
By  Tina Montgomery, President 
MT Chapter of HFMA  
 

To the members of the MT Chapter of HFMA: 

Greetings! 

If you did not have an opportunity to attend the fall conference in Billings 

October 15-17, you missed a great meeting.  Steve Scharmann and his 

committee ensured that there was something presented for everyone.  Thanks 

Steve, I already look forward to the meeting in Bozeman April 15-17. 

In August, Steve and I attended the Fall Presidentôs meeting.  This is an 

opportunity to meet with our fellow Region 10 members and discuss 

opportunities, share ideas and best practices, network, and communicate with 

National HFMA.  One area that was discussed was getting members and 

potential members to understand the benefits of HFMA.  There are so many 

resources that are available to the membership that have not been 

communicated.  We discussed that while it is important to target potential 

members, it is also important that their supervisors understand the benefits.  

We asked National to assist us in gathering information that can be marketed 

by our local chapters.  I believe the best method of advertising is word of 

mouth.  If you know any potential members, please share with them the 

benefits of being a member.  If you have any influence over their 

supervisorsé.even better. 

If you have any questions regarding membership, please feel free to contact 

me at tinam@sidneyhealth.org. 
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2008 Proposed Changes to RHC Program 

Save the Dates!  
2009 Region 10 Conference, February 25-27, 2009 Glendale, AZ 

2009 Montana Chapter Spring Conference, April 15-17, Gran Tree Inn, Bozeman, MT 

2009 ANI- The Healthcare Finance Conference, June 14-17, 2009 Seattle, WA 

ñ2008 Proposed Changes to RHC Programò continued on Page 3  

By Shar Sheaffer, CPA 

Dingus, Zarecor & Associates PLLC 

CMS has issued several proposed changes to the RHC 

program; each being withdrawn before they are final-

ized.  Each proposal brings uncertainty of what the pro-

posed rules could mean to each RHC.  Under the cur-

rent rule there is a safety net provision which prevents 

a RHC from decertification.  The current safety net 

provision is automatic, while the proposed safety net 

requires a RHC to apply and qualify under certain cri-

teria. 

To be a RHC, there are three major qualifiers:   

1. The clinic must be located in a HPSA or MUA  

2. The clinic must be located in a rural area  

3. The clinic must have an employed mid-level 

available to see patients 50% of the time the 

clinic is open   

These remain the top three qualifiers under the pro-

posed RHC rule.  The new rule focuses on what hap-

pens if the clinic loses one of these key qualifiers and it 

allows for a RHC to be decertified.  It also discusses 

changes to staffing requirements, commingling of 

RHCs and nonRHCs, changes in payment methodolo-

gies, and other smaller issues.   

We will first discus what happens to a RHC if it loses 

its HPSA or MUA designation or is subsequently clas-

sified as an urban area.  The rule clearly states that if a 

clinic loses its HPSA or MUA and is located in an ur-

ban area; its RHC status will be lost.  For RHCs that 

lose one or the other (not both) it can apply a safety net 

designation called an essential provider.  The essential 

provider exemptions are for existing RHCs.  A clinic 

applying for RHC status (a new provider) must meet all 

of the RHC requirements to be certified. 

Loss of Rural Status   

If the RHC finds itself no longer located in a rural area, 

it can apply for an exemption.  To qualify, it must be 

located in a minimum level 4 rural urban commuting 

area (RUCA) and be able to demonstrate that at least 

51% of the RHCôs patients reside in the adjacent rural 

area.  The clinic may choose the method of demonstra-

tion.  This could be a map showing the rural/urban cut 

off marked with the addresses of the RHCôs patients.   

Another possibility is a spreadsheet listing the RHCôs 

patients, their zip codes, and the rural/urban status of 

each zip code.   
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Please remember that to qualify for this exemption, 

the clinic must meet both requirements:  

A minimum level 4 RUCA,  

Demonstrate 51% of its patients reside in the ad-

jacent rural area.   

To determine if the clinic is in a nonurbanized area use 

the U.S. Census Bureau list of urbanized areas at 

http://factfinder.census.gov or contact your CMS regional 

office (RO).  If an area is not listed as urbanized, it is 

considered nonurbanized.  To determine the RUCA level, 

visit http://depts.washington.edu/uwruca/download.html.   

The request for exemption is for a three-year period and 

is made to the CMS RO.  If the RHC is considered urban 

and it does not meet this exception, it will be decertified. 

Loss of Shortage Designation 

A clinic must be located in a geographic HPSA, popula-

tion group HPSA, governor designated and secretary cer-

tified HPSA, or a MUA to qualify for RHC status (MUPs 

to not qualify).  Automatic HPSA allowed under the cur-

rent regulations are not part of the proposed rule.  Under 

the proposed rules, HPSAs and MUAs must be updated 

every three years.  If the HPSA or MUA has lapsed the 

three year period, and a renewal application has not been 

received by HRSA, the RHC will be decertified.  This 

distinction is important as many HPSA are outdated.   

