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RICHARD S. REID, MPA, FHFMA, CPA, 
Director, Provider Payment Analytics 

As Director of Provider Payment Analytics, Rick’s expertise covers a wide range of 
strategic initiatives centered on the complexities of reimbursement and payment for 
all provider types; including specialization in ensuring rural health providers are 
optimizing their opportunities. 

Having worked within numerous health systems and hospitals nationwide in a variety of roles in 
finance departments, including multiple years as a CFO, Rick has developed a strong understanding 
of both present and future reimbursement and payment issues and proactively develops strategies 
to ensure providers are optimizing their opportunities. In
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CAREN PUVALOWSKI, CHFP
LEAD CONSULTANT, CRITICAL ACCESS HOSPITALS

Caren offers over twenty-three years of CAH and other Rural Hospital financial, 
accounting revenue cycle and reimbursement experience. She has worked in a 
variety of roles in the finance departments of CAHs, including multiple years as a 
CFO. 
Caren’s broad experience in multiple facilities has included ensuring that they optimize their 
payments under their CAH and rural designations. Areas of focus have included financial, 
reimbursement, cash flow analysis, pro-forma scenarios, accounting, general ledger, financial 
statements, contractual allowance, contract management and negotiations, operational 
efficiency, and revenue cycle analysis. Caren brings these areas of focus to effectively assist our 
clients. 



Agenda
• Rural Health Pain Points
• Critical Access Hospital – CAH

• Background, Requirements, Characteristics, Locations
• 8 Special Medicare Rules and Advantages 
• Cost Reporting
• Rural Health Clinics
• Health Professional Shortage Area - HPSA
• Other Considerations

• Managed Care Contracting and Out of State Patients
• Education and Communication
• Legislation – Past, Present, Future
• Resources
• Questions
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Rural Health Reimbursement

Pain Points
• Payor Rate Increases not keeping pace with cost
• Pressures on costs continues

• Little left to cut in efficient providers
• Cutting too much often causes unforeseen challenges

• Risk with impact to volumes, safety and quality
• True impact of cost reductions

• Low Margins create capital funding constraints
• Efficiencies an issue without adequate volumes
• Aging of “Baby Boomers” 

• Impact on payor mix
• Fee for value vs. volume
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Rural Health Reimbursement

Pain Points - Continued
• Shift to Patient Responsibility
• Hospitals continue to have to be strategic in growth and market 

share
• Where to expand services and where to contract
• Have to stay competitive
• Can’t be all things to all people

• Staffing continues to be a challenge
• Smaller Providers in large systems not receiving same attention as 

Flagship provider location
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Critical Access Hospitals - CAH
Background

• Designation created by the Balanced Budget Act in 1997

• Requires approval by Centers for Medicare and Medicaid 
Services (CMS)

• Reduce financial vulnerability

• Improve access to healthcare

• Rural populations – older, poorer and sicker
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Critical Access Hospitals - CAH

Requirements

• CAH must have 25 or fewer acute care inpatient beds.
• Located more than 35 miles from another hospital – 15 miles 

from another hospital in mountainous terrain or areas with 
only secondary roads (unless met State necessary provider 
exception prior to 01/01/06)

• Average length of stay of 96 hours or less for acute care 
patients (swing bed have no length of stay limit)

• Must Have Relationship with another Hospital to Transfer 
Patients to.

• Must provide 24/7 emergency care services
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Critical Access Hospitals - CAH
Services provided:

• 24/7 ER Care
• Trauma Center
• Operating Room
• OB
• Swing Beds
• Skilled Nursing Facility
• Ancillary – Lab, X-ray, Sleep Lab
• Therapy – IV, Respiratory, Physical, Occupational, Speech
• Physician Services – Clinics
• Rental Space – Specialists – Neuro, Urology, Podiatry, Oncology, 

Allergy, Cardiology, etc.
• Anything that any hospital can provide – As long as the LOS is under 

96 hours and Meets the Community Need
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10As of April 16, 2018, there are 1,346
CAHs located throughout the United 
States. 
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Critical Access Hospitals by State Effective April 16, 2018
STATE CAH % of total

Kansas KS 85                     6.32%
Texas TX 84                     6.24%
Iowa IA 82                     6.09%
Minnesota MN 78                     5.79%
Nebraska NE 64                     4.75%
Wisconsin WI 58                     4.31%
Illinois IL 51                     3.79%
Montana MT 48                     3.57%
Washington WA 39                     2.90%
Oklahoma OK 38                     2.82%
South Dakota SD 38                     2.82%
Michigan MI 36                     2.67%
Missouri MO 36                     2.67%
North Dakota ND 36                     2.67%
Indiana IN 35                     2.60%
California CA 34                     2.53%
Ohio OH 33                     2.45%
Colorado CO 31                     2.30%
Mississippi MS 31                     2.30%
Georgia GA 30                     2.23%
Arkansas AR 29                     2.15%
Idaho ID 27                     2.01%
Kentucky KY 27                     2.01%
Louisiana LA 27                     2.01%
Oregon OR 25                     1.86%
North Carolina NC 20                     1.49%
West Virginia WV 20                     1.49%
New York NY 18                     1.34%
Maine ME 16                     1.19%
Wyoming WY 16                     1.19%
Pennsylvania PA 15                     1.11%
Alaska AK 14                     1.04%
Arizona AZ 14                     1.04%
Tennessee TN 14                     1.04%
Nevada NV 13                     0.97%
New Hampshire NH 13                     0.97%
Utah UT 13                     0.97%
Florida FL 12                     0.89%
New Mexico NM 10                     0.74%
Hawaii HI 9                       0.67%
Vermont VT 8                       0.59%
Virginia VA 7                       0.52%
South Carolina SC 5                       0.37%
Alabama AL 4                       0.30%
Massachusetts MA 3                       0.22%
TOTALS 1,346               



