P.O. Box 387  Napoleonville, Louisiana 70390
Office: (985) 369-3813  Fax: (985) 369-3630  www.lrha.org

June 28, 2016

Andy Slavitt
Acting Administrator
Centers for Medicare and Medicaid Services
Hubert H. Humphrey Building
200 Independence Avenue, SW, Room 445‐G
Washington, DC 20201
Re: Critical Access Hospital Reimbursement
Dear Administrator Slavitt:
On behalf of the Louisiana Critical Access Hospitals (CAHs), the Louisiana Rural Health
Association (LRHA) is writing to address our concerns related to the Department of Health and
Human Services’ fiscal year 2017 budget proposal to reduce critical access hospital (CAH)
reimbursement from 101 percent of reasonable costs to 100 percent of reasonable costs. CAHs
play a vital role providing access to health care, economic security for families and seniors, and
jobs to rural communities across the nation. These hospitals are safety nets for hundreds of
thousands of Americans, providing inpatient and outpatient services, as well as 24-hour
emergency care. Given the importance of CAHs throughout rural America, it is essential that
these hospitals receive proper Medicare reimbursement. Reducing CAH reimbursement would
have a significant and detrimental impact not only on these hospitals, but also on their
patients and communities. The LRHA continues to strongly advocate maintaining costbased reimbursement of at least 101 percent of reasonable costs, as currently required by
law.
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The Balanced Budget Act of 1997 created the CAH certification to ensure that hospital care
would be accessible to Medicare beneficiaries in rural communities. As part of this program and
as mandated by law, Medicare pays CAHs 101 percent of their reasonable costs for inpatient and
outpatient services. The reality is, however, that CAHs are currently reimbursed far less than 101
percent of reasonable costs; any additional reductions would threaten and limit their ability to
provide necessary health care in rural communities.

The current sequestration policies, originally set forth in the Budget Control Act of 2011,
decreased Medicare payments to CAHs by 2 percent. This cut has been extended on several
occasions, and will now be in effect through at least 2025. As a result, CAH reimbursement is
actually only 99 percent of reasonable costs. In addition, only a portion of CAH costs qualify for
reimbursement. These “allowable costs” do not capture some of the patient- and physicianrelated costs incurred by CAHs when caring for Medicare beneficiaries, including, but not
limited to, certain emergency department services, standby/on-call costs for certified registered
nurse anesthetists, diagnostic tests and laboratory procedures, preventive community health
services, and services provided at off-campus CAH clinics. This leaves CAHs with a
reimbursement rate of even less than 99 percent of reasonable costs when considering their full
scope of expenses.

Even if CAHs received 101 percent of reasonable costs for all of the costs they incur to treat
Medicare beneficiaries, this 1 percent margin does not provide CAHs with the capital needed to
make much-needed improvements to equipment and their physical facilities or to expand
services offered to their communities. This 1 percent also does not go far enough to account for
the challenges CAHs face as rural hospitals – including low volumes, a case mix that is more
reliant on public program and more vulnerable to Medicare payment cuts and health care
provider shortages.

CAHs play an important role in delivering health care to their communities, and we must
continue to maintain the viability of these important hospitals going forward – that begins
with maintaining cost-based reimbursement of 101 percent of reasonable costs. These
hospitals provide essential high-quality medical care to the 19.3 percent of the U.S. population
that resides in rural area, including many vulnerable patients. CAHs are often the only source of
care in the area and, in total, treat approximately 7 million patients in their emergency
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departments and an additional 38 million in their outpatient departments. Yet, they account for
less than 5 percent of total Medicare payments to hospitals.

We encourage the Centers for Medicare & Medicaid Services (CMS) and its Rural Health
Council to reframe and broaden the scope of its work related to CAHs and other rural
hospitals. Specifically, we urge the agency to move away from simply evaluating cuts to
existing payment programs and instead toward developing integrated and comprehensive
strategies to reform health care delivery and payment.

The LRHA is a non-profit membership organization with more than 400 members throughout
Louisiana that provides leadership on rural health issues. Our membership includes nearly every
component of rural Louisiana’s health care infrastructure, including rural community hospitals,
critical access hospitals (CAHs), Rural Health Clinics (RHCs), Federally Qualified Health
Centers (FQHCs) doctors, nurses and patients. We work to improve rural Louisiana’s health
needs through advocacy, communications, and education.

Thank you for the chance to offer comments on the detrimental proposed reimbursement cuts to
CAHs. Rural hospitals are bedrocks of their communities, providing more than just high quality,
local access to health care. We respectfully request CMS to carefully consider the detrimental
impacts the cuts would have on CAHs as well as to the rural communities they serve.

Sincerely,

Stacy Fontenot
Executive Director
Louisiana Rural Health Association

