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The Medicare Payment Advisory Commission (MedPAC) reviewed updated data on long-term care 
hospitals (LTCHs)1 at its November meeting.  The presentation was a preview of a congressionally 
mandated MedPAC report due to Congress in June that will examine the impact of recent reimbursement 
policy changes on LTCH services.  The new data suggests that recent revisions to LTCH payments are having 
an impact on both the accessibility and nature of LTCH services. 

Background 

LTCHs provide long-term acute care services to a small number of medically complex patients – including 
many who are mechanically ventilated.  LTCHs must meet Medicare’s conditions for participation for acute 
care hospitals and generally have an average length of stay of over 25 days.  They are a relatively small 
component of Medicare’s post-acute care benefit system.  For example, in 2016, while there were over 
2.3 million Medicare-covered stays in skilled nursing facilities (SNFs) at a cost to Medicare of $26.4 billion, 
there were just over 125,000 LTCH cases accounting for $4.7 billion of fee-for-service program spending.2  

Over the past fifteen years, LTCHs have been impacted by several changes in Medicare reimbursement 
policy, including temporary moratoriums on new LTCHs and the imposition of the 25% rule, which limits 
the proportion of patient referrals that a Medicare-participating LTCH may receive from certain acute care 
hospitals.  The enactment of The Sustainable Growth Rate Reform Act of 2013 included the most 
significant change – it established a dual-payment rate structure.  Under that law, cases that meet 
specified clinical criteria are paid at the LTCH standard payment rate, whereas those that do not are paid 
at a lower rate, known as the “site-neutral rate.”  The lower site-neutral case payments are to be phased 
in over a four-year period.  The Centers for Medicare and Medicaid Services began implementation of the 
dual-payment structure beginning in Fiscal Year 2016 – for admissions occurring on or after October 1, 
2015. 

MedPAC Findings 

The November MedPAC report represents the commission’s first comprehensive effort to assess the 
impact of the dual payment rate system on LTCH providers.  In its preliminary findings, MedPAC reported 
several interesting developments.  Since 2016, more than 40 Medicare long-term care hospitals – or 
approximately 10 percent of the total number of LTCHs – have closed their doors.  The report indicates 
this may be attributable to the implementation of the new dual rate payment rule – and the lower 
reimbursements for “site-neutral” cases.  Respondents to MedPAC’s survey also reported that the change 
has compelled several operating adjustments – including more intensive training of LTCH staff on the care 
of higher acuity, critical care patients who are more likely to meet the new criteria, and the need to seek 
referrals from a larger geographic region.  Early indications are that the net result is that LTCHs, while 

                                                      
1 “Mandated report: Long-term care hospitals.” MedPAC, Nov. 1, 2018. http://www.medpac.gov/docs/default-
source/default-document-library/ltch-mandated-report-november-presentation-final-public.pdf?sfvrsn=0 
2 “Health Care Spending and the Medicare Program.” MedPAC, June 2018. http://www.medpac.gov/docs/default-
source/data-book/jun18_databookentirereport_sec.pdf?sfvrsn=0 
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fewer in number, are receiving referrals from a wider and more diverse referral base, and on average, are 
treating sicker patients. 
 
In one of the presentation’s primary exhibits (reproduced below), two major trends are confirmed. The 
total number of LTCH cases continues to decline – a trend that started even before the enactment of the 
new dual rate payment structure.  For 2017, total LTCH cases declined by approximately 5%.  This is on 
top of the previously reported 4.2% decline from 2015-2016.  Secondly, the percentage of LTCH patients 
who are criteria compliant (generally defined as having a prior ICU stay of at least 3 days or requiring 
prolonged mechanical ventilation) continues to grow.  The percentage of criteria-compliant cases is now 
approximately two-thirds of all admissions. 
 

 
 
The presentation also includes some additional, more detailed, data of note.  MedPAC observed that from 
2015-2016, when initial, partial phase-in of the dual rate structure went into effect, payment amounts per 
case declined by 13 percent at LTCHs that served a higher number of cases who did not meet criteria.  
Similarly, for these cases operating costs per case declined by 7 percent.  In high-use LTCH areas, discharge 
patterns from acute care hospitals (ACHs) for certain conditions were also examined.  While overall 
changes appear modest, the data show a slight increase (3 percent) in the number of extracorporeal 
membrane oxygenation or tracheostomy (with mechanical ventilation) cases and a modest decrease (6 
percent) in skin debridement and infectious and parasitic disease cases, being referred to LTCHs.  This 
would seem to be consistent with the shift toward more criteria-compliant cases.  Similarly, despite 
treating a more acute patient population, the data show only negligible effects on observed LTCH quality 
measures.  Most measures remained stable between 2015 and 2016, although in-LTCH mortality was 
slightly higher (16 percent) for cases that met the criteria. 

Conclusions 

LTCHs have undergone major changes over the past several years. This is especially the case after 
implementation of the dual rate payment structure (and new criteria for LTCH standard rate reimbursed 
cases) began in 2015.  This has resulted in a reduction in the number of LTCHs available to treat Medicare 
beneficiaries and, on average, more higher acuity cases being admitted to LTCHs.  As the new payment 
rules are only partially phased-in, it is likely that these trends may continue or intensify in the coming 
years.  MedPAC will be reporting additional data on the impact of these changes in a final report to 
Congress in June 2019. 


