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Ref: S&C-06-04

DATE:
November 14, 2005

TO:

State Survey Agency Directors

FROM:
Director



Survey and Certification Group

SUBJECT: 
Location and Relocation of Critical Access Hospitals (CAHs) and Relocation of Necessary Provider CAHs 

Letter Summary

This letter provides guidance for the implementation of new regulations (Changes to Hospital Inpatient Prospective Payment Systems and Fiscal Year 2006 Rates (CMS-1500-F), 70 Fed. Reg. 47278, 47490 (Aug. 12, 2005)) regarding the location and relocation of CAHs, including CAHs with a grandfathered necessary provider designation.   

Items addressed include:

· Criteria for determining mountainous terrain;

(
Revised definitions of primary and secondary roads;

(

Criteria and procedures to be used to determine if a provider remains essentially the same 


provider and serves the same community after relocation;

(  
Documentation to be included in a letter of attestation from a provider that wishes to relocate and maintain its provider agreement; 

(
Criteria to be used to determine compliance with the 75 percent rules; and
· Requirement to have an effective date prior to January 1, 2006, to participate in Medicare as a CAH using a grandfathered necessary provider designation.

The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (MMA), enacted on December 8, 2003, contained a number of modifications to the CAH statutory requirements including a new provision that eliminated the use of State-issued necessary provider designations (issued to allow participation of CAHs that do not meet the Condition of Participation requirement at 42 CFR §485.610(c) requiring a CAH to be located 35 miles from a hospital or another CAH or, in the case of mountainous terrain or in areas with only secondary roads available, a 15-mile drive).  The MMA stipulates that the necessary provider designations would no longer be issued on or after January 1, 2006.  
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The MMA also allows grandfathering for CAHs that were already certified via a necessary provider designation prior to January 1, 2006.  The CAH must have met all federal requirements as a CAH with an effective date for Medicare participation as a CAH prior to January 1, 2006, to receive or continue their necessary provider status after January 1, 2006.

Continued certification following a relocation of a currently-certified facility has traditionally been decided by Centers for Medicare & Medicaid Services (CMS) Regional Offices (ROs) on a case-by-case basis.  We do not intend  to change that policy.  The new regulation and its interpretive guidelines establish a methodology to be used by all ROs to provide a fair and consistent determination as to whether a CAH remains essentially the same provider serving the same community after relocation and therefore may continue to operate under the same Medicare provider agreement.

Relocation of Any CAH 

If any CAH plans to relocate to a new location, CMS would need to determine if this would be a relocation of the current provider or a cessation of business at one location and establishment of a new business at another location.  In the event of relocation, the CAH must ensure to the RO that it is functioning as essentially the same provider serving the same community in order to maintain and operate under the same provider agreement.  A provider changing locations is a closure of the old facility if the original community can no longer be expected to be served at the new location.  The distance moved from the old location will be considered but will not be the sole determining factor in granting  the relocation of a CAH under the same provider agreement.  For example, the relocation of a CAH a relatively short distance may greatly affect the community served.  In other areas with vast distances between providers, a large distance may have little effect on the community served.  Clearly, mileage alone is not valid as a single criterion but it may be used if it clearly demonstrates that the provider has left the original community.

The attached interpretive guidelines address the criteria used by the RO to determine if a CAH that relocates continues to be essentially the same provider serving the same community so that the same  provider agreement would continue to apply to the CAH at the new location.  The RO will evaluate the documentation provided by the CAH in its letters of attestation in order to make this determination.

In all cases of relocation, the CAH must continue to meet all Conditions of Participation found at 42 CFR §485 subpart F, including location in a rural area as found at 42 CFR §485.610.  A survey of the CAH should be conducted in the new location to determine compliance with the CAH CoPs, including the Life Safety Code requirements.

Relocation of a CAH with a Necessary Provider Designation

If the CAH is operating under a necessary provider designation that exempts the distance from other providers, there are additional requirements to determine if the grandfathered designations can follow the CAH to a different site.  

CMS defines the expiration of the necessary provider designations to mean that a CAH must be certified with a Medicare effective date prior to January 1, 2006, in order to fall within the timeframe for having its necessary provider designation grandfathered.  In addition, CMS also stipulates that the designations do not automatically follow the provider if the facility relocates to a different location.  
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The attached guidelines will be used by the RO to determine if the grandfathered necessary provider designation will follow the CAH to a new location.

If the CAH relocation results in the CAH not remaining essentially the same provider or in the cessation of furnishing services to the same community, CMS would not consider this to be a relocation but would instead consider such a scenario to be a cessation of business at one location and establishment of a new business at another location.  Cessation of business is a basis for termination of the provider agreement under 42 CFR §489.   If the proposed move constitutes a cessation of business, the RO may assist the provider in obtaining a new provider agreement as a CAH or another provider type, as appropriate.  Furthermore, in such a situation, CMS regulations require the provider to give advanced notice to CMS and the public regarding its intent to stop providing medical services to the community.  

If you have any questions that cannot be answered by the appropriate RO staff, please contact Marjorie E. Eddinger at 410-786-0375 or via email at marjorie.eddinger@cms.hhs.gov.

Effective Date:  The SA should disseminate this information within 30 days of the date of the memorandum.

Training:  This clarification should be shared with all survey and certification staff, surveyors, their managers, and the State/RO training coordinator.









/s/








Thomas E. Hamilton

cc:  Survey and Certification Regional Office Management (G-5)

Attachment
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