or CC. 
Accordingly, we eliminated age from 
consideration in the restructuring of 
DRGs 401—404, and decided to evaluate 
the effects of eliminating age from 
consideration in all other DRG pairs. 
(Note: references to elimination of age 
breaks are only to breaks of over or 
under age 70, and do not imply the 
elimination of pediatric DRGs for 
patients under age 18.)

We conducted an analysis of the 
effect of eliminating age over 69 as a 
determining factor in DRG classification 
using FY 85 PATBILL data. Overall, the 
results confirmed our findings with the 
leukemia/lymphoma DRGs. We found a 
substantial improvement in the 
homogeneity, as measured by the 
coefficient of variation, for a significant 
number of DRGs. Some DRG pairs 
showed more variation when age was 
eliminated. Overall, elimination of age, 
when weighted for case frequency, 
reduced the variation in the paired 
DRGs by 3 percent. Moreover, the

difference between mean charges for the 
two DRGs in virtually every pair 
widened. Generally, the ratio of charges 
for each DRG with CCs to charges for 
the same DRG without CCs increased 
when age was eliminated. The average 
increase in the ratio was .13. These 
results suggest that it takes little or no 
more resources to treat an otherwise 
healthy person over age 69 than to treat 
a person under age 70; and, further, that 
commingling otherwise healthy patients 
over age 69 with patients presenting 
significant complications and 
comorbidities serves to depress the 
average charges for the DRGs involving 
CCs, resulting in underpayment for 
cases presenting CCs.

ProPAC also studied this issue as part 
of its systematic analysis of the DRGs 
conducted this year. Their study found 
that, in all but a few cases, grouping 
patients who are over 69 with the CC 
patients is inappropriate. They found the 
average length of stay and charges for 
patients who are over 69 without a CC 
are more similar to other patients 
without a CC than to patients with a CC. 
Overall, the average charges for patients 
who are over 69 without a CC, while 
only 4 percent higher than the other non- 
CC patients, are 30 percent lower than 
charges for all patients with a CC.

ProPAC concluded that, while both 
advanced age and the presence of a CC 
clearly are associated with higher 
resource use, the effect of having a CC is 
much greater. Their findings hold for 
both medical and surgical DRGs, but are 
especially dramatic for the surgical 
DRGs. Based on our findings and those 
of ProPAC, we propose to eliminate age 
over 69 as a criterion for DRG 
classification. We propose to continue 
to consider age under 18 in those 
pediatric DRGs that already have been 
established and to consider age 35 in the 
diabetic DRGs (294 and 295). Thus, this 
proposed change would not alter the 
total number of DRGs. We wish to point 
out that our analysis and conclusions 
regarding consideration of age over 69 in 
the DRG classification system is based 
solely on Medicare patient data. It is 
possible that age may be an appropriate 
demographic factor to consider for 
classification purposes on other 
populations.

B. Refinem ent o f  Com plications and 
Com orbidities Listing

Currently, there is a standard list of 
diagnoses that are considered 
complications and comorbidities 
regardless of the patient’s principal 
diagnosis. This list includes 
approximately 2,700 diagnoses that were 
considered to increase the length of stay

by at least one day for at least 75 
percent of the patients. However, there 
are a number of diagnoses that are 
appropriately included on the CC list in 
that they alter the course of care for 75 
percent of the cases but will not have 
any effect on treatment of other cases. 
In fact, in some cases it is expected that 
a diagnosis which is on the CC listing 
will almost always co-exist with certain 
other diagnoses.

Despite the fact that in as many as 25 
percent of the cases a particular 
diagnosis may not alter the course of 
care, the DRG classification system was 
developed with a single general CC 
listing. This principle of the 
classification system has received some 
criticism and is being studied by both 
ProPAC and HCFA. Both organizations 
believe some refinement of the CC 
listing is appropriate. (See ProPAC 
Recommendation 22.)

With the proposed elimination of age 
over 69 as a criterion for DRG 
classification, we are concerned that 
there may be an incentive for hospitals 
to inappropriately report secondary 
diagnoses in order to maximize 
payment. We do not wish the DRG 
classification system to adversely affect 
the quality of medical coding and data 
reported by providing an incentive to 
duplicatively code the same or very 
similar diagnosis.

For nearly every diagnosis there are a 
number of related signs and symptoms 
that frequently accompany that 
diagnosis. For example:

• A patient with a principal diagnosis 
of code 345.1, General convulsive 
epilepsy, could nearly always have 
diagnosis code 780.3, Convulsions;

• A patient with a principal diagnosis 
of code 852.06, Subarachnoid 
hematoma— deep coma, could also show 
code 780.0, Coma and stupor; and

• A patient with a diagnosis of 958.5, 
Traumatic anuria, could also present 
code 788.2, Retention of urine.

W e are concerned that such duplicate 
coding would ultimately result in a vast 
majority of cases being classified into 
the higher paying DRG of each DRG 
pair. Such a practice would result in a 
masking of resource utilization with the 
treating of true complications and 
comorbidities. Upon annual 
recalibration of the DRGs, this would be 
likely to result in severe underpayments 
for more resource intensive cases.

Consequently, we propose to modify 
the GROUPER logic so that certain 
diagnoses generally included on the list 
of CCs would not be considered a valid 
CC in combination with a particular 
principal diagnosis. This is similar to the
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changes we will be proposing in the 
alcohol/drug reclassification in MDC 20 
(to be discussed in the separate 
proposed rule on prospective payment 
system changes)* but on a much more 
restricted scale. With the assistance of 
our medical consultants, an individual 
determination has been made for each 
ICD-9-CM diagnosis code to identify 
those other diagnoses that should not be 
considered as a CC for a particular 
principal diagnosis. We believe this 
proposed logic change will not only 
ensure that combinations of codes will 
result in appropriate classification of 
cases between the complicated and 
uncomplicated DRGs in a pair, but will 
also act to improve the quality of 
medical coding.

Since a unique set of exclusionary 
codes has been developed for each ICD- 
9-CM diagnosis code, the list is 
extremely voluminous. Therefore, we 
have not printed the entire listing in this 
notice. We have, however, attempted to 
secure clinical input from sources 
outside of HCFA. Readers who feel the 
complete listing is essential in order to 
comment on the proposal may examine 
the document at our offices (see 
addresses above) or obtain the 
document for the cost of photocopying 
($71.10), by writing to the address listed 
in section II of this notice.

We wish to make it clear that the 
exclusion of diagnoses from the CC list 
for a particular principal diagnosis is 
intended solely to limit duplicate coding 
of particular or related conditions or to 
act as an edit for erroneous coding by 
not considering codes for diagnoses that 
cannot co-exist as CCs, such as 
obstructed and unobstructed conditions. 
For the most part, existing coding 
guidelines have been followed in 
developing the exclusions. Further, rt 
should be noted that hospitals are free 
to continue to report related diagnoses 
on the Medicare billing form regardless 
of the fact that those diagnoses would 
not be considered as a CC for a 
particular principal diagnosis.
Generally, the excluded secondary 
diagnoses have been established using 
the following principles:

1. Chronic and acute manifestations of 
the same condition should not be coded 
in a single case. For example:

• Acute peptic ulcer would not be a 
CC for a principal diagnosis of chronic 
peptic ulcer;

• Acute pericarditis, not otherwise 
specified (NOS), would not be a CC for 
a principal diagnosis of chronic 
rheumatic pericarditis; and

• Acute gastritis would not be a CC 
for a principal diagnosis of alcoholic 
gastritis.

• 2. Specific and non-specific (that is, 
NOS) diagnosis codes for a condition 
should not be coded in a single case. For 
example:

• Vocal cord paralysis, NOS would 
not be a CC for vocal paralysis, 
unilateral, partial;

• Hernia, site NOS with gangrene, 
would not be a CC for umbilical hernia 
with obstruction; and

• Secondary cardiomyopathy, NOS, 
would not be a CC for cardiomyopathy 
in other diseases.

3. Conditions that may not co-exist, 
such as partial/total, unilateral/ 
bilateral, obstructed/unobstructed, 
benign/maiignant, should not be coded 
on a single case. For example:

• Acute epiglottitis with no 
obstruction would not be a CC for acute 
epiglottitis with obstruction;

• Benign hypertensive heart disease 
with congestive heart failure would not 
be a CC for malignant hypertensive 
heart disease; and

• Bilateral inquinal hernia with 
obstruction would not be a CC for 
unilateral inguinal hernia.