8 Special Medicare Rules and 
Advantages 
1. Cost Reimbursed at 101%
2. Can provider Swing Bed Services
3. Eligible for 340B Pharmacy Benefits
4. Excluded from Provider Based Restrictions 
5. Full Cost Reimbursement for RHC Services
6. Professional Provider Opportunities 
7. More Flexible Staffing Requirements
8. Additional Capital Funding Resources and Options Available
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Cost Reimbursed  at 101%
• Inpatient 

• Outpatient 

• Capital

• Approximately 50% of states recognize CAHs and have a cost 
reimbursement model for Medicaid patients
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Swing Beds
• A swing bed is a bed that can be used for either acute care or 

post-acute care that is equivalent to skilled nursing facility 
(SNF) care. 

• CMS approves CAHs, and other hospitals, to furnish swing 
beds, which gives the facility flexibility to meet unpredictable 
demands for acute care and SNF care. 

• Swing bed services in CAHs are eligible for cost-based 
reimbursement, while swing bed services in non-CAH small 
rural hospitals are paid under the SNF prospective payment 
system. 
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Eligible for 340B Pharmacy 
Benefits
• Significant cost savings

• Not subject to the 22% reimbursement reduction

• Contract Pharmacies

In
no

va
tiv

e 
St

ra
te

gi
es

. E
xc

ep
tio

na
l R

es
ul

ts
.

Th
e 

Ry
ba

r G
ro

up
, I

nc
.  

16



Excluded from New Provider 
Based Changes
• New Provider Based Rule changes do not apply to CAHs

• Still subject to the distance requirements

• Watch out for distance from other provider based facilities
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Full Cost Reimbursement for 
RHC Services
• Independent RHCs

• Not affiliated with another provider
• Subject to payment cap
• Medicare 2018 rate - $83.45 per visit
• Medicaid rate – clinic specific rate (approximately $75)

• Provider Based RHCs
• Work as a department of CAH
• Not subject to payment cap
• Overhead is allocated to the RHC through the step down overhead 

allocation process the same as other departments.
• Actual costs per visits > $110 - $200 (Medicare)
• Higher per visit amount for Medicaid
• Not subject to per visit limit of approximately $90 per visit.
• Are subject to provider productivity limits
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Professional Provider Opportunities

• Not subject to RCE limits on A-8-2.
• ER physician stand-by time is included in provider time.

• Need time studies –
• Signed by physician or ED physician director during or near the cost 

report period.
• Worse case they could 100% of time when there is a patient in 

the ED as professional time.
• Do not need a physician in the ED 24*7. 

• Needs to be available or via telemedicine
• CRNA cost based reimbursement 
• CAH services – 101% of reasonable costs
• Option 2 Billing – See next slide
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Professional Provider Opportunities –
Option II Billing
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• CAH bills Medicare for both the facility and professional services on 
a single claim.

• Eligible medical professionals have to reassign their billing rights to 
CAH.

• Applies to outpatient services only.

• Does not include Rural Health Clinic (RHC) services.

• Setting specific not provider specific

• Physician Professional services – 115% of allowable amount under 
the Medicare Physician Fee Schedule. 

• CAH services – 101% of reasonable costs



More Flexible Nurse Staffing 

• Not Required to have an RN in the unit when there are no 
Inpatients.

• RNs must be on call and able to provide care within 30 
minutes of being contacted.
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Additional Capital Funding 
Resources and Options Available
• CAHs qualify for a variety of capital funding opportunities, 

such as grants and loans. Among others, the following two 
programs focus on helping CAHs with their capital funding 
needs. 

• USDA Community Facilities Loan and Grant Program –
provides funding to construct, expand, or improve rural 
healthcare facilities, including CAHs. 

