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Kentucky Rural Health Clinic Summit – July 2023

The State of Rural Healthcare and Looking Forward
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State of Rural Health Care 
report
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Research report data for 2023
The state of rural healthcare
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Nearly one in five Americans live in rural 
areas and rely on clinics and critical 
access hospitals for lifesaving medical 
services.

Wipfli surveyed more than 100 rural 
healthcare organizations to get a pulse 
on their financial health. Our inaugural 
state of rural healthcare report covers 
some of their top financial challenges 
and strategic responses.
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Wipfli surveyed 110 rural healthcare 
organizations across 25 states to learn 
how they’re coping. We learned that 
bad news exists — but so does hope 
and optimism. The majority of the rural 
providers we surveyed are in good 
financial health and confident about 
the future.
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Strategic 
priorities for 
rural healthcare 
organizations

To maintain financial health, rural healthcare organizations are 
addressing four strategic priorities:

1 Talent

2 Patient experience

3 Financial performance

4 Digital transformation
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Priority No. 1

Manage talent in 
a record -tight 
labor market
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The top five 
ways rural 
healthcare 
organizations 
are addressing 
the labor 
shortage:

1 Increasing wages

2 Recruiting candidates more proactively

3 Using technology 
(e.g., automated phone systems and apps)

4 Using traveling/temporary nonclinical staff

5 Developing medical education 
and residency programs
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Priority No. 2

Improve the 
patient 
experience 
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Priority No. 3

Strengthen 
financial 
performance
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Priority No. 4

Pursue digital 
tools and 
experiences 
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Appendix: 
The raw data

 Wipfli received survey responses from 110 healthcare leaders in 
25 states.

 The survey was emailed out and answers were collected in 
mid -October through November of 2022. All responses were 
confidential and anonymous.

 Percentages may not equal 100% due to rounding.
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Strategic responses
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Strategy

Optimize 
reimbursement

Know where you 
stand Plan for the future
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“Benchmarking is the continuous process of measuring 
products, services, and practices against the toughest 

competitors or those companies recognized as industry 
leaders.”

- D.T. Kearns, Xerox Corporation
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Key approach to benchmarking initiatives

Plan for
success

Implement
change

Review
results

Gather
data

Analyze
data

Accept
results

Start
Benchmarking helps us to drive 
the definition of:

 Ta rg e t s  - W h e n  h a ve  w e  
a ch ie ve d  o u r g o a ls?

 Ala rm s - W h e n  d o  w e  n e e d  t o  
a le rt  t h e  o rg a n iza t io n  t o  t a ke  
a c t io n ?

Principles of benchmarking
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Wipfli/NARHC Rural Health Clinic Benchmark Report
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“Put the squeeze on Medicare reimbursement.”
- Michael R. Bell
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Rural Emergency Hospitals 
(REH) are a new provider type 
established by the 
Consolidated Appropriations 
Act, 2021 to address the 
concern over closures of rural 
hospitals, effective 1/1/2023.

Reimbursement 
optimization

Ru ra l He a lt h  
Clin ic s

Co m m e rc ia l 
P a yo r  

Co n t ra c t in g

Ru ra l 
Em e rg e n c y 

Ho s p it a l

Often , on e  of th e  m ost ove rlooke d  
are as for in cre ase d  n e t  re ve n u e  
op p ortu n it ie s re la te s to com m e rcia l 
con tracts.  Un d e rstan d  th e  m ajor 
p ayors, con tract  te rm s, an d  if it’s t im e  
to ask for m ore .

De sp ite  th e  ch an g e s in  Me d icare  p aym e n ts for 
RHCs, n e wly ce rt ified  RHCs are  st ill p rovin g  to b e  a  
viab le  op tion  for org an iza tion s.  In  ad d it ion , th e re  
are  som e  op tion s to con sid e r  for b oth  
g ran d fa th e red  an d  n e wly-ce rt ified  RHCs.



© 2022 W ip fli LLP. All rig h ts re se rved .

Rural Emergency 
Ho sp it a ls
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Rural Emergency Hospitals overview
 To be eligible for REH status, hospitals must have 50 or fewer beds and either be in a rural area or 

have an active rural reclassification
 REHs are required to provide 24 -hour emergency services, laboratory services, diagnostic 

radiological services, pharmacy or drug store area, and discharge planning by qualified 
professional

 REHs can also provide other outpatient services such as behavior health, radiology, and outpatient 
rehab. An REH may also establish a separate, distinct part unit licensed as a Skilled Nursing Facility

 REHs must meet Critical Access Hospitals CoPs for Emergency Services
 Cannot have per -patient averages exceed 24 hours ( individual patient stays can exceed 24 hours)
 Can provide observation care and additional medical outpatient services
 All covered outpatient services provided by REHs will receive an additional 5% increase in payment 

of the  standard OPPS rate that would be paid (none of this additional 5% would be charged to 
beneficiary coinsurance)

