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Objectives
• Identify the items that must be submitted to CMS for CAH conversion 

approval
• Explain ways the Flex program can facilitate the Conversion process for 

the hospital
• Recall tactics the Flex Office can use during the conversion process to 

establish a relationship between the new CAH and the Flex Office



Illinois State Flex Program
• Illinois Department of Public Health 

• Office of Rural Health
• Grant Programs

• SORH (State Office of Rural Health)
• PCO (Primary Care Office)
• Flex
• SHIP (Small Hospital Improvement Program)
• SLRP (State Loan Repayment Program)

• State Programs
• J-1 Visa Waiver Program
• Podiatric Scholarship Program
• Underserved healthcare Provider Workforce Load Repayment Program

Presenter Notes
Presentation Notes
Office of Rural health was formed in 1989 with the goal to improve access to primary health in rural and underserved areas

SORH (point of contact for rural issues)
PCO (evaluate health professional shortage areas)
Flex (support critical access hospitals)
SHIP (rural hospital—CAH and small rural PPS)
SLRP (providers educational loans assistance)

J-1 Visa Waiver  (allows foreign medical physicians to be issued a waiver to their visa if they agree to practice in a shortage area
Scholarships for podiatric physicians
Educational loan repayment to primary care physicians, emergency medicine physicians, general surgeons, physician assistants and advanced practice registered nurses

So the Illinois Office of Rural Health is very small.  Typically has only 2 or three people assigned to it.  So it is instrumental that they work closely with both the Hospital Association as well as other rural stakeholders.  Which brings me to the company I work for—ICAHN.



Illinois Critical Access Hospital Network
• Contracts with IDPH to manage SHIP and Flex Grants
• ICAHN

• Voluntary Membership that includes all 52 CAHs and 6 “Tweeners”
• History

• Illinois converted its first PPS to CAH in 1999
• ICAHN board and 1st network meeting in 2003
• Rural ACO in 2014

• Services Offered
• Informational Technology services in 2010
• CHNA program in 2012
• HCAHPS vendor in 2013
• Mock Survey service 2020
• Coding/Remote Billing/Credentialing Service 2022

Presenter Notes
Presentation Notes
ICAHN is a membership based not for profit.  All of the current 52 CAHs are members, and 6 additional small PPS hospitals are part of the network.  We are governed by a  9 member board made up of CEO’s from the various hospitals.  We have 18 full time employees—spread across the state.


As you can see—these are services that are asked for by our hospitals.  Specialized knowledge (such as IT) is helpful for those hospitals that are too small for a full IT dept or if they need specialized technical knowledge for a project.  The coding and remote billing service area was created to help out hospitals that needed to cover for maternity, retirement or that needed to be filled immediately to ensure adequate revenue cycle.




“Better Together”—Mission Statement
• Collaboration to accomplish more
• Sharing
• List-Serve (moderated email lists)

• Individual Departments
• C-Suite
• Swing Bed 
• Care Coordinators

• Meetings
• TrailBlazers for Innovations
• CEO Regulatory Calls/COVID
• Vendor Fair
• Opioid Conference
• Annual Conference

Presenter Notes
Presentation Notes
The hospitals really do feel like they can accomplish more together.  





Why Become a CAH

•FINANCIAL 
• Payor Mix
• Inpatient business goes down while Outpatient increases
• Need for Capitalization and Modernize 

• New Buildings
• Advanced Diagnostic equipment

• Changing Community

Presenter Notes
Presentation Notes
Why would a hospital want to convert to a CAH now when the previously didn’t want/need to?


Change from IP to outpatient business—need approximately 80% IP business
Increase Medicare population—50-55% Medicare
Better Capitalization allows for new facilities to be built or advanced diagnostic equipment.  Cost them out on the cost report.




Pre-Conversion Work
• Stay connected to the Tweeners

• Maintain relationship through SHIP grant
• Educational Offerings
• Updates as rules/needs change

• Technical Assistance is available through Flex Grant
• Education

• C-Suite
• Hospital Board
• Employees

Presenter Notes
Presentation Notes
Make it a point to stay connected to hospitals that have the potential to become CAHs.  