4. The same condition in anatomically 
proximal sites would not constitute a 
CC. For example:

• Chronic and acute stomach and 
duodenal ulcers would not be a CC of 
peptic ulcers;

• Acute epiglottitis with obstruction 
would not be a CC for acute tracheitis 
with obstruction; and

• Subarachnoid hemorrhage would 
not be a CC for subdural hemorrhage.

5. Closely related conditions would 
not constitute a CC. For example:

• Rheumatic mitral insufficiency 
would not be a CC for mitral stenosis;

• Asbestosis would not be a CC for 
bronchopneumonia organism, NOS; and

• Cellulitis of pharynx would not be a 
CC for parapharyngeal abscess.

As noted, ProPAC recommended in its 
1987 report that the Secretary evaluate 
several possible approaches to revision 
of the CC listing in order to improve the 
ability of the DRGs to capture 
differences in case complexity. ProPAC 
further recommended that the 
GROUPER logic be modified to respond 
more appropriately to coding guidelines. 
We intend to further develop the ideas 
presented by ProPAC and may be 
proposing further revision in the 
classification system in the future, 
including further refinements of the CC 
listing. In the meantime, we believe this 
proposed refinement will help to assure 
appropriate classification of cases.

C. Surgical H ierarchies
We are proposing changes to the 

surgical hierarchies for F Y 1988, similar 
to those changes made only for MDC 7

for FY 1987. However, since those 
changes would be based on 
recalibration of the DRGs, we are 
presenting those proposals in the 
separate NPRM setting forth the 
proposed changes in the prospective 
payment system for FY 1988.

VI. Proposed Changes to Reduce 
Inappropriate DRG 468 Assignment

A. Background
DRG 468, Unrelated OR procedures, is 

reserved specifically for those cases in 
which none of the surgical procedures 
furnished to a patient is related to the 
principal diagnosis. It was established 
as a means of identifying those cases 
that do not readily lend themselves to 
classifications within groups of 
clinically similar patients, because the 
cases themselves do not reflect typical 
treatment patterns. These include, for 
example, cases in which the patient 
develops pressing medical-surgical 
needs related to a secondary diagnosis 
or complication. DRG 468 is not a catch
all for cases that do not fit elsewhere. It 
is designed to preserve the utility of, 
rather than violate the principle of, 
diagnosis-related classifications.
B. Reassignment o f Intra-abdom inal 
Hemangioma to MDC 6

Intra-abdominal hemangioma, 
diagnosis code 228.04, is currently 
classified in MDC 5, Diseases and 
Disorders of the Circulatory System. 
However, when this procedure is treated 
surgically by excision of the lesion, the 
case is assigned to DRG 468 because the 
procedure codes for excision of lesions 
at intra-abdominal sites are not included 
in MDC 5.

We believe it is more appropriate to 
assign diagnosis code 228.04 to MDC 6, 
Diseases and Disorders of the Digestive 
System. This is consistent with 
classification of hemangioma of other 
specified sites. For example, intracranial 
hemangioma is in MDC 1, retinal 
hemangioma is in MDC 2 and skin 
hemangioma is in MDC 9. We propose to 
assign cases treated surgically to the 
appropriate surgical DRG based on the 
site of the lesion. Cases treated 
medically would be assigned to DRGs 
182,183, and 184, Esophagitis, 
Gastroenteritis, and Miscellaneous 
Digestive Disorders, with CC, without 
CC, and Age 0-17, respectively.

C. Rem oval o f Codes fo r  Minor Skin 
Procedures from  Surgical List

Procedure codes 86.09, Other incision 
of skin and subcutaneous tissue, and 
86.3, Other local excision or destruction 
of lesion or tissue of skin and 
subcutaneous tissue, are very



nonspecific codes used to describe a 
wide variety of procedures. Analysis of 
PATBILL data has shown that these two 
procedure codes are responsible for a 
significant number of DRG 468 cases. 
Moreover, we have received comments 
that often a very minor superficial skin 
procedure, such as wart or mole 
removal, is performed during an 
inpatient stay for an unrelated 
diagnosis, solely for the convenience of 
the patient. When this is the only 
procedure performed, the case is 
grouped to DRG 468. Therefore, given 
the wide variety of procedures that do 
not require use of an operating room 
reported under codes 86.09 and 86.3, we 
propose to remove these codes from the 
list of OR procedures.

Although the procedures coded 86.09 
and 86.3 frequently do not require the 
use of an operating room, and therefore 
should be removed from the list of OR 
procedures, they are nonetheless the 
only available codes for some more 
severe subcutaneous skin procedures 
that utilize the resources of an operating 
room. We wish to continue to recognize 
these codes in a manner that will assign 
such cases to an appropriate DRG. 
Therefore, the presence of these codes 
on cases showing a principal diagnosis 
in MDC 9 (Diseases and Disorders of the 
Skin, Subcutaneous Tissue, and Breast) 
would continue to result in classification 
to DRGs 269 or 270.

D. Adding Lym phatic Structure Biopsy 
to MDC 1

Lymphatic structure biopsy, procedure 
code 40.11, is frequently performed on 
patients with a principal diagnosis of 
secondary malignant neoplasm of the 
brain and spinal cord. This diagnosis is 
assigned to MDC 1 but the procedure is 
not; consequently, their appearance 
together on a request for payment 
results in assignment of the case to DRG 
468. Therefore, we propose to add 
procedure code 40.11 to MDC l  DRGs 7 
and 8 (Peripheral and Cranial Nerve and 
Other Procedures).

£• Adding Total Splenectom y to MDC 5
Total splenectomy, procedure code 

41.5, is frequently performed on patients 
Presenting a principal diagnosis of 
Splenic artery aneurysm, diagnosis code 
442.83. The diagnosis is included in 
MDC 5 but the procedure is not, 
resulting in the assignment of cases to 
iJRG 468. Thus, we propose to add 
Procedure code 41.5 to MDC 5, DRG 120, 
Other Circulatory System OR 
Procedures.

F. Adding Certain Pancreas Procedure 
Codes to MDC 10

Diagnosis code 211.7, Benign 
neoplasm of the Islets of Langerhans, is 
a lesion of the pancreas and commonly 
is treated by excision of the lesion or 
part of the pancreas. While pancreatic 
diagnostic and transplant procedures 
are included in MDC 10 along with the 
diagnosis, excision procedures are not. 
Thus, DRG 468 assignment results. We 
propose to add the following procedure 
codes to MDC 10, DRGS 292 and 293 
(Other Endocrine, Nutritional and 
Metabolic Procedures, With and 
Without CC, respectively).
52.2 Local destruction, pancreatic

lesion
52.51 Proximal pancreatectomy
52.52 Distal pancreatectomy
52.53 Radical, subtotal pancreatectomy 
52.59 Partial pancreatectomy, not

elsewhere classified
G. MDC 11 Issues

In MDC 11, we have noted 3 situations 
that result in inappropriate assignment 
of cases to DRG 468. First, procedure 
code 70.77, Vaginal suspension and 
fixation, is sometimes performed on 
patients with a principal diagnosis of 
Urinary incontinence, diagnosis code 
788.3. Further, Mechanical complication 
of genitourinary device, implant and 
graft, diagnosis codes 996.30 and 996.39, 
are used to code malfunction of a penile 
prosthesis. Yet the procedure codes for 
replacement and removal of penile 
prosthesis, procedure codes 64.95 
through 64.97, are included in MDC 12 
only. Moreover, procedure code 60.69, 
Other prostatectomy, has been omitted 
inadvertently from the list of 
prostatectomies included in DRGs 306 
and 307.

We propose to add procedure code 
70.77 to MDC 11, DRGs 308 and 309 
(Minor Bladder Procedures). We also 
propose to add procedure codes 64.95, 
64.96, and 65.97 to MDC 11, DRG 315 
(Other Kidney and Urinary Tract OR 
Procedures). Finally, we propose to add 
procedure code 60.69 to DRGs 306 and 
307 (Prostatectomy). These changes 
would prevent inappropriate DRG 468 
assignment of cases in which the 
procedure is related to the principal 
diagnosis.