• HUD Section 242: Hospital Mortgage Insurance Program –
helps rural healthcare facilities finance new construction, 
refinance debt, or purchase new equipment such as hospital 
beds and office machines. 
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Cost Reporting
• Cost Reimbursed
• Cost Centers
• Cost Allocation Matters

• B-1 statistics
• Charges

• Medicare Outpatient Coinsurance is 20% of Billed Charges
• Make sure the charges are not so high that the majority of 

outpatient services are not paid by the patient. (Example on next 
slide)

• Interim cost report
• Planning, budgeting, financials, year end prep
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Cost Report – Charge Example
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Outpatient Charges 10,000,000 8,000,000 6,000,000 

Cost to Charge Ratio 50% 63% 83%

Medicare Costs 5,000,000 5,000,000 5,000,000 

Coinsurance (20% of billed charges) 2,000,000 1,600,000 1,200,000 

Medicare Cash 3,000,000 3,400,000 3,800,000 



Recent Cost Report Audit Activities

• Bad Debts
• Collection activities – returned to CAH as uncollectible
• Documentation, Documentation, Documentation 
• Deceased Patients – Estate activity

• ER provider stand by time
• Documentation
• Contracts – alternative options
• Time Studies

• Other
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CAH Exceptions

• Laboratory
• Non-CAH patients reimbursed at fee schedule

• Mammograms
• Diagnostic – cost reimbursed
• Screening – Medicare fee schedule
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Health System Issues

• Rural Areas call for a different strategy than an urban strategy

• Home Office Cost Reporting
• All related services should be allocated.

• What is not Significant to the system is Significant to a CAH or an RHC
• Make sure that the allocation methods make sense.
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Rural Health Clinics
• Types

• Free Standing
• Reimbursement limit
• Provider Productivity Floor

• Provider Based
• 75% Criteria Applies
• No Reimbursement limit, if attached to a less than 50 Bed Hospital
• Provider Productivity Floor Applies – FTEs and visits

• Management 
• Make sure that the Clinic Management gets allocated to the 

Clinic(s)
• Application/Survey requirements
• Managed Care Contracting

• Medicare
• Other
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HPSA Payments
Health Professional Shortage Area

• Incentive Payments for Physicians

• 10% Incentive payments for professional services

• Paid Quarterly

• Not specific to CAH

• Services must be provided in a HPSA

• AQ Modifier on claim

• Auto HPSA Designation 
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Rural Resources
• https://www.ruralhealthinfo.org

• Are you Rural?
• https://www.ruralhealthinfo.org/am-i-rural In
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https://www.ruralhealthinfo.org/
https://www.ruralhealthinfo.org/am-i-rural
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Other Considerations
• Medicare Managed Care Contracts

• Different strategy than in an Urban Setting
• Negotiate the Special Reimbursement Rules into these Contracts
• Even though the facility is “small” the coverage area may be quite 

large.  Don’t underestimate this and don’t give it away.

• Out of State Medicaid Patients
• Out of State Cost Reporting   
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Education and Communication

• Management and the Board need to Understand the Cost Reporting 
Implications of Their Decisions.   Reimbursement is Directly Tied to 
the Cost Report. 

• Turnover of C-suite, board, managers/directors

• Communication is very important between the Finance Staff and the 
Clinical and Operations Staff.
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CAH must consider cost report 
Implications:

• Strategic Planning
• Budget Process
• Contracting with other payers
• Purchase of building and equipment
• Leasing Arrangements
• Staffing
• Physician Contracts
• New Services/Cessation of Services
• Provider Based Entities
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“If it’s too good to be true . . . . .”

• Reference Lab toxicology testing and billing
• Cost report implications
• Other payor implications

• Not all costs are allowable costs

• Other get rich quick schemes
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Legislation Impact –
Past/Present/Future

• Balanced Budget Act (BBA) of 1997
• Balanced Budget Refinement Act (BBRA) of 1999
• Medicare, Medicaid, SCHIP Benefits Improvement and 

Protection Act (BIPA) of 2000
• Medicare Prescription Drug, Improvement, and Modernization 

Act (MMA) of 2003
• Medicare Improvements to the Patients and Providers Act 

(MIPPA) of 2008
• American Recovery and Reinvestment Act
• Affordable Care Act
• REACH Proposal, Farm Bill, Medicaid work rule
• ????????
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Resources
• Rural Health Information Hub https://www.ruralhealthinfo.org

• National Rural Health Resource Center https://www.ruralcenter.org

• National Association of Rural Health Clinics https://narhc.org

• Medicare Learning Network   http://go.cms.gov/MLNGenInfo

• Flex Monitoring Team  http://www.flexmonitoring.org

• National Rural Health Association  https://www.ruralhealthweb.org
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https://www.ruralhealthinfo.org/
https://www.ruralcenter.org/
https://narh.org/
https://www.cms.gov/Outreach-and-Education/Medicare-Learning-Network-MLN/MLNProducts/downloads/CritAccessHospfctsht.pdf
http://www.flexmonitoring.org/wp-content/uploads/2014/04/ds16.pdf
https://www.ruralhealthweb.org/


QUESTIONS? In
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40The Rybar Group is an independent member of the BDO Alliance USA, a 
nationwide association of independently owned local and regional 
accounting, consulting and service firms with similar client goals.

Richard Reid, MPA, FHFMA, CPA
810.853.6167

rreid@TheRybarGroup.com

Caren Puvalowski, CHFP
810.853.6185

cpuvalowski@TheRybarGroup.com
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