
CRITICAL ACCESS HOSPITAL 
FINANCIAL AND OPERATIONAL VIRTUAL 

CONFERENCE

June 2024



HOUSEKEEPING

Participants will be muted 
automatically. If you would like to 
ask a question or make a 
comment, please use the chat or 
Q&A feature.

All sessions will be recorded

Slides and recordings will be 
made available to all registrants 
following the webinar

A short survey will follow each 
conference session. Your feedback 
is very important to us, and we 
appreciate your time in helping us 
improve.
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Real-world, mission-critical, actionable advisory services as you and your community navigate 

±sl jº _~th ­t®|® ¢q ±¢j_ºĚ® sl_}±sh_­l l ·t­¢ ~l ±ø

Stroudwater Associates is a leading national healthcare consulting firm serving healthcare clients exclusively. 

We focus on strategic, operational, and financial areas where our perspective offers the highest value. 

VlĚ­l ª­¢²j ¢q ¢²­ ËÏ-year track record with rural hospitals, community hospitals, healthcare systems, and 

large physician groups.

Å Strategic Advisory

Å Strategic Planning

Å Mergers, Affiliations & Partnerships

Å Population Health Strategies 

Å Physician- Hospital Alignment

Å Strategic Facility Planning

Å Capital Planning & Access

Å Post-Acute Care Strategy

Å Operational Advisory 

Å Performance Improvement & Restructuring

Å Provider Practice Operations Improvement

Å Revenue Cycle Solutions

Å Post-Acute Care Operations

Å Payor Contracting Advisory

Å Staffing & Productivity Improvement

Å Cost Report Reviews and Analysis
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BEST PRACTICES: 
REDESIGNING PROVIDER 

COMPENSATION
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OBJECTIVES
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Current Compensation Market

Compensation Engagement

Q&A

Compliance Requirements



CURRENT COMPENSATION MARKET



FORCES INFLUENCING COMPENSATION

Å Regulatory changes, COVID-19 impacts 
and the transition to value- based care 
intensify existing challenges with provider 
supply (shortages) and demand 
(increasing need), which directly influence 
compensation

Å Factors to the right affect compensation 
within the industry. Rural hospitals are 
also affected by:

Å Difficulty recruiting

Å Lack of access to specialists

Å Provider compensation must be attuned to 
present and evolving market forces that 
impact the healthcare system and 
organizational goals
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PRE-COVID STATE OF PHYSICIAN SUPPLY & DEMAND

Å Increasing demand for physicians continues 
to outpace growth in supply 

Å The Association for American Medical 
Colleges projected the following shortages 
by 2034, based on 2019 data assuming 
physician supply and demand were in 
equilibrium: 
Å 37,800 to 124,000 total physicians 

Å 17,800 to 48,000 in primary care

Å 21,000 to 77,000 in specialty care

Å COVID-19 has raised awareness of 
disparities in health and access to care by 
minorities, people living in rural 
communities, and people without health 
insurance
Å If these populations had healthcare patterns 

similar to those of populations with fewer 
barriers, the national shortage ranges from 
102,400 to 180,400

Å COVID-19 has had consequences for the 
physician workforce, including: 
Å Training (e.g., interruption of education)

Å Regulation (e.g., changes in licensure and 
reimbursement)

Å Practice (e.g., telehealth, appointment 
cancellations)

Å Workforce exits

Source: The Complexities of Physician Supply and Demand: Projections From 2019 to 2034. AAMC. 

https://www.aamc.org/media/54681/download

Pre- COVID-19 Physician Shortage Range
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2021 & 2022 PHYSICIAN FEE 
SCHEDULE 
Å Changes are made annually to the Medicare Physician Fee 

Mhslj²}l ĊėI3MĘċ to address revised CPT codes and 
h¢­­l®ª¢ jt r ¸¢­| LUP® Ċė¸LUP®Ęċû ¬²_­±l­}º hs_ rl® _}®¢ 
apply, but are generally less significant

Å On December 2nd, 2020, CMS published the final rule for 2021 

Å Most significantly, CMS overhauled the office and 
¢²±ª_±tl ± l·_}²_±t¢  _ j ~_ _rl~l ± Ċė.Ņ>Ęċ h¢jl® 
99201-99205 (new patients) and 99211 Ē 99215 
(established patients)1

