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History
The LTCH model of care originated, decades ago, in New 
England with long-stay tuberculosis hospitals and morphed into 
specialized venues for high-acuity patients, most notably those 
with respiratory conditions.

In the 1970s, only several dozen hospitals specialized in 
providing care involving long-term stays.  In 1983, the new 
Medicare hospital payment system—the inpatient prospective 
payment system (IPPS)—formally recognized the role of these 
hospitals with the creation of the “LTCH” designation.  

Because LTCHs were a relatively new venue of care, some 
states experienced excessive growth in the number of LTCHs. 
The licensure of LTCHs, like all hospitals, depends on state 
law. States with no “Certificate-of-Need” (CON) processes 
experienced growth.  The number of LTCH hospitals peaked at 
over 430 in 2012.1

For ten years from 2000-2010, there was a considerable debate 
in Washington about how Medicare should define what an 
LTCH is and which types of patients it should be permitted to 
admit. CMS guiding principle was that a patient who can be 
safely and effectively cared for in another less-intensive and 
less-costly setting should not be treated in an LTCH. Beginning 

Long-Term Care Hospitals (“LTCH”)  are specialty hospitals that treat patients with 
medically-complex illness and needing hospital care for an extended period. Many LTCH 
patients are ventilator-dependent and need ongoing respiratory care. During the 2020 
COVID-19 pandemic, a number of LTCHs served as venues for high-acuity hospital care.  

in 2008, there was a limited moratorium on the construction 
of LTCH facilities, and the number of beds stabilized. The 
restrictions on LTCH construction continued through 
September 2017.

In late 2013, Congress passed a statute establishing new LTCH 
patient criteria, using a patient’s stay in an ICU (and also 
ventilator usage ) as rough proxies for distinguishing patients 
eligible for referral to an LTCH.  

After passage of the 2013 LTCH criteria, the number of LTCHs 
declined by approximately 10% and Medicare LTCH spending 
has similarly  declined.2  

The higher-standards in the 2013 LTCH criteria had the effect 
of of better-defining and clearly establishing the role of LTCHs 
in the American healthcare continuum.   
 

Current Role in the US Health System
Today, there are over 370 Medicare-recognized LTCHs.3 
The majority are in urban areas and are operated by private, 
proprietary companies.  LTCH hospitals can operate as free-
standing facilities or as designated facilities co-located or 
leased space within the campus of a regular acute hospital.  

Did You Know?
LTCH serve medically-complex patients who 
require extended high-acuity hospital care.
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utilization of LTCH, many emulate Medicare coverage and 
payment policies. 

To be recognized by Medicare as a LTCH, a hospital must meet 
several core requirements, including:

l Must be licensed as a hospital by its state of residence

l Admitted patients must require ongoing medical oversight, 
for example due to other comorbidities

l Maintenance of facility-level minimums, such as:

• An Average Length of Stay (“ALOS”) of at least 25 
days; and

• Attainment of at least 50-percent of cases reimbursed at 
the highest (non-site-neutral level)

l Must periodically measure and report data on their patients 
progress across a range of functional goals (“patient 
assessment data”)

Medicare Reimbursement
LTCH services are covered under Part A of the Medicare 
program. Like other hospital services covered under Part A, 
benefits are subject to an annual deductible, per day cost-sharing 
requirements for extended stays, and annual benefit limits. In 
2020, the Part A deductible is $1,408, the per day coinsurance 
amount for days 61-90 is $352, and the daily coinsurance for 
lifetime reserve days in excess of the 90th day is $704. Medicare 
beneficiaries are entitled to a total of 60 lifetime reserve days.

Medicare reimburses LTCHs using a unique prospective 
payment system (“LTCH-PPS”). Each hospital is paid a fixed 
amount for each admission, similar to Medicare inpatient PPS 
for general acute care hospitals. 

National LTCH Hospital Systems
l Kindred Healthcare
l Select Medical
l Vibra Healthcare / Ernest Health 

The hospital-within-hospital (“HIH” or “HWH”) model must 
comply with federal regulations regarding separate control and 
management of the LTCH-designated units.  Approximately 
half of LTCHs operate under the HIH model.4 

These specialty hospitals represent a small percentage of 
America’s overall hospital resources, but play a vital role for 
many of the sickest patients, and as an available resource in 
times when specialized surge capacity of critical care facilities 
are needed. 

Patients Served 
There are an estimated 174,000 LTCH patients annually.  The 
average occupancy rate for LTCHs was 63%, and the average 
length of stay was 26.6 days in 2018. That same year, there were 
approximately 102,000 Medicare fee-for-service patient stays 
with spending at $4.2 billion. Traditional Medicare patients 
represent approximately two-thirds of LTCH discharges.5 

Physicians and hospital case managers identify patients in 
an intensive care unit (ICU) or patients who have been on 
ventilators for possible referral to an LTCH for extended 
hospital stays. Patients are transferred directly from ICU to 
LTCH, bypassing an intervening stay in a regular med/surg 
bed. LTCH patients have a variety of clinical needs—they may 
require care for complex wounds, suffer from paralysis, organ 
failure or sepsis, or they may require ventilators for ongoing 
respiratory support. A majority of patients referred to LTCH 
have complex respiratory conditions.
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Primary LTCH Diagnoses
Percent of Medicare discharges, 20186

Respiratory infection 1.9%

Pulmonary 
edema
22.6%

Ventilator support 
96+ hours

19.2%
Other Conditions

35.4%

Renal failure 2%
Tracheostomy w/ ventilator 2.2%

Aftercare 2.5%

Septicemia w/o  
ventilator 5.7%

Ventilator support < 96 hours
3.8%

Other respiratory
2.8%

Medicare Requirements
By far the most influential payor is the United States 
government through the Medicare program. While private 
insurers maintain different policies regarding their members’ Utah Valley Specialty Hospital, Provo, UT.  Courtesy of Ernest Health.