H. Adding a Urethral R epair Code to 
MDC 12

In MDC 12, patients with a principal 
diagnosis of Hypospadias and 
epispadias, diagnosis code 752.6, may be 
treated with a procedure coded 58.49, 
Urethral repair, not elsewhere classified. 
However, since the procedure code is 
not assigned to MDC 12, this treatment

results in DRG 468 assignment. We 
propose to add procedure code 58.49 to 
MDC 12, DRG 341 (Penis Procedures) to 
prevent inappropriate assignment of 
cases to DRG 468 when the procedure is 
related to the principal diagnosis.

I. D eletion o f Certain Codes from  the 
OR List

Procedure codes 39.62, Hypothermia 
incidental to open heart surgery, 39.63, 
Cardioplegia, and 39.64 Intraoperative 
cardiac pacemaker, are on the list of OR 
procedures but have not been assigned 
to any surgical DRGs. Therefore, at 
present, they would result in assignment 
to DRG 468 of all cases for which they 
are the only surgical procedure reported. 
These procedures are auxiliary to open 
heart surgery and are not usually 
performed alone (similarly to non-OR 
procedure 39.61, Extracorporeal 
circulation). Therefore, we propose to 
delete them from the list of operating 
room procedures.

VII. Coding Issues

A. Background

In the final notice on changes to the 
DRG classification system, published 
June 3,1986 (51 FR 20192), and the later 
final rule on the prospective payment 
system published September 3,1986 (51 
FR 31454), we published lists of new 
ICD-9-CM codes that became effective 
October 1,1986. These new codes were 
adopted as a result of the 
recommendation of the ICD-9-CM 
Coordination and Maintenance 
Committee, and were also published by 
that committee on August 29,1986 (51 
FR 30914) in a notice announcing all 
codes approved before July 1,1986, the 
availability of related instructional 
material, additions to the ICD-6-CM 
indexes, and errata for volumes 1, 2, and 
3 of ICD-9-CM.

B. Proposed Rem oval o f  Certain Codes 
From the Surgical List

Because the new codes were not 
approved before publication on June 3, 
1986 of the notice of proposed changes 
in the prospective payment system for 
F Y 1987, we generally accommodated 
the new codes into the system without 
classification changes. That is, for 
purposes of assigning a case to a DRG, 
the new code was treated the same as 
the code that was previously used to 
identify the procedure or diagnosis. For 
example, procedure code 44.2, 
Pyloroplasty, was divided into 3 new 
subcategories: 44.21, Dilation of the 
pylorus by incision; 44.22, Endoscopic 
dilation of pylorus; and 44.29, Other 
pyloroplasty. All 3 new codes were
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treated as code 44.2 had been under the 
DRG system.

While this policy had advantages in 
that it allowed the classification system 
to recognize timely all new codes, it did 
result in some inappropriate DRG 
classifications in that several new 
procedure codes were placed on the OR 
list despite the fact that they usually did 
not involve an operating room. Based on 
the advice of our medical consultants, 
the following procedures do not 
generally require an operating room and, 
therefore, are appropriately considered 
non-surgical procedures under the DRG 
classification system. Therefore, we 
propose to remove them from the list of 
surgical procedures.
—38.22, Percutaneous angioscopy 
—44.22, Endoscopic dilation of pylorus 
—44.93, Insertion of gastric bubble 
—44.94, Removal of gastric bubble 
—51.97, Therapeutic endoscopic 

procedures on biliary tract, oral route 
—51.98, Other percutaneous procedures 

on biliary tract
—55.03, Percutaneous nephrostomy 

without fragmentation 
—55.04, Percutaneous nephrostomy with 

fragmentation
—80.52, Intervertebral chemonucleolysis 
Thus, the presence of any one of these 
procedure codes would not result in 
assignment of a case to a surgical DRG. 
This would affect DRGs 4,112,154,155, 
156,193,194, 214, 215, 288, 292, 293, 303, 
304, 305, 400, 442, and 443.
C. Proposed Rem oval o f a  Code From 
the CC List

The new diagnosis code 795.8,
Positive serological or viral culture 
finding for Human T-Cell Lymphotropic

Virus—III/Lymphadenopathv— 
Associated Virus (HTLV-III/LAV), was 
included inadvertently in the list of 
complications and comorbidities in the 
FY 87 GROUPER program. Our medical 
consultants have advised us that a 
positive serological or viral culture 
finding, absent any symptoms or 
diagnosis of Acquired Immune 
Deficiency Syndrome (AIDS) or AIDS- 
related condition (ARC), would not 
significantly alter the course of patient 
care. Therefore, we are proposing to 
remove code 795.8 from the list of CCs. 
Thus, this code would not be considered 
in assigning a case to one of a pair of 
DRGs based on CC.
D. New Coding Changes

As discussed above, the ICD-9-CM 
Coordination and Maintenance 
Committee has been established to 
update and maintain the ICD-9-CM 
codes. The Committee formulates 
recommendations on ICD-9-CM 
changes and forwards them to the 
Administrator of HCFA and the Director 
of the National Center for Health 
Statistics (NCHS) for approval. At the 
time we published our proposed DRG 
classification changes for FY 1987 
(March 13,1986), no new ICD-9-CM 
codes had been approved. Since our 
regulations at § 412.10 provide that, 
except for new coverage issues, no DRG 
classification change will be made 
without a prior public comment period, 
we adopted a policy of recognizing new 
codes approved prior to July 1,1986 
without classification changes. We now 
are proposing to reclassify some of 
those codes newly effective for FY 1987 
as discussed above.

Additional new ICD-9-CM codes 
have been recommended by the 
Committee and approved by both 
agency heads. These codes will become 
effective October 1,1987. Since these 
codes have already been approved in 
time for publication in the proposed 
notice, we are proposing some DRG 
classification changes in this notice. We 
are soliciting comments on the proposed 
DRG classification only. The code 
numbers and their titles were aired for 
public comment in the ICD-9-CM 
Coordination and Maintenance 
Committee meetings. Both oral and 
written comments were considered 
before the codes were approved.

Further, the committee has 
recommended, and the agency heads 
have approved, the deletion of several 
ICD-9-CM procedure codes. Code 37.84 
has been deleted, since this procedure is 
now included in new code 37.77. In 
addition, all codes in the 99.7 series 
have been deleted. These codes indicate 
pacemaker technology that no longer is 
in use. Table IV displays the deleted 
procedure codes and their titles. None of 
the 99.7 series codes are considered OR 
procedures and, therefore, their removal 
will not affect the DRG classification 
system. Although code 37.84 is 
considered an OR procedure, the new 
replacement code, 37.77, will also be 
considered an OR procedure and will be 
treated similarly by the GROUPER. 
Consequently, this change also will not 
affect DRG classification of cases 
showing this procedure.

Listed below are the new ICD-9-CM 
codes and their proposed DRG 
classifications

Ta b le  II.— New  D ia g n o s is  Co des

Diagnosis Code 1 Description MDC DRG2

4 87
4 99 and 100
4 101 and 102
4 101 and 102
2 46, 47, and 48

yyo .D i.......................
Mechanical complication due to graft of other tissue, not elsewhere classified......................... 21 452 and 453

2 46, 47, and 48
y y o .o j....................... 9 276990 d4 .......................
996.59....................... Mechanical complication due to other implant and internal device, not elsewhere classified.... 21 452 and 453

21 452 and 4od
yyb.oU....... ............... 11 331, 332, and 333
996.81....................... 7 205 and 206
yyo od ...................■•••• 5 144 and 145
99b.od....................... 4 101 and 102
996.84....................... 7 244
996.86.......................
996.89....................... Complications of other specified transplanted organ....................................... •........ .............. . 21 452 and 453

1 All of the new diaanosis codes, except 518.89, would be added to the list of CCs. _ ..hirt mho  is
2 DRG listed is assignment based on non-surgical treatment. If an OR procedure is performed, DRG assignment withi 

determined by the OR procedure performed.
3 Not added to the list of CCs.
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Ta b le  III.— Ne w  Pr o c edu r e  Co d es

Procedure Code

01.11. 
01.12.
01.13.
01.14. 
03.90.
04.11.
04.12.