Process Followed in Illinois

• Discussion with CEO/Administration
• CAH Benefits
• PPS to CAH Conversion Process
• Answer Technical Questions

• Facilitate Financial Analysis by accounting firm

• Hospital Board approval to pursue designation change

Presenter Notes
Presentation Notes
Financial analysis with focus on the Cost Report and the impact that cost based reimbursement will have.  Will evaluate the % of Medicare vs commercial payers



Partner Notification
• Why?

• SORH Director
• Illinois Department of Health—Chief of Health Care Facilities and 

Programs
• US Senator
• CMS Region V Representative
• Illinois Hospital Association—Director of Small and Rural Hospitals

Presenter Notes
Presentation Notes
SORH Director—ICAHN Flex works closely with this office and they need to know of any changes in the rural healthcare landscape
Chief of Health Care Facilities—will be responsible for final packaging of the CMS application
Senator—good to have in case something gets “stuck”
CMS region—will be doing the initial review of the rural and distance decision
IHA—keeps them involved with changes coming for their hospitals



PPS Hospital Survey
• Verify the date of the last survey
• Must have had a recent survey and be in good standing 
• Address Deficiencies

• May need to be resurveyed to remove deficiencies

• If they haven’t had a recent (1 year) survey—need to be surveyed
• Work with State office on this determination

• Deemed Organization

Presenter Notes
Presentation Notes
Compliance  6 months to a year. 
State is the decider of how long if they need another



Distance
• Need to Verify the Distance requirements as laid out in the CAH rules
• Illinois Department of Transportation

• Determine the Primary and Secondary road distance to closest hospitals

• Official Report on IDOT letterhead 
• Will be sent with the official application packet

Presenter Notes
Presentation Notes
35 miles from another hospital
Or
Be more than 15 miles drive over mountainous terrain or using only secondary roads
Primary road designation was clarified to be two lanes in either direction



485.610 condition of participation: status 
and location statute 



critical access hospital designation 



Rurality
• ICAHN researches and prepares the report for State Office

• Will be officially signed by the Director of IDPH

• Based on Illinois Administrative Code
• Rural 

• Not located in Metropolitan Statistical area
• County located within the above but having a population of 60,000 or less
• Community located withing a Metropolitan Statistical Area  but having a population of 

2,500 or less

• Criteria in State Rural Health Plan for Implementation of the CAH
• Designated as a federal health professional shortage area (HPSA score)
• Part of a Physician Shortage Area (no longer used)
• Portion of population above 65 compared to overall state
• Poverty rate compared to the overall state

Presenter Notes
Presentation Notes
Hospital must meet at least one, more than one or all of the criteria of the State plan.



Rurality--continued



Medicare Administrative Contractor
• Notify the MAC about the proposed changes
• Complete a new 855A
• 855A Link
• Discussion of Method 1 vs Method 2 Billing

Presenter Notes
Presentation Notes
Method 1—providers (physician/PA/NP) bill their professional feed directly to Part B
Method 2—Providers sign over the right to bill to the CAH
	CAH will get 115% of the fee schedule payment
	Billed to Part A
Need to make decision within a reasonable time frame from when they become CAH or 30 days before the new cost report
Make the choice for a year
Need to include how the hospital will handle new physicians

https://www.cms.gov/Medicare/CMS-Forms/CMS-Forms/CMS-Forms-Items/CMS019475


CMS CAH Determination (Distance/Location)

• Letter is written to Regional CMS Representative
• IDOT Distance Documentation
• IDPH Rurality Letter

• Regional Office reviews 

Presenter Notes
Presentation Notes
Can be CEO at the hospital or it can be the State Office 



hospital 
request for 
CMS CAH 
distance/locat
ion 
determination 



CAH Survey Prep
• Must Pass a CAH survey
• Based on the CAH Conditions of Participation
• SOM - Appendix W (cms.gov)
• Based upon if they are ready to meet the CAH COP not if they area 

already functioning as a CAH.
• Do they have the procedures in place for when they make the switch

https://www.cms.gov/Regulations-and-Guidance/Guidance/Manuals/downloads/som107ap_w_cah.pdf


How does Flex help?