There are four ways a clinic can qualify as an essential 

provider if it loses its HPSA or MUA designation.  The 

exemptions work together so a RHC can assess whether 

they meet the criteria of each in the order listed here.  The 

intent of the RHC program is to provide rural and under-

served areas access to primary healthcare.  Think of each 

exemption as an approved method to show the RHC is 

meeting the intent of the regulations. 

1. Sole-Community Provider 

The first shortage designation exemption is a distance 

requirement.  Theoretically, more RHCs will qualify as a 

sole-community provider than the other exemptions.  To 

be a sole-community, essential provider, the RHC must 

be at least 25 miles from the nearest participating primary 

care provider (or at least 30 minutes if the closest clinic is 

between 15-25 miles).   

A participating provider is a provider who actively ac-

cepts and treats Medicare, Medicaid, low income, and 

uninsured patients.  To determine if your RHC qualifies, 

start by identifying all clinics within a 15-mile and a 25-

mile circle of the RHC.  Assess where each clinic (if any) 

is locatedðboth in driving time and actual miles.  If no 

clinics are within 25-miles or 30-minutes driving time  

(clinics between 15-25 miles of the RHC), the RHC can 

apply to be an essential provider.  If there are clinics 

within this circle, the RHC must then assess whether 

these clinics are actively accepting and treating Medicare, 

Medicaid, low income, and uninsured patients.  This in-

formation may not be easy to attain because the compet-

ing clinic will not benefit from the RHCôs increased reim-

bursement. 

2.  Major-Community Provider   

The second shortage designation exemption focuses on 

the type of the RHCôs patients compared to the type of 

patients in the surrounding clinics.  Major-community 

providers are clinics with a large share of Medicare, 

Medicaid, low income, and uninsured patients not meet-

ing the sole-community provider exemptionôs distance 

requirements.  A major-community provider meets the 

following two criteria (must meet both): 

51% or more of its patients are Medicare, Medi-

caid, low income, and uninsured OR at least 31% 

are low income patients.   

The RHC is treating a major share of Medicare, 

Medicaid, low income, and uninsured patients 

compared to the other clinics within a  

25-mile proximity .   

If the RHC established that other participating clinics are 

within 25-miles of the RHC (or 30-minutes driving time 

for clinics between 15 and 25-miles), it is necessary to 

show the majority of services are provided to this demo-

graphic and at a greater rate than the surrounding clinics.  

Generate the amount of patients that are Medicare, Medi-

caid, and self pay by using a CPT code report by payor. A 

good charity care policy will help track the low-income 

patients.  It is easier to prove your own clinicôs statistics 

than to prove a neighboring clinicôs statistics.  If the sur-

rounding clinics are unwilling to provide this informa-

tion, an overall polling of the area may be beneficial.   
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3.  Specialty Clinic 

Since the intent of the RHC program was to increase 

access to primary care to rural under-served areas, it is 

no surprise that a specialty clinic for these purposes is an 

obstetrics (OB) or pediatric clinic.  This criterion blends 

the previous two criteria, but is specific to OB or pediat-

ric care clinics.  To qualify as a specialty clinic essential 

provider the RHC must meet all of the following re-

quirements: 

1. Exclusively provide OB or pediatric services. 

2. Sole or major source of OB or pediatric services 

for Medicaid and uninsured patients 

3. Distance requirement: 

a. 25 miles or more from the next similar partici-

pating clinic OR 

b.15-25 miles from the next like participating 

clinic, but 30 minutes drive time 

4. Actively accepting Medicare, Medicaid, low-

income, and uninsured patients 

5. At least 31% utilized by Medicare, Medicaid, low-

income, and uninsured patients 

To be a specialty clinic essential provider, it is not suffi-

cient that the RHC provides OB and pediatric services; it 

must do so exclusively; be the major source of those ser-

vices in the surrounding area; and be highly utilized by 

Medicare, Medicaid, low-income, and uninsured pa-

tients.  Furthermore, this requirement includes distance 

requirements similar to the sole-community require-

ments except that they are looking for like clinics in the 

area.  

In other words, the participating clinic must also be an 

OB or pediatric clinic.  Since this criterion is similar to 

the first two criteria combined, but relates specifically to 

OB or pediatric services, we face similar issues in prov-

ing a RHC qualifies.   

Mental health services were included as a specialty 

clinic in the first proposed rule, but were not included in 

this proposal.  However, this may become part of the 

final.  Mental health services are allowed in a 

RHC but they must account for less than half of the total 

RHC services.   