06.11 .
06.12. 
07.11 .
07.12..
27.22..
33.24..
33.25..
33.26..
33.27..
33.28..

33.29.
34.25.
34.26.

36.01 .

36.02.

36.05.

37.70. 
37.71 .
37.72.
37.73.
37.74..
37.75..
37.76..
37.77..
37.78..
37.79..
37.80.. 
37.81 ..

37.82.
37.83.
37.85.

37.86.

37.87. 
37.89.
41.32.
41.33.
44.14.
44.15.
45.14.
45.15.
45.25.
45.26. 
45.95.

48.24. 
48.25
50.11.,
50.12.,

51.12.
51.13. 
52.11.

Description

C lo s e d  (p e rc u ta n e o u s) (n e e d le ) b io p sy  o f c e re b ra l m e n in g e s .... .. . ..........
O p e n  b io p sy  o f  c e re b ra l m e n in g e s ... ........................................................... . ."
C lo se d  (p e rc u ta n e o u s) (n e e d le ) b io p sy  o f  b ra in ...... * 7 ‘‘* 7 * T  ’• .................
O p e n  b io p sy  o f  b r a in ...............................................................................
In sertio n  o f c a th e te r  into sp in al c a n a l fo r infusion  o f th e ra p e u tic  o r p alliative s u b s ta n c e s
C lo s e d  (p e rc u ta n e o u s) (n e e d le ) b io p sy  o f  cran ia l o r  p erip h era l n e rv e  o r g a n g lio n ..........
O p e n  b io p sy  o f cran ia l o r perip h eral n e rv e  o r  g a n g lio n ..........................................................

C lo s e d  (p e rc u ta n e o u s) (n e e d le ) b io p sy  o f  thyroid g la n d ............ .............................
O p e n  b iop sy  o f  thyroid g la n d ....................................
C lo s e d  (p e rc u ta n e o u s) (n e e d le ) b io p sy  o f  a d ren a l g la n d ................................... ..........
O p e n  b io p sy  o f  a d ren a l g la n d ...................................................................................
B io p sy  o f  uvula (so ft p a la te ) ..................................................~ .......................
C lo s e d  b io p sy  (e n d o s co p ic )  o f  b ro n c h u s ........................ ......... ...... ............Z
O p e n  b io p sy  o f  b ro n c h u s ........................................ ;......................  ..........
C lo s e d  p e r c u ta n e o u s  (n e e d le ) b io p sy  o f lu n g ................ ........... ..........Z .Z Z Z Z Z Z Z Z ...
C lo s e d  e n d o s c o p ic  b io p sy  o f lu n g ..............................................................*
O p e n  b io p sy  o f  lung........................................ .................. ..............w

Other diagnostic procedures on lung or bronchus.........
Closed (percutaneous) (needle) biopsy of mediastinum. 
Open biopsy of mediastinium.... ....................................

Single vessel percutaneous transluminal coronary angioplasty (PTCA) without mention 
of thrombolytic agent.

Single vessel percutaneous transluminal coronary angioplasty (PTCA) with thrombolytic 
agent. 7

Multiple vessel percutaneous transluminal coronary angioplasty (PCTA) (performed 
during the same operation) with or without mention of thrombolytic agent.

Initial insertion of pacemaker lead, (electrode) not otherwise specified.....
Initial insertion of tranvenous lead (electrode) into ventricle..................
Initial insertion of transvenous leads (electrodes) into atrium and ventricle............ ............
Initial insertion of transvenous lead (electrode) into atrium.... ........... ..........Z1ZZ.Z1
Insertion or replacement of epicardial lead (electrode) into epicardium
Revision of lead (electrode).......................................................... .....
Replacement of transvenous atrial and/or ventricular lead(s) (electrode)..........
Removal of lead(s) (electrode) without replacement.................................. .ZZZZZ..ZZ
Insertion of temporary transvenous pacemaker system...............................
Revision or relocation of pacemaker pocket..........................ZZZZZZZZZZZZZZZZ
Insertion of permanent pacemaker, initial or replacement, type of device NOS........
Initial insertion of single-chamber device, not specified as rate responsive (to physioloa- 

ic stimuli). •
Initial insertion of single-chamber device, rate responsive.............
Initial insertion of dual-chamber device.................................................
Replacement of any type of pacemaker device with single-chamber device, not speci

fied as rate responsive.
Replacement of any type of pacemaker device with single-chamber device rate 

responsive.
Replacement of any type pacemaker device with dual-chamber device..............................
Revision or removal of pacemaker device...........................................................
Closed (aspiration) (percutaneous) biopsy of spleen......................................
Open biopsy of spleen......... ......................................................
Closed (endoscopic) biopsy of stomach..............................................
Open biopsy of stomach.................................................................. ..
Closed (endoscopic) biopsy of small intestine......................................ZÏZZZZZZZZZZ.
Open biopsy of small intestine................................................................. ZZZ.
Closed (endoscopic) biopsy of large intestine......................................................................
Open biopsy of large intestine............................................ ....... ......... ...... '
Anastomosis to anus..............................

Closed (endoscopic) biopsy of rectum.............. .
Open biopsy of rectum........................................
Closed (percutaneous) (needle) biopsy of liver.. 
Open biopsy of liver.......... ..................................

Closed (percutaneous) biopsy of gallbladder or bile ducts....... .
Open biopsy of gallbladder or bile ducts___________________
Closed (aspiration) (needle) (percutaneous) biopsy of pancreas,

DRG

non-OR 1
1, 2, 3, 400, 406, and 407 1 
norvOR 1
I, 2, 3, 400, 406, and 407 1 
non-OR 3 
non-OR 1
7, 8, 63, 233, 234, 442, and 

443 1 
non-OR 1 
290 1 
non-OR 1 
286 1
63,168 and 169 1 
non-OR 1
75 1
non-OR 1
76 and 77 3
75, 233, 234, 315, 400, 406, and 

407 3
76 and 77 1 
non OR 1
76, 77, 292, 293, 394, 400, 406, 

and 407 1
108 and 112 1

108 and 112*

108 and 112*

115, 116, 442, and 443 2 
115, 116, 442, and 443 2 
115, 116, 442, and 443 2
115.116, 442, and 443 2
115, 116, 117, 442, and 443* 
117,442, and 443 2 
117, 442, and 443 2 
117, 442, and 443 2 
non OR 2
117, 269, 270, 442, and 443* 
115, 116, 118, 442, and 4432 
15, 116, 422, and 443 2

15, 116, 442, and 443 2
115.116, 442, and 443 2 
18, 442, and 443 2

18, 442, and 443 2

18, 442, and 443 2 
17, 442, and 443 2 

nonOR 1
392, 393, 400, 406, 407 1 
non-OR 1
154, 155, and 156 1 
non OR 1 
152 and 153 » 
non-OR 1 
152 and 153 3
148, 149, 400, 406, 407, 442, 

and 443 3 
non-OR 1 
152 and 153 3 
non OR 1
63, 76, 77, 170, 171, 199, 200, 

233, 234, 269, 270, 292, 293, 
315, 344, 345, 365, 394, 400, 
406, 407, 442, and 443 1 

non-OR 1
170,171, 199, and 200 1 
non-OR 1
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Table III—New Procedure Codes—Continued

Procedure Code Description DRG

52.12..

54.24..
55.23..
55.24..

56.32..
56.33..
56.34..
56.35..
57.33..
57.34..

60.11.. 
60.12..
60.13..
60.14.. 
62.11 ..
62.12..
68.13..
68.14..
68.15..
68.16..
78.40.. 
78.41 ., 
78.42.
78.43..
78.44.
78.45.
78.46.
78.47.
78.48.
78.49. 
78.90. 
78.91 .
78.92.
78.93.
78.94.
78.95.
78.96.
78.97.
78.98.
78.99.
85.11.
85.12.

65.95.
85.96. 
86.93.

86.06.

99.85.
99.86.

Open biopsy of pancreas.

Closed (percutaneous) (needle) biopsy of irttra-abdominal mass.
Closed (percutaneous) (needle) biopsy of kidney.....«.«....«...... ...
Open biopsy of kidney....... .......... .