In the LTCH-PPS, reimbursement is based on one of a 761 
Medicare Severity Long-Term Care Diagnosis Related Groups 
Case Mix Groups (“MS-LTC-DRG”) that are defined by the 
Centers for Medicare and Medicaid Services (“CMS”).7 The 
relative value or weight of each MS-LTC-DRG is based upon a 
variety of factors, including the patient’s primary and secondary 
diagnoses.7  

LTCH Criteria
In 2013, Congress passed a law which dramatically reshaped the 
nation’s LTCH sector. The 2013 admissions criteria for hospitals 
to qualify as an LTCH was considerably more strict than the 
previous regulatory regime. 

At the heart of this criteria is a new requirement that many 
patients must first have a three-day ICU stay in an acute 
hospital before they are transferred into an LTCH.  The three-
day ICU stay requirement has become an important fact of life 
for LTCHs and serves as a necessary, if also somewhat arbitrary, 
proxy to measure patient acuity and to justify possible admission 
into a LTCH hospital. 

Some LTCH patients are exempted from the three-day stay 
ICU requirement. Many ventilator patients are automatically 
deemed appropriate for LTCH care. Providing respiratory care to 
ventilator-dependent patients is a core part of a LTCH’s clinical 
mission.

As a result of the 2013 criteria law, LTCHs are essentially paid 
under two separate systems—one system for the higher-acuity 
criteria-compliant patients and another system (“Site-Neutral”) 
for the lower-acuity non-compliant patients. 

In a big change, the 2013 LTCH criteria provided that LTCH 
patients treated for psychiatric or rehabilitation conditions 
would be paid under the site-neutral system. The American 
Hospital Association has estimated that 40% of LTCH patients 
are covered under the “site-neutral” system.9 
  

Impact of the 2013 LTCH Criteria
Many LTCHs closed. But, for those LTCHs who were able to 
meet the higher standards, the LTCH criteria had the effect of 
better-defining and clearly establishing the role of LTCHs in the 
American healthcare continuum.

 

Future of LTCHs
The COVID-19 pandemic illustrates the essential need for 
LTCHs in our health care system. As long as there is a need for 
comprehensive respiratory care there will be a need for LTCHs. 
Nonetheless, there are several ongoing trends and policy 
discussions that could impact how LTCHs operate in the future.  

The IMPACT Act of 2014 requires CMS to study and report 
back to Congress on the potential unification of the LTCH-PPS 
with other post-acute payment systems, like those for home 
health and skilled nursing facilities. This is expected sometime 
in 2023.10 

Recent News
l During the COVID-19 National Emergency CMS 

waived the regulatory requirements that LTCHs 
need to maintain a 25-day average length of 
stay.

l As part of the CARES Act, Congress 
temporarily waived the 2013 site-neutral 
payment rate to encourage some LTCHs to 
admit more patients from general hospitals -  
emptying their wards to prepare for a wave of 
COVID patients.  

l In several hot-spot regions with high 
concentrations of COVID-19 patients, some 
LTCH facilities have been converted to COVID-
19-only facilities on a temporary basis. 
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Some Well-Known Independent LTCHs
l Barlow Respiratory Hospital (CA)
l Continuing Care Hospital (KY)
l Hospital for Special Care (CT)
l RML Specialty Hospitals (IL)
l Sparrow Specialty Hospital (MI)
l Texas NeuroRehab Center (TX)
l Warm Springs Specialty Hospitals (GA)



As policy makers have debated the future of the IMPACT 
Act they have noted that LTCHs provide a type of critical 
care that makes them look more like an outlier in the PAC 
continuum. Some experts have gone as far to as say that LTCHs 
are the exact type of care that should be “carved-out” of any 
comprehensive payment reform.

Similarly, as enrollment in Medicare managed care continues to 
grow (through the Medicare Advantage (“MA”) program), MA 
plan administrators are likely to have an increasingly impactful 
role in setting policies that impact access to LTCHs.
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Key Regulatory Leaders
l Seema Verma, Administrator, Centers for 

Medicare and Medicaid Services

l Demetrious Kouzoukas, CMS Principal Deputy 
Administrator and Director, Center for Medicare

l Ing Jye Cheng, Acting Director, Chronic Care 
Policy Group

l Don Thompson, Director, Division of Acute 
Care 

l Michele Hudson, Deputy Director, Division of 
Acute Care

In any event, LTCHs will continue to provide an important role 
in the continuum of care – specialized expertise to care for a 
small number of critically-ill patients, with particular attention 
to complex respiratory care needs.  
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Key Medicare Policy Changes
l 1983—Congress mandates hospital cost 

containment through DRGs; LTCHs are 
exempted

l 1997—Congress designates LTCHs are having a 
25-day ALOS and requires a LTCH PPS

l 2013—Establishment of LTCH criteria and site 
neutral payment

l 2014—Passage of IMPACT Act seeks to align all 
post-acute care patient assessment efforts

l 2020—Congress grants COVID-related relief 
from site-neutral rate