4.  Extremely Rural Community Provider 

This essential provider exemption is meant to assist very 

small RHCs who may have opted themselves out of a 

shortage designation by bringing a practitioner into the 

area.  To qualify under this exemption the RHC must be 

actively accepting Medicare, Medicaid, low-income, and 

uninsured patients and be located in a frontier county.  A 

frontier county is a county with six or less people per 

square mile or a RUCA code 10.  Very few RHCs qual-

ify under this essential provider type. 

The request to be an essential provider is made to the 

CMS RO and must be updated every three years (similar 

to how HPSAs and MUAs are updated every three 

years).  These exceptions to the rule are for existing pro-

viders only.  For clinics wanting to join the RHC pro-

gram, they must meet the RHC criteria. 

Out of compliance 

If a RHC finds itself out of compliance, its RHC desig-

nation will be terminated.  This includes clinics who are 

in a newly urbanized area, lost their HPSA or MUA des-

ignation, and those that have not had their HPSA or 

MUA updated in the last three years.  RHCôs located 

in a HPSA that has not been updated in the last three 

years, should ensure an application is sent to HRSA re-

questing the designation be updated.  Furthermore, the 

RHC should work with the surveyor to ensure they have 

a proper calculation.  Working with HRSA and your 

State Office of Rural Health to renew your HPSA or 

MUA is less work than proving the clinic is one of the 

four types of shortage loss essential providers.   

Decertification occurs 180 after the RHC is found out of 

compliance.  If HRSA has received an application for 

renewal of a HPSA or MUA, a clinic will not be decerti-

fied before the renewal is issued.  However, if the area 

no longer qualifies as a shortage area, the RHC can be 

decertified. 

Staffing Requirements 

RHCs are required to have a mid-level available to see 

patients 50% of time the clinic is open.  For a RHC to 

bill an encounter for a mid-level, that mid-level must be 
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an employee of the RHC (contracted mid-levels are pro-

hibited).  The proposed rules allows for mid-level waiv-

ers and contracted mid-levels. 

Loss of mid-level 

Under the proposed rule, a one year waiver can be re-

quested for the loss of a mid-level.  To receive the 

waiver, the RHC must prove they could not hire a mid-

level during the previous 90-day period.  Non-

compliance with the mid-level requirement is 

ñmandatory decertificationò.  We anticipate the final 

rule will allow some leniency for RHCs not aware 90-

days before the departure of their mid-level.   

Furthermore, the proposed rule does not allow for an-

other waiver to be granted until six-months after the ex-

piration of the previous waiver.   

So what does this mean?  

If the RHC is granted a year-waiver and hires a mid-level 

three months into the waiver, it still must wait nine-

months before it can request anotherðthree months from 

the expiration of the prior waiver.  Therefore, another 

cannot be granted until 18-months after the first request 

was granted.  An exception may be if once a mid-level is 

hired, the RHC requests the waiver be terminated; 

thereby, expiring the previous waiver. 

Contracted mid-level   

Under the proposed rule, a RHC can now have con-

tracted mid-levels; however, it must still employee one 

mid-level.  The contracted mid-level counts towards the 

50% rule. 

Payment Changes 

Currently, a RHC is paid a cost-per-visit by Medicare.  

This cost-per-visit could be the actual allowable cost of 

the clinic (RHCs provider-based to a hospital with less 

than 50 beds), but it could also be the pre-set per-visit 

cap (free-standing RHCs and RHCs provider-based to 

hospitals with more than 50 beds).   

The actual payment to the RHC is 80% of its cost-based 

RHC rate (or per-visit cap) and 20% of the clinic charge 

(co-insurance amount).  If a patient owes a deductible, 

the amount paid by the patient towards the deductible is 

also based on the amount of charge. 

Once the cost report is filed, actual  

deductibles are reported as payments, but the coin-

surance amount is calculated as 20% of the cost-per-

visit (or per-visit cap).   

The proposed rule requires actual coinsurance to be in-

cluded into the cost report.  This allows Medicare to re-

coup the additional amount paid by the patient against its 

portion of actual cost; thereby, decreasing the total 

amount received by the RHC.  Furthermore, the rule 

states that the actual payment by Medicare cannot be 

greater than 80% of cost.  Conversely, the actual pay-

ment by Medicare can be less than 80% of cost.  There-

fore, if the clinicôs charges are less than its RHC rate, 

then Medicare will not pay the additional amount to 

make the clinic whole, but if the clinicôs charge is greater 

than the RHC rate, Medicare will recoup the amount paid 

by the patient against the 80% of cost it owes. 

What to do now? 