Closed percutaneous biopsy of ureter........... .............
Closed endoscopic biopsy of ureter............. ..........v.....
Open biopsy of ureter.................................... ....... ........
Endoscopy (cystoscopy) (loopscopy) of ileal conduit.,
Closed transurethral biopsy of bladder............... .
Open biopsy of bladder..;........... ......... .............. .

Closed (percutaneous) (needle) biopsy of prostate........;........................
Open biopsy of prostate.......................... .................... ........ ;........ ..........
Closed (percutaneous) biopsy of seminal vesicles................ ................
Open biopsy of seminal vesicles ............... ........ ......... ................. ....... .
Closed (percutaneous) (needle) biopsy of testis....................................
Open biopsy of testis........ ...... ............ ...... .......... .«•••••......... ....... ....... ••
Open biopsy of uterus.... .................................«......................................
Open biopsy of uterine ligaments...... ............. ........ .................. ......... ..
Closed biopsy of uterine ligaments.........................................••••••••.........
Closed biopsy of uterus.............................................. *•••••...... ......... .....
Other repair and plastic operations on bone, unspecified site.............
Other repair and plastic operations of chest cage ................. .............
Other repair and plastic operations of humerus............................ .........
Other repair and plastic operations of radius/ulna................ ;....... .
Other repair and plastic operations of metacarpals/carpals.................
Other repair and plastic operations of femur.............................. .
Other repair and plastic operations of patella......... ...............................
Other repair and plastic operations of tib ia /fibu la ........... ................. ....
Other repair and plastic operations of m etatarsals/tarsals...... ....:..... .
Other repair and plastic operation on bone, not elsewhere classified.
Insertion of bone growth stimulator, unspecified site............ .—....... ...
Insertion of bone growth stimulator into chest cage.......... «........ ........
Insertion of bone growth stimulator into humerus....... ........... .............
Insertion of bone growth stimulator into radius/ulna........................ ......
Insertion of bone growth stimulator into carpals/metacarpals...---
Insertion of bone growth stimulator into fem ur...... .............. ..............
Insertion of bone growth stimulator into patella..................................
Insertion of bone growth stimulator Into tib ia /fibu la..... ................. ....
Insertion of bone growth stimulator into tarsals/m etatarsals...............
Insertion of bone growth stimulator, not elsewhere classified.............
Closed (percutaneous) (needle) biopsy of breast............... ............... ...
Open biopsy of breast.... .......... ....................... ................ ....... ..............

Insertion of breast tissue expander... 
Removal of breast tissue expanders. 
Insertion of tissue expander...............

Insertion of infusion pump.,

Hyperthermia for treatment ot cancer.... ..................
Non-invasive placement of bone growth stimulator..

1 Descriptions redefined, but procedure codes not changed and not classified differently. 
* Procedure codes changed, but procedures are classified into the same DRGs.
8 Completely new codes.

170, 171, 199, 200, 292, 293, 
400, 406,: 407, 442, and 443 1 

non-OR 3 
nori-OR 1
233, 234, 303, 304, 305, 394, 

400, 406, 407, 442, and 443 1 
non-OR 1 
non-OR 3
303, 304, and 3052 
non-OR3
310, 311, 344, 345, and 365 1 
308, 309, 344, 345, 365, 400, 

406, and 407 1 
non-OR 1
310, 311, 344, and 345 1 
non-OR 1 
344 and 345 1 
non-OR 1
338, 339 and 340 1 
354, 355, 357, and 359 3 
354, 355, 357, 358, and 359 1 
361 3
363 and 3643
233, 234, 442, and 443 1
76, 77, 233, 234, 442, and 443 1
218, 219j 220, 442, and 443 1
223, 224, 442 and 443 1
228, 229, and 441 1
210, 211, 212, 442, and 443 1
221, 222, 442, and 443 1
218, 219, 220, 442, and 443 1
225, 442 and 443 1
233, 234, 442, and 443 1
233, 234, 442 and 443 1
76, 77; 233, 234, 442 and 443 1
218, 219, 220, 442, and 443 1
223, 224, 442, and 443 1
228, 229 and 441 1
210, 211, 212, 442, and 443 1
221, 222. 442, and 443 1
218, 219, 220, 442, and 443 1
225, 442, and 443 1
233, 234, 442 and 443 1
non OR 1
259, 260, 262, 292, 293, 442, 

and 4431
259, 260, 261, 442, and 443 3 
259, 260, 261, 442, and 443 3 
7, 8, 63, 120, 170, 171, 217, 263, 

264, 265, 266, 287, 439, 458 
and 472 3

7, 8, 76, 77, 170, 171, 201, 233, 
234, 269, 270, 292, 293, 315, 
344, 345, 365, 394, 401, 402. 
408, 442, 443, 459 and 472 3 

non OR 3 
non-OR 3

The following ICD-9-CM codes are 
being deleted without replacement.

T a b l e  IV.—De l e t e d  P r o c e d u r e  Co d e s Table IV.—De l e t e d  P r o c e d u r e  Co d e s —

Procedure Code Description

37.84.......... ........ Removal of epicardial electrode.
99 71.......... ...... Mercury zinc pacemaker battery.
99.72.._................ Nuclear pacemaker battery.
99.73.................. - Lithuim pacemaker battery.
99.74.................... Other pacemaker battery type.

Continued

Procedure Code Description

99 75 .... .............. Fixed rate pacemaker sensing type.
99.76................... Triggered demand pacemaker sensing

type.
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T a b l e  IV.— De l e t e d  Pr o c e d u r e  Co d e s —  
Continued

Procedure Code Description

99 77.................. inhibited demand pacemaker sensing 
type.

Other pacemaker sensing type. 
Programmable pacemaker.

99.78....................
99 79..................

VIII. Effective Date

We propose to make these changes in 
DRG classification and new ICD-9-CM  
codes effective for discharges occurring 
on or after October 1,1987.

IX. Regulatory Impact Statement 

A. Executive Order 12291
Executive Order (E.O.) 12291 requires 

us to prepare and publish a regulatory 
impact analysis for notices such as this 
if the implementation of the notice 
would meet the criteria of a "major 
rule.” A notice would be considered a 
major rule if its implementation would 
be likely to result in:

(1) An annual effect on the economy 
of $100 million or more;

(2) A major increase in costs or prices 
for consumers, individual industries, 
Federal, State, or local government 
agencies, or geographic regions; or

(3) Significant adverse effects on 
competition, employment, investment, 
productivity, innovation, or on the 
ability of United States-based 
enterprises to compete with foreign 
based enterprises in domestic or export 
markets.

As is clear from the above discussion, 
changes in the DRG classification 
system affect how much hospitals are 
paid for services furnished to Medicare 
patients. However, the effects of 
changes are not simple to analyze or 
project. The changes proposed in this 
notice will, if finalized, be incorporated 
in the revised DRGs and the 
recalibration of weights for those DRGs 
that will be effective October 1,1987.

Each affected hospital will experience 
the classification changes only as 
mediated through recalibrated weights. 
We do not have a revised GROUPER 
available, and it is not feasible to 
attempt a detailed analysis at this time 
of the effects these changes might have. 
To the extent possible, we have looked 
at whether each change would increase 
or decrease particular DRG weights, as

is clear from the above specific 
discussions. With the possible exception 
of the elimination of age breaks, we do 
not believe that any of these proposed 
changes to the DRG classification 
system and the consequent changes to 
the GROUPER program would meet the
E.O. criteria for a major rule.

W e have not prepared a regulatory 
impact analysis for this notice.
However, we have, as is our usual 
practice, prepared such an analysis for 
the proposed rule on F Y 1988 changes to 
the prospective payment system. In that 
analysis, and even more particularly in 
the analysis we plan to prepare in the 
subsequent final rule, we will include 
the effects of these changes to the DRG 
classification system in the assessment 
of impact on hospitals.

B. Regulatory F lexibility Act
It is our practice to prepare and 

publish an initial regulatory flexibility 
analysis that is consistent with the 
Regulatory Flexibility Act of 1980 (RFA) 
(5 U.S.C. 601 through 612) for a proposed 
notice such as this, unless the Secretary 
certifies that implementation of the 
notice would not have a significant 
economic impact on a substantial 
number of small entities We treat all 
hospitals under the prospective payment 
system as small entities for purposes of 
the RFA. Therefore, this notice clearly 
would affect a substantial number of 
small entities. However, we do not 
consider an economic impact on small 
entities to be significant unless their 
annual total costs or revenues would be 
increased or decreased by at least three 
percent.