Å Changes were intended to address the ongoing 
documentation burden on physicians and the 
undervaluation of time and effort involved in these services

Å Most compensation models are based on wRVUs and, 
therefore, without intervention, compensation would 
increase significantly for certain specialties 

Å On November 2nd, 2021, CMS published the final rule for the 2022 
PFS which included a conversion factor of $34.61, a decrease 
from the 2021 conversion factor of $34.89, but an increase from 
the initial 2022 conversion factor of $33.59 announced in the final 
rule

Å No material change in wRVUs based on 2021 PFS applied

Å The impact of the PFS changes: Potentially higher 
provider compensation with lower reimbursement

1. Note: 99201 was eliminated (historically used for nurse visits)

2.    Source: Gallagher/Integrated Healthcare Strategies. Based on MGMA procedural profile

Specialty 2021 PFS: % Change in Total 

wRVUs2

Urgent Care 24.4%

Family Medicine (w/o OB) 19.3%

Hematology/Oncology 17.4%

Internal Medicine: General 17.4%

Pediatrics: General 13.5%

Cardiology: Noninvasive 8.4%

Orthopedic Surgery: General 6.3%

OB/GYN: General 3.9%

Gastroenterology 3.8%

Surgery: General 3.0%
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2021 PFS CHANGE Ē NO ONE IMPLEMENTED UNIFORMLY

Over a third of MGMA respondents had not gone live on the 2021 PFS at the time of the 2022 
survey

Only 12% allowed for providers to access a full increase in compensation resulting from changes 
in wRVU values

Source: American Association of Provider Compensation Professionals Ē ėIsº®tht_  3ll Mhslj²}l ¸LUP® _ j )t}}t r L²}l® Ē This Cha rl® .·l­º±st r X¢² < ¢¸ !g¢²± I­¢·tjl­ ,_±_Ę



2023 & 2024 PHYSICIAN FEE 
SCHEDULE 

The final rule for the 2023 PFS includes a conversion factor 

of $33.89, a decrease from the 2022 conversion factor of 

$34.61

Å The 2023 PFS includes changes to E&M CPT code wRVU values in 

inpatient settings and other facilities

Å The table to the left projects the impact of the 2023 CMS Final 

Rule on reported wRVUs

The CMS CY2024 final rule for the physician fee schedule 

cuts the conversion factor by 3.4%, to $32.74 in CY 2024, as 

compared to $33.89 in CY 2023.

Å This reflects the expiration of the 2.5% statutory 

payment increase for CY 2023; a 1.25% statutory 

payment increase for 2024; a 0.00% conversion factor 

²ªj_±l ² jl­ ±sl >ljth_­l !hhl®® _ j *st}j­l Ě® 

Health Insurance Program Reauthorization Act; and a 

budget-neutrality adjustment. 

https://www.ecgmc.com/insights/blog/1505/what - the- proposed- 2024- mpfs- means- for- physician-

compensation

https://www.aha.org/news/headline/2023 - 11- 02- cms- issues- cy- 2024- physician- fee- schedule- final- rule 
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Specialty wRVU % Change: 

Initial

wRVU % Change: 

Full Adoption

Urgent Care 7.4% 10.8%

Sports Medicine 6.1% 8.5%

Dermatology 5.4% 7.6%

Endocrinology/Met

abolism

5.8% 7.6%

Oncology- Only 5.2% 7.6%

Rheumatology 4.8% 7.0%

Allergy/Immunolog

y

4.9% 6.7%

Internal Medicine 4.6% 6.6%

Family Practice 

without OB

4.6% 6.5%

Internal Medicine-

Pediatrics

3.7% 5.9%

https://www.ecgmc.com/insights/blog/1505/what-the-proposed-2024-mpfs-means-for-physician-compensation
https://www.ecgmc.com/insights/blog/1505/what-the-proposed-2024-mpfs-means-for-physician-compensation


LIMITATIONS TO SURVEY 
DATA

Å Survey data typically publishes total cash 
compensation for professional services

Å What is in cash compensation?