If the clinicôs charges are less than its RHC rate, the 

RHC should first look at its RHC rate.  A high rate may 

mean the clinicôs costs are higher than necessary and the 

RHC should determine if an opportunity exists to de-

crease cost in the clinic (bring its costs in-line with its 

current charges).  A RHC should then review its charge 

structure to ensure it properly bills for services. 

Commingling 

Commingling is when a RHC shares space with a 

nonRHC.  This has always been allowed, but the rules 

were never clear.  Under the proposed rule, commingling 

is allowed, but subject to several stipulations.   

Commingling is not allowed for physicians who seek to 

optimize reimbursement by calling the same clinic room 

RHC or nonRHC based on the particular patientôs diag-

nosis and respective charge.  If one doctor is a RHC doc-

tor during a set amount of hours in the clinic, that physi-

cian must bill each visit as a RHC visit regardless of 

which reimbursement is higher.  One exception:  RHC 

doctors can still be on-call at the emergency room and 

bill those to part B using their respective provider num-

bers (not the RHC number). 

Accurate accounting of staff, space, and supplies is es-

sential for commingled clinics.  Nursing staff and space 

can be easily identified because typically a nurse follows 

one doctor, and the exam rooms will be separate rooms.  

However, the breakout of supplies and reception area is 

more complex.  Supplies should be in nonshared cabinets 
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to ensure each clinic is charged for the supplies they 

used.  Nursing staff should be educated to understand 

that they cannot take supplies from the other ñclinicò 

within their clinic.  Reception area should have a meth-

odology to allocate the receptionistôs time (perhaps by 

visits) and space (perhaps clinical square footage).   The 

intermediary has the authority to determine acceptable 

accounting methods for allocating these costs.  There-

fore, the method the clinic chooses should be accurate 

and auditable as Medicareôs allocation may not be as 

beneficial to the clinic. 

Clarifications 

The new rule clarifies that a RHC encounter should be 

billed for medically necessary, face-to-face encounters in 

the RHC and a patientôs home.  A patientôs home is a 

traditional home, all nursing homes, assisted living facili-

ties, and swing bed patients.  Please note that this is not a 

change from the prior rules, rather it is a clarification.   

 

Tip:  We recommend that RHCs 

review their charge structure to 

ensure they are billing a RHC en-

counter for visits performed in a 

nursing facility and swing beds.  

Many facilities miss these encoun-

ters and receive less reimbursement than if they billed 

using their encounter rate. 

 

Other 

The rule also proposes several other changes for RHCs: 

Quality Assessment and Performance Improve-

ment Programs (QAPI) are mandatory  

approved programs available on web) 

Infection control guidelines and an implementa-

tion plans are mandatory. 

A RHC must post hours of operation (days and 

hours RHC services are provided). 

Allows patient to be inside building before or 

after posted RHC hours  

RHC staff must receive emergency medical 

training.  The minimum requirement is basic life 

support (BLS).  Since medical personal are re-

quired to be on site when the clinic is open, only 

medical personal are required to have this train-

ing.  Furthermore, the RHC should have emer-

gency equipment on site.  Defibrillators are rec-

ommended but not mandatory 

CMS estimates 500 clinics will be decertified based on 

the proposed rules. 

Please, keep in mind that these rules are not finalized and 

therefore, changes will occur to the information listed 

here. 

Please call 509.242.0874  with any questions you may 

have on these rules, we are always happy to assist! 
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On November 9, 2007, the Federal Register published a 

lengthy ruling regarding protecting Identity Theft with 

what they referred to as ñRed Flagò rules.  According to 

Tiffany George at the FTC, these rules apply to every 

entity extending credit to consumers.  Thus, if a business 

does not require full payment in advance of a service or 

providing goods, they are considered a creditor and subject 

to these rules.   

The broad interpretation of this language has surprised a 

number of hospitals who now face a tight deadline for 

compliance which was originally slated for November 1, 

2008.  On October 22, 2008, the FTC issued an extension 

to the deadline until May 1, 2009.  All covered entities 

must have a program established to combat identity theft 

by this date.   

The rules as published in the Federal Register outline 4 

steps which are necessary to be included in your program. 

These include 1) Identifying Red Flags which could signal 

identity theft; 2) Detect the Red Flags which are built into 

your program; 3) Respond to Red Flags which are detected 

and 4) Update the program on a regular basis.  

The initial program must be approved by the Board of 

Directors or a committee approved by the Board.  Staff 

must receive regular training on the program and there 

must be an individual designated as the ñoversight 

employee.ò  In addition, there must be a regular (at least 

annual) report on your compliance- this could be 

accomplished through your compliance committee.  

Enforcement of your program extends to any third-party 

vendors involved in the collection process as well.   

The full rule can be found at 

http://ftc.gov/os/fedreg/2007/november/071109redflags.pd

f   

The FTC section begins on page 63771. 
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