As noted above, these proposed 
changes would affect the amounts 
hospitals would receive under the 
prospective payment system for 
furnishing services to Medicare 
beneficiaries. Some of these proposals 
certainly would change the amount paid 
for a particular DRG by more than 3 
percent. The eliminations of age breaks, 
for example, may have significant 
effects on the weights of nearly all 
DRGs. However, it must be remembered 
that a DRG weight is a measure of 
average resource utilization for a 
particular group of cases relative to the 
average for all cases. The changes we 
propose in this notice will be used in 
determining the DRG weights for 
discharges occurring on or after October

1,1987. Thus, each change that affects 
the group to which a case is assigned 
affects not only the payment for the 
reassigned case, but the weight for all 
other cases in both the prior and the 
new group. Through annual 
recalibrations, all weights are 
readjusted to reflect all reassignments, 
based on the best available data. 
Through this process some changes are 
offset by others. The interaction is 
complex, and, of course, differs from 
year to year. However, the end result is 
that most hospitals will receive higher 
payments for some cases and lower 
payments for others. Overall, we expect 
payments on the whole to reflect more 
accurately average resource utilization 
per case as the classification system is 
refined. Thus, we view it as highly 
unlikely that a substantial number of 
hospitals would experience increases or 
decreases of revenues of more than 
three percent solely as a result of 
changes in DRG classification.

Hypothetically, a given year's 
classification changes could have an 
effect of such magnitude on some 
hospitals. W e expect they usually would 
be hospitals having a high proportion of 
cases falling in particular strongly 
affected DRGs. In such instances, we 
believe that improvements to the 
classification system would tend to 
correct systematic understatements or 
overstatements of average resource 
utilization. In the first case, those 
hospitals most affected would be 
significantly benefited. In the latter case, 
we would be ending an inappropriate 
windfall. In either case, the system as a 
whole would benefit.

For these reasons, we have 
determined, and the Secretary certifies, 
that this proposed notice would not be 
likely to have a significant economic 
impact in a substantial number of small 
entities. Therefore, we have not 
prepared a regulatory flexibility 
analysis.

X. Information Collection Requirements 
This notice contains no information 

collection requirements. Consequently, 
it does not need to be reviewed by the 
Executive Office of Management and 
Budget under the authority of the 
Paperwork Reduction Act of 1980 (44 
U.S.C. 3501 et seq.).
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XI. Response to Comments
Because of the large number of items 

of correspondence we normally receive 
on a proposed notice such as this, we 
are not able to acknowledge or respond 
to them individually. However, we will 
consider all comments that we receive 
by the date and time specified in the 
“Dates” section of this preamble, and 
we will respond to the comments in the 
final notice.
(Sections 1102,1871, and 1886(d)(4) of the 
Social Security Act (42 U.S.C. 1302,1395hh, 
and 1395ww(d)(4)); 42 CFR 41210)
(Catalog of Federal Domestic Assistance 
Program No. 13.774, Medicare-Supplementary 
Medical Insurance).

Dated: April 27,1987.
William L. Roper,
Administrator, Health Care Financing 
Administration.

Approved: May 7,1987.
Otis R. Bowen,
Secretary.
(FR Doc. 87-11426 Filed 5-15-87; 1:06 pm] 
BILLING CODE 4120-01-M
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DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 

7 CFR Part 1030 

[Docket No. AO-361-A25]

Milk; Chicago Regional Marketing 
Area; Hearing of Proposed 
Amendments; Tentative Marketing 
Agreement and Order
AGENCY: Agricultural Marketing Service, 
USDA.
a c t io n :  Notice of public hearing on 
proposed rulemaking.

SUM MARY: The hearing is being held to 
consider changes in the Chicago 
Regional order in response to various 
industry proposals.

Proposals by Central Milk Producers 
Cooperative (CMPC), a federation of 11 
dairy farmer cooperatives, would pay 
from pooled milk values a portion of the 
cost of getting milk from farms to milk 
bottling plants. The first proposal 
provides for a maximum per mile 
transportation allowance for supply 
plant shipments to pool distributing 
plants, payable to the distribution plant 
operator, of .22 cents per hundredweight 
for the months of March through July 
and .28 cents for the months of August 
through February. CMPC’s other 
proposals would provide for a direct- 
delivery differential on milk direct- 
shipped to distributing plants; a direct- 
delivery differential payable to 
producers on milk divert-transferred to 
distributing plants; and an assembly 
allowance for supply plants transferring 
milk to distributing plants. The rates for 
these proposals would be 6 cents per 
hundredweight for the months of March 
through July and 8 cents for the months 
of August through February.

Proposals by four proprietary 
handlers would require monthly 
minimum shipping requirements for all 
supply plants during August through 
January and would give the Director of 
the Dairy Division the authority to 
temporarily increase or decrease those 
percentages. Other proposals would 
amend the plant location adjustments to 
prices by removing the snubber that 
prevents the adjusted price from being 
less than the Class III price for the 
month, would eliminate shipments from 
supply plants to other order plants as 
qualifying shipments, and would 
eliminate both the provisions for 
“reserve supply plants” and the “call” 
for shipments by such plants. Other 
parties have proposed modifications of 
the proposals by both groups of 
proponents.
D ATE: The hearing will convene at 9:00 
a.m., local time, on June 2,1987. 
A D D R E SS: The hearing will be held at the 
Howard Johnson—Executive Hotel, 525
W. Johnson Street, Madison, Wisconsin 
53703, (608) 251-5511.
FOR FURTHER INFORMATION CONTACT: 
Richard A. Glandt, Marketing Specialist, 
Dairy Division, Agricultural Marketing

Service, U.S. Department of Agriculture, 
Washington, DC 20250, (202) 447-4829.
SUPPLEM ENTARY INFORMATION: This 
administrative action is governed by the 
provision of sections 556 and 557 of Title 
5 of the United States Code and, 
therefore, is excluded from the 
requirements of Executive Order 12291.

Notice is hereby given of a public 
hearing to be held at the Howard 
Johnson— Executive Hotel, 525 W est 
Johnson Street, Madison, Wisconsin 
53703, beginning at 9:00 a.m., local time, 
on June 2,1987, with respect to proposed 
amendments to the tentative marketing 
agreement and to the order regulating 
the handling of milk in the Chicago 
Regional marketing area.

The hearing is called pursuant to the 
provisions of the Agricultural Marketing 
Agreement A ct of 1937, as amended (7 
U.S.C. 601 through 674), and the 
applicable rules of practice and 
procedure governing the formulation of 
marketing agreements and marketing 
orders (7 CFR Part 900).

The purpose of the hearing is to 
receive evidence with respect to the 
economic and marketing conditions 
which relate to the proposed 
amendments, hereinafter set forth, and 
any appropriate modifications thereof, 
to the tentative marketing agreement 
and to the order.

Actions under the Federal milk order 
program are subject to the “Regulatory 
Flexibility A ct” (Pub. L. 96-354). This 
A ct seeks to ensure that, within the 
statutory authority of a program, the 
regulatory and information requirements 
are tailored to the size and nature of 
small businesses. For the purpose of the 
Federal order program, a small business 
will be considered as one which is 
independently owned and operated and 
which is not dominant in its field of 
operation. Most parties subject to a milk 
order are considered as a small 
business. Accordingly, interested parties 
are invited to present evidence on the 
probable regulatory and informational 
impact of the hearing proposals on small 
businesses. Also, parties may suggest 
modifications of these proposals for the 
purpose of tailoring their applicability to 
small businsses.

PART 1030—[AMENDED]

List of Subjects in 7 CFR Part 1030
Milk marketing orders, Milk, Dairy 

products.
The authority citation for Part 1030 

continues to read as follows:
Authority: Secs. 1-19, 48 Stat. 31, as 

amended; 7 U.S.C. 601-674.

The proposed amendments, as set 
forth below, have not received the 
approval of the Secretary of Agriculture.

Proposed by Central Milk Producers 
Cooperative

Proposal No. 1
This proposal would provide a

maximum per mile location allowance 
for supply plant shipments to pool 
distributing plants for Class I use, 
payable to the distributing plant 
operator of .22 cents for the months of 
March through July and .28 cents for the 
months of August through February.