• Flex Office goes on site to the hospital
• Review the Major Changes
• Recommend the best way to prepare 
• Meet with all Department Head
• Discuss switchover changes 
• c-tag-crosswalk.xlsx (live.com)

https://view.officeapps.live.com/op/view.aspx?src=https%3A%2F%2Fwww.cms.gov%2Ffiles%2Fdocument%2Fc-tag-crosswalk.xlsx&wdOrigin=BROWSELINK


On-site Survey Prep



Areas to Note
• Transfer Agreements
• Bed Usage

• 25 beds not including observation (does include IP and Swing)
• Hospice beds count in 25 bed count but not in the 96 hour calculation
• Labor and Delivery beds do not count nor does the baby’s bassinette if well baby—if 

sick—then that counts

• Case Management
• 96 hour rule
• Average Length of Stay over the year
• Procedures for transferring patients, discharging

• Policy Review 

Presenter Notes
Presentation Notes
Can have a separate 10 bed rehabilitation unit or psychiatric unit (distinct unit)





CAH Evaluation
• Standard Periodic Evaluation of the Total CAH program

• Number of Patients (acute, swing, and OBS)
• Hospital Departments and Services Offered

• Volume of ER visits, Surgeries, OB, Outpatient visits
• Number of Transfers
• Review of Records 

• Audit of Closed and Open Records
• Health Care Policies
• Quality
• Evaluation of the Program

Presenter Notes
Presentation Notes
Report must be presented to the Board and Medical Staff

Number of Patients—Acute Swing and OBS, and the % of Medicare and Medicaid
Hospital Dept and the services offered—volume of ED visits, Surgeries, OB services if offered, Observation days, and Outpatient visits for the departments
Number of Transfers—IP, Nursing Home, ED, and EMTALA compliance
Review of open and closed records– have H&P, Admission Assessment, proper consents, discharge planning, Advanced directives and physician orders
Healthcare policy—how  many reviewed—changes made, added, were all that deal with being a CAH reviewed
QA—med errors, falls, restraint use, infection rates, blood utilization, need sticks, patient satisfaction
Evaluation—does the CAH meet the needs of its service area, should services be added, scope of care changed, other improvement



Survey Prep Suggestions
• Time
• Teamwork makes the dream work
• Create a Binder with the COP and with each COP place the 

documentation
• Policy
• Schedule
• Organizational chart
• Contracts



Resources Give
• https://www.cms.gov/outreach-and-education/medicare-learning-network-

mln/mlnproducts/downloads/critaccesshospfctsht.pdf

• Small Rural Hospital and Clinic Finance 101 Guide | National Rural Health Resource Center (ruralcenter.org)

Presenter Notes
Presentation Notes
Medicare Learning Network Handout
	April 2023
	Basic Info for CAH
		CAH Payments
		IP Admissions
		Method 1 or 2
		CRNA pass through payment
		Flex Program
CAH Financial Guide
	Government Insurance Programs
	CAH vs PPS Finance
	Provider Based RHC

https://www.cms.gov/outreach-and-education/medicare-learning-network-mln/mlnproducts/downloads/critaccesshospfctsht.pdf
https://www.cms.gov/outreach-and-education/medicare-learning-network-mln/mlnproducts/downloads/critaccesshospfctsht.pdf
https://www.ruralcenter.org/resources/small-rural-hospital-and-clinic-finance-101-guide


Things for the CAH to think about?
• Method 1 vs Method 2 billing for Providers
• Additional training for Billing and Coders
• Implications of picking a date for the change from PPS to CAH

• Can use the date on the CMS approval letter and backdate
• Financial Year
• May have two cost reports

• Night of the changeover
• Notes in Charts
• Split Bills

Presenter Notes
Presentation Notes
Method 2 billing—CAH bills on behalf of the providers for their outpatient services (Lab, Rad, ED, OP surgery, outpatient clinics).  They get 115% of the allowable amount
Hospital get new billing code—for them to know it is CAH
Method 1 or 2 for a year
No change to commercial business
Medicaid different for each state--consider



Finally…

• Leave them to work on Survey Preparation
• Call their Surveyor for a CAH survey
• Package the application for CMS



Package for CMS
• IDOT Distance Letter
• IDPH Rurality Letter
• CAH Survey Letter with Passing Notation



CAH Survey Preparation and 
Compliance
• 2 CAH Survey Preparation and Compliance.pdf (ruralcenter.org)

https://www.ruralcenter.org/sites/default/files/flex-coordinator-manual/2015/2%20CAH%20Survey%20Preparation%20and%20Compliance.pdf
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