 In addition to the 5% increase, REHs will also receive an additional monthly facility payment from 
Medicare. This facility payment will increase annually by the market basket percentage which is 
established by CMS. The current established facility payment for 2023 will be $272,866 per month

 A hospital that converted to an REH is able to convert back to their previous provider type as long 
as the conditions of participation are met.
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Rural Emergency Hospitals drawbacks

 REHs are not considered an eligible provider for 340B drug pricing
 REH-designated hospitals can no longer provide inpatient or swing -bed care and must have a 

transfer agreement with at least one Medicare -certified hospital designated as a Level I or Level II 
trauma center.  (REHs can provide SNF services; however, must gain licensure and create a distinct 
part unit for SNF services which may have previously been done under a hospital’s swing bed 
license.)

 With this being a brand -new provider type there are a lot of unknowns and there could be several 
changes to this provider type in the future periods

 Not all states have established REH rules yet regarding REH’s
 Hospitals that are currently operating with an inpatient unit would have to make determinations 

on what to do with staff that would no longer be needed (terminations or transfers to other 
locations)

 Community perspective of no longer offering inpatient services and handling of employees who 
would no longer be needed

 REHs that would make the determination to transition back to old hospital type could have 
challenges filling positions
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Rural Health 
Clinics
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Strategy: Mobile RHCs

 Mobile RHCs for Medicare use an existing Medicare RHC rate:
▶ So, in theory, if a hospital developed a mobile RHC, it may not be subject to the new 

Medicare RHC caps
 No new certification – The RHC is basically an extension of the existing RHC

▶ RHC conditions of participation do not have to be met in the mobile unit as long as 
the clinic as a whole (permanent and mobile unit) meet the requirements

▶ Must provide services in a rural area and that location must have a current shortage 
designation

▶ Services in the location must have a consistent schedule
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Strategy: Mental health services

 Beginning in 2022, Medicare pays mental health telehealth services as a “distant site” 
paying at the AIR  
▶ Patients must have been seen within the last 12 months (there are exceptions to the 

rule)
 This change in reimbursement allows RHCs to contract with remote behavioral health 

providers to offer telehealth visits and receive their AIR payment
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Strategy: HOPD to RHC or stay as existing HOPD?

 As the Medicare cap continues to grow, it may be advantageous to convert existing 
hospital outpatient department (HOPD) clinics to RHCs
▶ Why?  Medicare RHC rates may eventually be higher than the Medicare fee for 

service rates
▶ HOPD status could be advantageous depending on the service mix; specialty 

services are often reimbursed higher by Medicare in a HOPD
▶ The 2021 increases in the Medicare physician fee schedule may be a factor

 Does the state recognize HOPD status?
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Strategy: Change of address

 “Grandfathered” RHCs can move and keep the existing RHC rate intact (note that Health 
Professional Shortage Area ( HPSA )/Medically Underserved Area (MUA), rural, and 
conditions of participation must be met).

 Does your organization have a larger clinic that does not currently have RHC status?  
Could you move an already existing certification to that location and recertify and 
smaller/less Medicare & Medicaid -utilized clinic?
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Strategy: Review the Medicaid RHC rate

 Make sure your RHC Medicaid rates are maximized
 Has your clinic considered a change in scope of services request?  

Note:  A loss in Medicare RHC reimbursement may be offset by a gain in Medicaid RHC 
reimbursement. RHC status may still make sense depending on your state’s RHC 
reimbursement rates and your clinic’s payer mix.
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Strategy: Addition of RHC -defined practitioners

 Beginning 1/1/2024, the following additional RHC practitioners will be recognized by CMS 
and with services paid at the AIR
 Marriage and Family Therapists
 A Mental Health Counselor is recognized as an individual who

 ‘‘(A) possesses a master’s or doctor’s degree which qualifies for licensure or 
certification as a mental health counselor, clinical professional counselor, or 
professional counselor under the State law of the State in which such individual 
furnishes the services described in paragraph (3); ‘‘(B) is licensed or certified as a 
mental health counselor, clinical professional counselor, or professional counselor 
by the State in which the services are furnished; “(C) after obtaining such a 
degree has performed at least 2 years of clinical supervised experience in mental 
health counseling; ‘‘(D) meets such other requirements as specified by the 
Secretary.’’
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Strategy: Productivity Standard Exception Request

 RHC productivity exemptions were NOT included in the Section 1135 waivers for the 
COVID -19 public health emergency.

 During the pandemic, The Centers for Medicare & Medicaid Services (CMS) provided 
guidance to the Medicare Administrative Contractors that burdens should be eased 
during this timeframe and staffing shortages or lack of volumes due to COVID -19 could 
be a reason to grant an RHCs request for exemption to the productivity standards; 
however, there is no specific waiver for the exemptions.

 RHCs can continue to request exemptions to the standards with the understanding that 
the Medicare Administrative Contractors (not CMS) make the decision whether or not to 
grant the exception.