Å W-2 wages

Å K-1 compensation

Å Medical director stipends

Å Research income

Å Call compensation

Å APP supervision stipends

Å Not many rural respondents (servicing populations of 
less than 49,999)

Å General Surgery, OB/GYN, and Orthopedics are 
the only surgical specialties represented with 
more than 50 total providers

Å Primary care* data represents 1,165 providers

Å V¢~l Ě® 5l_}±săă j_±_ ­lª­l®l ±® ÑË ª­¢·tjl­®
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Source: MGMA 2024 Provider Compensation and Productivity Survey (Based on 2023 Data)

Specialty Group Count Count

NP: Family Medicine (without OB) 92 341

Family Medicine (without OB) 76 264

Internal Medicine: General 32 83

Certified Registered Nurse Anesthetist 14 83

Surgery: General 38 80

Emergency Medicine 19 78

Hospitalist: Internal Medicine 20 76

Pediatrics: General 30 71

Family Medicine: Ambulatory Only (No Inpatient Work) 5 66

Obstetrics/Gynecology: General 29 66

PA: Family Medicine (without OB) 33 64

Physical Therapist 10 63

Orthopedic Surgery: General 26 56

NP (Primary Care) 23 56

Family Medicine (with OB) 16 47

Urgent Care 15 43

NP: Psychiatry 17 32

Urology 20 30

Otorhinolaryngology 15 29

Licensed Clinical Social Worker 8 27

*Primary care includes family medicine w/ and w/o OB, urgent care, pediatrics, 
dietitian/nutritionist, and internal medicine for both physicians and APPs.
ϝϝ ²ƻƳŜƴΩǎ IŜŀƭǘƘ ƛƴŎƭǳŘŜǎ h.κD¸bΣ ƴǳǊǎŜ ƳƛŘǿƛǾŜǎ ŀƴŘ btΥ h.κD¸bκ²ƻƳŜƴΩǎ IŜŀƭǘƘ
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SCARCITY HITTING RURAL

There have been 178 Rural Hospital closures or conversions since 2010 and 217 since 2005, these 
numbers include 26 Rural Emergency Hospital Conversions since 2023.

Merative; as of May 13, 2024



COMPLIANCE REQUIREMENTS



RELEVANCE OF PROVIDER 
CONTRACTS

Provider remuneration 
expense is significant & 

increasing
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Provider remuneration is 
highly regulated

Pace of change is significant

Many organizations find their 
provider alignment & 

compensation is misaligned 
with organizational strategy 

and industry trends



Stark Law
I­¢stgt±® ªsº®tht_ ® q­¢~ ­lql­­t r ª_±tl ±® ±¢ ­lhlt·l ğjl®tr _±lj sl_}±s ®l­·thl®ė Ċė,5MĘċ ª_º_g}l gº >ljth_­l ¢­ 
Medicaid from entities with which the physician (or an immediate family member) has a financial relationship, unless an 
exception applies (such as Fair Market Value)

Strict liability statute Ē this is where the technical violations happen!

Anti-Kickback 
Statute 
Ċė!<MĘċ 

The AKS is a criminal law that prohibits the knowing and willful payment of 
"remuneration" to induce or reward patient referrals or the generation of business involving 
any item or service payable by the federal healthcare programs (e.g., drugs, supplies, or 
healthcare services for Medicare or Medicaid patients)

False Claims 
!h± Ċė3*!Ęċ

Triple the damages caused for anyone who commits Medicare fraud

Any violation of Stark or AKS are considered on their face false or fraudulent and violations 
of the FCA 

Private 
Inurement

Applicable to not- for- profit organizations only

Compensation that exceeds a typically fair salary for comparable positions

Consequence is revocation of not- for- profit status

PRIMARY LAWS & STATUTES 
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Jones Day, February 2024

The Cost of Compensation Compliance

ė,A; !  ¢² hl® Llh¢­j-Breaking Year for False 

*}_t~® !h± Ml±±}l~l ±® _ j ;²jr~l ±®øĘ Ē 

Reporting on $1.8 billion of the $2.6 total 

settlements in 2023
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TECHNICAL VIOLATIONS

Å In 2023, recoveries were $2.6 billion

Å >¢®± h_®l® ¸l­l t t±t_±lj gº ¸st®±}lg}¢¸l­® qt}t r ė¬²t ±_~Ę }_¸®²t±®û ¸st®±}lg}¢¸l­® 
receive 15% -  30% of the recoveries associated with these cases (over $340 million in 2023)

Å ROI: $4.30 is recovered from every $1.00 spent
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