Revise §1030.52 Plant location 
adjustments for handlers as follows:

§ 1030.52 Plant location adjustments fo r 
handlers.

(a) The market administrator shall 
determine the location adjustment rate 
for each plant at which Class I and 
producer milk is to be priced under this 
part pursuant to the following schedule, 
except that in no event shall the 
adjustment result in a price less than the 
Class III price for the month:

Zone

Distance 
in miles 
from city 

hall in 
Chicago

Location 
adjust

ment rate 
(cents per 
hundred
weight)

1 ............................ 0-40 0
2 ............................ 41-55 -3 .0
3 ............................ 56-70 -6 .0
4 ............................ * 71-85 -9 .0
5 ............................ 3 86-100 -12.0
6 ............................ 101-115 -14.3
7 ...... ..................... 116-130 -16 .6
8 ............................ 131-145 -18.9
9 ............................ 146-160 -21.2

1 0 ............................ 161-175 -23.5
11............................ 176-190 -25.8
12........................... 191-205 -28.1
13........................... 206-220 -30.4
14........................... 221-235 -32.7
1 5 ................................... . 236-250 -35 .0
16........................... 3 -36 .0

1 Including Milwaukee County, Wl, and Win
nebago County, IL. . . . . .

* Excluding Milwaukee County, Wl, and Win
nebago County, IL 

3 Beyond 250.

(i) The market administrator shall also 
determine a transportation allowance 
for each transfer of bulk fluid milk that 
is physically received into a pool 
distributing plant from another pool 
plant, and shall determine the distance 
in miles the two plants are from each 
other.

(ii) The miles pursuant to paragraph 
(a)(i) of this section, shall be multiplied 
by the rate determined by the following:

(a) For the months of March through 
July the result of .22 cents per mile 
minus the value difference between the 
supplying plant’s location adjustment 
rate and that of the receiving 
distributing plant; and 

(ft) For the months of August through 
February the result of .28 cents per mile 
minus the value difference between the 
supplying plant’s location adjustment 
rate and that of the receiving 
distributing plants;

(c) Except that if the shipping plant is 
in a zone having a lesser value than that 
of the distributing plant there will be no 
subtraction. ,

(iii) The rates pursuant to paragraph 
(a)(ii) of this section, are a combination
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of the location adjustment and the 
transportation allowance, the maximum 
amount shall be no greater than the 
amount determined for the 
transportation allowance and the 
minimum amount shall be the difference 
between the two plant location 
adjustment rates.

(b) The mileage applicable pursuant to 
paragraph (a) of this section, and
§ 1030.75 shall be determined by the 
market administrator on the basis of the 
shortest highway distance between the 
handler’s plant and the city hall in 
Chicago—with fractions rounded up to 
the next whole mile.

(i) The mileage applicable pursuant to 
paragraph (a)(i) of this section, shall be 
determined by the market administrator 
on the basis of the shortest highway 
distance between the transferor and 
transferee plants.

(ii) The market administrator shall 
notify each handler of the zone or 
mileage determination, which shall be 
subject to redetermination at all times.
In the event a handler requests a 
redetermination of the mileage 
pertaining to any plant, the market 
administrator shall notify the handler of 
his findings within 30 days after the 
receipt of such request. Any financial 
obligations resulting from a change in 
mileage shall not be retroactive for any 
period prior to the redetermination 
announced by the market administrator.

(c) * * *
(10) Multiply the quantity assigned to 

receipts from other pool plants pursuant 
to paragraph (c)(6)(ii) of this section by 
110 percent; except if a handler reports 
more than one pool distributing plant 
pursuant to § 1030.7(a)(4), the quantity to 
be assigned shall be to each such pool 
distributing plant; and

(i) Multiply by the transportation 
allowance rates in sequence beginning 
with the quantity of the actual transfer 
which has the least transportation 
mileage and continuing until the 
allowable volume is exhausted: 
Provided, if two or more handlers have 
pool plant transfer(s) that have identical 
mileage and there is an insufficient 
allowable volume, the remaining volume 
will be assigned pro rata;

(11) Multiply by the location 
adjustment rates applicable at the 
transferor plants and by the 
transportation allowance rates for bulk 
transfers, the quantities assigned 
pursuant to paragraph (c)(7) of this 
section to receipts from other pool 
plants in prior months;

(12) Multiply the quantity of bulk fluid 
milk products shipped from the 
handler’s pool plant(s) to nonpool plants 
and classified as Class I by the location 
adjustment rate applicable at the 
shipping plant;

(13) Multiply the quantity of Class I 
milk packaged by pool supply plants 
and disposed of as route disposition or 
to other plants by the location 
adjustment rates applicable at the pool 
supply plants from which disposition is 
made; and

(14) Add together the minus amounts 
obtained pursuant to paragraphs (c)(8), 
(9), (10), (11), (12), and (13) of this 
section.

Proposal No. 2
This proposal would provide an 

assembly allowance for supply plants of 
6 cents for the months of March through 
July and 8 cents for August through 
February on transfers to pool 
distributing plants.

In § 1030.60 Handler’s value of milk 
for computing uniform price, revise 
paragraph (g) as follows and add new 
paragraphs (h) and (i) as follows:

§1030.60 [Amended] 
* * * * *

(g) Subtract an amount equal to the 
minus location adjustment computed 
pursuant to § 1030.52 (c)(14) or (d);

(h) Subtract the amount obtained from 
multiplying the pounds of bulk fluid milk 
products transferred from pool reserve 
and supply plants to pool distributing 
plants as defined in § 1030.52(c)(6)(ii), by 
an assembly credit of 6 cents per 
hundredweight for the months of March 
through July and 8 cents per 
hundredweight for all remaining months;

(i) Subtract an amount equal to the 
minus transportation allowance 
computed pursuant to § 1030.52(c)(10)(i).

Proposal No. 3
This proposal would provide a direct- 

delivery differential of 6 cents per 
hundredweight during March through 
July and 8 cents during August through 
February payable to producers on milk 
direct-shipped and divert-transferred to 
distributing plants.

In § 1030.61 Computation of uniform 
price, revise paragraphs (c) and (d) as 
follows, and redesignate the present 
paragraphs (c), (d) and (e) as (e), (f) and 
(8)-

§ 1030.61 [Amended] 
* * * * *

(c) Add the amount at pool 
distributing plants obtained by 
multiplying the difference between the 
pounds of producer milk in all classes 
pursuant to § 1030.60(a) and the 
diversions associated with that producer 
milk by 6 cents per hundredweight for 
the months of March through July and 8 
cents per hundredweight for all 
remaining months.

(d) Add the amount at pool 
distributing plants obtained by 
multiplying the pounds of producer milk 
receive directly from farms pursuant to 
§ 1030.13(d) by 6 cents per 
hundredweight for the months of March 
through July and 8 cents per 
hundredweight for all remaining months.

(e) Add an amount representing not 
less than one-half the unobligated 
balance in the producer-settlement fund;

(f) Divide the resulting amount by the 
sum of the following for all handlers 
included in these computations;

(1) The total hundredweight of 
producer milk; and

(2) The total hundredweight for which 
a value is computed pursuant to 
§ 1030.60(f); and

(g) Subtract not less than 4 cents nor 
more than 5 cents per hundredweight.
Proposal No. 4 

§ 1030.71 [Amended]

In § 1030.71 Payments to the producer- 
settlement fund, revise paragraph 
(a)(2)(i) to read as follows:

(a)(2)(i) The value at the uniform price 
as adjusted pursuant to § 1030.75, of 
such handler’s receipts of producer milk 
plus the value pursuant to § 1030.61 (c) 
and (d); and.
Proposal No. 5  

§1030.73 [Amended]
In § 1030.73 Payments to producers 

and to cooperative associations, revise 
paragraphs (a)(2) and (c)(2)(i) to read as 
follows:
* * * * *