 What justifications might your clinic have after the end of the PHE ?
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Strategy: Productivity Standard Exception Request
Example Calculation of Productivity Standards:

FTEs
Actual Visit s 

in  RHC

Minim um  
Required 

Visit s
Physicians 1.50                3,500              6,300               
Physician Assist ant s 0.90              1,500              1,890                
Nurse Pract it ioners 0.80              2,000             1,680                
Cert ified Nurse Mid-W ives -                -                  -                   

7,000             9,870               

Total Allow able RHC Cost s 2,000,000$  2,000,000$   
Calcu lat ed Cost  Per Visit 285.71$          202.63$          

Medicare Visit s 1,750               
Reim bursem ent  Im pact  of Product ivit y Lim it s (145,390)$      
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“If you fail to plan, you are planning to fail .” 
– Benjamin Franklin
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The facility planning continuum

People
• Service area definition
• Population demographic 

trends
• Utilization trends

Market/strategy
• Market share
• Growth opportunities
• Volume projections
• Key Rooms needed
• Provider need
• Strategic objectives

Facility
• Appropriate services
• Key Room requirements to 

meet future need

Finance
• Financial performance
• Affordability
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Lo c a t io n
 Is  t h e  d e p a rt m e n t  a p p ro p ria t e ly 

lo c a t e d  fo r t h e  c u s t o m e rs  it  se rve s  
a s  w e ll a s  p ro xim it y re la t io n sh ip s  t o  
re la t e d  d e p a rt m e n t s /fu n c t io n s?

De s ig n
 Is  t h e  d e p a rt m e n t  a p p ro p ria t e ly 

d e s ig n e d  fo r e a se  o f a c c e ss  a n d  
e g re ss , a s  w e ll a s  o p e ra t in g  
e ffic ie n c y a n d  p a t ie n t  sa fe t y?

Sp a c e
 Is  t h e  d e p a rt m e n t  a p p ro p ria t e ly 

s ize d  fo r t h e  fu n c t io n s  it  se rve s , t h e  
m o d a lit ie s  re q u ire d , a n d  n e e d e d  
su p p o rt  sp a c e s?

Cu s t o m e r se rvic e
 Do e s  t h e  d e p a rt m e n t  h a ve  p o s it ive  “firs t  im p re ss io n ” 

a t t rib u t e s , e a sy w a yfin d in g , p riva c y, c o n fid e n t ia lit y, 
a n d  n e e d e d  a m e n it ie s  t o  se rve  p a t ie n t s , fa m ilie s , s t a ff, 
a n d  p h ys ic ia n s?   Are  yo u  a b le  t o  se rvic e  t h e  n e e d s  o f 
p a t ie n t s  a p p ro p ria t e ly a n d  p ro vid e  q u a lit y c a re  in  t h e  
sp a c e ?

Off-s it e  p o t e n t ia l
 Co u ld  t h e  d e p a rt m e n t  b e  s it u a t e d  

o u t s id e  o f t h e  Ho sp it a l p ro p e r, 
e it h e r o n  s it e  (d e t a c h e d ) o r o ff 
s it e ?

Ove ra ll p rio rit y 
 De c id e d  b a se d  o n  w e ig h t e d  

c o n s id e ra t io n  o f a sse ssm e n t  c rit e ria , 
sp a c e  b e n c h m a rks , a n d  o ve ra ll 
c o n t rib u t io n  t o  c lin ic a l o u t c o m e s

Facility assessment methodology
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Provider need assessment methodology

Supply
• Supply
• Competitor 

research
• Anticipated 

retirements

Demand
• Reflect each 

service area’s 
unique 
demographics

Overage or 
shortage by 

specialty

Supply counts updated to adjust for provider productivity



Transformative
Leadership 
Linkage
YOUR PEOPLE STRATEGY MUST CONNECT TO YOUR 
BUSINESS STRATEGY
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The process

Cascades 
throughout 
the 
organization.

Business
plan

01
Broad 
strategies 
identified for 
people to 
implement 
the business 
strategy.

People 
strategy

02
Leader 
standards or 
philosophy 
created 
summarizing 
what leaders 
need to know.

Standards

03
Development 
plan created 
from 
standards and 
from gaps 
identified with 
current 
leaders for 
existing and 
future roles.

Development 
plan 

04
Programs, 
coaching, and 
other traction 
items put into 
play for all 
leaders.

Execution

05
Measure 
throughout

06
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Closing comments and 
Q&A
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Q & A Things to think about

 Benchmarking: How do you stack up?

 Reimbursement strategies: Where to focus?  

 Planning for the future:
▶ Strategic planning?
▶ Capital planning ?
▶ People planning ?
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© Wipfli LLC. All Rights reserved. “Wipfli” refers to Wipfli LLP.2023

wipfli.com

Katie Jo Raebel, CPA
Partner
kraebel@wipfli.com

509 232 2044
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