(a)(2) On or before the 18th day after 
the end of each month, for producer milk 
received during such month, at a rate 
per hundredweight of not less than the 
uniform price plus the added value 
pursuant to § 1030.61 (c) and (d) as 
adjusted pursuant to § § 1030.74,
§ 1030.75, and § 1030.86, less any 
payment made pursuant to paragraph 
(a)(1) of this section, and any proper 
deduction authorized in writing by such 
producer and plus or minus adjustments 
for errors in previous payments made to 
such producer. If by such date the 
handler has not received full payment 
from the market administrator pursuant 
to § 1030.72 for such month, he may 
reduce pro rata his payments to 
producers by not more than the amount 
of such underpayment. Payment to 
producers shall be completed thereafter 
not later than the date for making 
payments pursuant to this paragraph 
next following receipt of the balance 
due from the market administrator. 
* * * * *

(c) * * *
(2)(ii) For milk received during the 

month, the handler shall pay the 
cooperative association on or before the 
16th day after the end of the month 
during which time the milk was received 
at a rate per hundredweight of not less 
than the uniform price computed as 
described under § 1030.61 plus the 
added value pursuant to paragraph (c) 
of that section, as adjusted pursuant to 
§ 1030.74 and § 1030.75 and less any 
payment made pursuant to paragraph 
(c)(2)(i) of this section.
Proposal No. 6 

§1030.7 [Revised]

Revise § 1030.7 Pool plant to:
1. Specify for a supply plant shipping 

percentages of five percent for August 
and January and ten percent for 
September through December, and for 
units of supply plants shipping 
percentages of ten percent for August
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and January and 20 percent for 
September through December.

2. Provide the Director of the Dairy 
Division discretionary authority to 
increase or decrease the monthly 
qualification shipping percentages 
established for both supply plants and 
units of supply plants.

3. Allow units of supply plants that 
are owned or fully leased and operated 
by the handler requesting the unit.

4. Allow two or more cooperative 
associations to file a written contractual 
agreement with the market 
administrator obligating each plant of 
the unit to ship as directed by such 
cooperatives.

5. Require that each supply plant in a 
unit must be located within the State of 
Wisconsin or within the portion of the 
State of Illinois that is defined as part of 
the marketing area of Order 30.
Proposal No. 7
§1030.6 [Amended]

§ 1030.6 Supply plant and reserve 
supply plant, revise paragraph (a) to 
read as follows:
*  *  *  *  *

(a) “Supply plant” means a plant from 
which a Grade A fluid milk product is 
shipped or transshipped during the 
month to another plant, except that no 
storage capacity shall be maintained in 
a plant described in § 1030.4(a).
Proposal No. 8 
§1030.13 [Amended]

In § 1030.13 Producer milk, delete 
paragraph (d)(1), redesignate (d)(2) as 
(d)(1) and revise as follows, delete 
(d)(3), redesignate (d)(4) and (d)(5) as 
(d)(2) and (d)(3), delete (d)(6), and 
redesignate (d)(7) as (d)(4). 
* * * * *

(d)(1) Milk from a dairy farmer who 
was not a producer during the previous 
month shall not be eligible for diversion 
unless one day’s production during the 
next two calendar months is received 
and unloaded into the pool plant where 
such milk is reported as producer milk; 
Proposed by Dean Foods Company, 
Cedarburg Dairy, Inc., Certified Grocers 
of Illinois, Inc., and Hawthom-Mellody, 
Inc.
Proposed No. 9 
§1030.7 [Revised]

Revise § 1030.7 Pool plant to:
1. Require reserve supply plants to 

ship to plants described in § 1030.7(d) an 
amount not less than 5 percent for 
August and January, and 10 percent for 
September through December of each 
year of the amount of Grade A milk 
received at the plant from producers. 
Any plant not meeting these shipping 
qualifications would not be a pool plant 
for the remaining months of February 
through July.

2. Provide the Director of the Dairy 
Division the authority to revise the 
percentage for qualification of a reserve 
supply plant if upon his investigation he 
finds it necessary.

3. Eliminate shipments from supply 
plants to other order plants as qualifying 
shipments.

4. Eliminate the provisions for 
"reserve supply plants” and issuance of 
a “call” for shipments by such plants. 
Proposal No. 10
§ 1030.52 [Amended]

In § 1030.52 Plant location 
adjustments for handlers, delete the 
following words in the introductory 
paragraph:

* * * "except that in no event shall 
the adjustment result in a price less than 
the Class III price for the month:.” 
Proposed by The Southland Corporation, 
Kraft Incorporated, and Dean Foods 
Company:
Proposal No. 11

This proposal would modify Central 
Milk Producers Cooperative’s proposals 
No. 2 and No. 3 (assembly allowance 
and direct-delivery and divert-transfer 
differentials) by making them available 
for Class I uses at all pool plants. Also 
the direct-delivery differentials, divert- 
transfer differentials and the assembly 
allowance would be gradually 
decreased beyond zones 1 and 2.
§1030.60 [Am ended]

11a. Revise proposed paragraph (h) in 
§ 1030.60 as follows:

(h) Subtract the amount obtained by 
multiplying the Class I pounds of bulk 
fluid milk products transferred from a 
pool plant to another pool plant by an 
assembly credit based upon the zone 
location of the transferee plant 
according to the following schedule:

Transferee plant March-
July

Other
months

7nne 1 and 9 ............. $0.06 $0.08
7nne 9 ...................... .05 .07
7nne 4 ....................... .04 .06
Zone 5........................ .03 .05
Zone 6 .............................. .02 .04
7nne 7 .......................... .01 .03
Zone 8 .............................. .00 .02
7nr»e 9 ...................... .00 .01
Other 7f>nes............. .00 .00

lib . Revise proposed paragraphs (c) 
and (d) in § 1030.61 as follows:
§ 1030.61 [Amended]
* * * * *

(c) Add the amount at pool plants 
obtained by multiplying the pounds of 
Class I producer milk received at such 
plants, by the credit based upon the 
zone location of the plant, according to 
the following schedule:

Pool plant March-
Juty

Other
months

Zone 1 and 2.............. $0.06 $0.08
Zone 3........................ .05 .07
Zone 4........................ .04 .06
Zone 5.......... ............. .03 .05
Zone 6........................ .02 .04
Zone 7........................ .01 .03
Zone 8........................ .00 .02
Zone 9— ....------------ .00 .01
Other Zones............... .00 .00

(d) Add the amount at pool plants 
obtained by multiplying the pounds of 
Class I producer milk received directly 
from farms pursuant to § 1030.13(d), by 
the credit based upon the zone location 
of the plant, according to the following 
schedule:

Pool plant March-
July

Other
months

Zone 1 and 2.............. $0.06 $0.08
Zone 3........................ .05 .07
Zone 4........................ .04 06
Zone 5........................ .03 .05
Zone 6........................ .02 .04
Zone 7........................ .01 .03
Zone 8........................ .00 .02
Zone 9....................... 00 .01
Other Zones............... .00 .00

Proposed by the Dairy Division, 
Agricultural Marketing Service
Proposal No. 12

Make such changes as may be 
necessary to make the entire marketing 
agreement and the order conform with 
any amendments thereto that may result 
from this hearing.

Copies of this notice of hearing and 
the order may be procured from the 
Market Administrator, Myron R. 
McKinley, 800 Roosevelt Road, Building 
A, Suite 200, Glen Ellyn, Illinois 60137, 
or from the Hearing Clerk, Room 1079, 
South Building, United States 
Department of Agriculture, Washington, 
DC 20250, or may be inspected there.

Copies of the transcript of testimony 
taken at the hearing will not be 
available for distribution through the 
Hearing Clerk’s Office. If you wish to 
purchase a copy, arrangements may be 
made with the reporter at the hearing.

From the time that a hearing notice is 
issued and until the issuance of a final 
decision in a proceeding. Department 
employees involved in the decisional 
process are prohibited from discussing 
the merits of the hearing issues on an ex 
parte basis with any person having an 
interest in the proceeding. For this 
particular proceeding, the prohibition 
applies to employees in the following 
organizational units:
Office of the Secretary of Agriculture 
Office of the Administrator, Agricultural

Marketing Service 
Office of the General Counsel 
Dairy Division, Agricultural Marketing

Service (Washington office only) 
Office of the Market Administrator,

Chicago Regional Marketing Area
Procedural matters are not subject to 

the above prohibition and may be 
discussed at any time.

Signed at Washington, DC on May 15,
1987.
J. Patrick Boyle,
Administrator.
[FR Doc. 87-11563 Filed 5-18-87; 10:22 am]
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