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Rural health clinics (RHCs) are specially certified 

entities that were created in order to increase access to 

primary care services for patients located in rural 

communities.1  RHCs were established via the Rural 

Health Clinic Service Act of 1977, which law was 

promulgated to address the increasing shortage of 

healthcare services in rural areas.2 These clinics are 

specially licensed healthcare organizations through 

Medicare, and may be operated as either a for-profit or a 

non-profit entity.3 RHCs may be provider-based, i.e., 

owned and operated as part of a Medicare-certified 

hospital, nursing home, or home health agency, or 

independent, i.e., as a free-standing clinic owned by a 

provider (or provider entity).4 Although RHCs are 

typically not profitable entities, obtaining RHC 

certification may be particularly advantageous in areas 

with high proportions of patients insured by either 

Medicare or Medicaid, as these insurers provide 

enhanced reimbursement to RHCs.5  

This Health Capital Topics article is the first installment 

in a five-part series regarding the healthcare competitive, 

reimbursement, regulatory, and technological 

environments in which RHCs operate, and will define 

RHCs and the market for these enterprises. 

There are a number of requirements that RHCs must meet 

in order to become licensed and maintain their certified 

status with Medicare. First, the RHC must be located in 

a rural, underserved area (as defined by the U.S. Census 

Bureau and the Health Resources and Services 

Administration).6 Health Professional Shortage Areas 

(HPSAs) are federal designations that indicate healthcare 

provider shortages based on geographic location, 

population, or facilities.7 The area in which an RHC 

resides must be designated as a geographic-based HPSA, 

population-group HPSA, medically underserved area 

(MUA), or governor-designated and secretary-certified 

area within the last four years.8 Additionally, the clinic 

must utilize non-physician providers (NPPs) in rendering 

patient services, including nurse practitioners (NP), 

physician assistants (PA), and certified nurse midwives 

(CNM).9 In fact, the RHC is required to be staffed with 

one NPP, who must be located onsite to see patients 50% 

of the time the clinic is open (at a minimum) under 

physician supervision.10  Although at least one NPP must 

be employed by the RHC, RHC physicians are able to 

provide services through an employment agreement or 

via contract, where the contractual arrangement may be 

directly between the RHC and physician or between the 

RHC and a third party that supplies the clinic with 

physician services, e.g., locum tenens agency.11 RHC 

physicians and NPPs typically provide outpatient 

medical, mental health, or qualified preventive 

services.12 In addition to these services, an RHC must be 

able to provide basic laboratory and diagnostic services 

such as:  

(1) Chemical examination of urine by stick or 

tablet method or both; 

(2) Hemoglobin or hematocrit; 

(3) Blood sugar; 

(4) Examination of stool specimens for occult 

blood; 

(5) Pregnancy tests; and, 

(6) Primary culturing for transmittal to a certified 

laboratory.13 

Once an RHC satisfies all requirements and has been 

certified, the RHC maintains certification unless its 

location changes or the location no longer meets location 

requirements, i.e., is no longer in an HPSA.14  

As of January 2019, there were 4,386 certified RHCs in 

the U.S.; however, approximately 46% of RHCs are 

operating at a loss, leading to increased risk of closure.15 

From 2010 to February 2019, there have been 98 RHC 

closures, exacerbating the rural healthcare service 

shortage.16 As rural and underserved areas still have an 

insufficient distribution of the healthcare workforce, they 

are unable to adequately meet demand and provide timely 

and appropriate care.17 As of the end of 2018, there were 

approximately 7,026 primary care HPSAs,18 

approximately 4,175 (59%) of which were rural areas, 

and which needed a projected 3,871 providers in order to 

remove these rural HPSA designations.19 Limited access 

to healthcare services negatively affects health status, 

quality of life, and life expectancies; additionally, the 

inability to provide timely or appropriate care may lead 

to unmet health needs of the patient population, leading 

to preventable and costly hospitalizations.20  

The market for rural health services is expected to 

experience increasing demand in the coming years, due 

to the aging Baby Boomer population and an influx of 

insured individuals through the ACA.21 Both of these 

factors may increase the number of those seeking 

healthcare services. As demand increases, the supply of 

physicians is anticipated to decrease, due to an imbalance 
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between the number of physicians who are moving 

toward retirement and the number of residents who are 

entering the profession.22 While this may lead to a 

shortage of primary care services (especially in areas that 

are already underserved), because RHCs are required to 

be staffed by NPPs at least 50% of the time, RHCs may 

not be as strongly affected by the physician manpower 

shortage.23 

In most industries, any shortage may lead to rising prices. 

However, in the healthcare industry, the federal 

government has some power to set prices through the 

Medicare program. Further, with respect to Medicare 

reimbursement, RHCs are reimbursed on an all-inclusive 

rate (AIR), which indicates that even if there is a shortage 

of primary care services in the next several years, prices 

(i.e., RHC reimbursement) may not rise to reflect this 

shortage.24  

1  “Rural Health Clinics (RHCs)” Rural Health Information Hub, 
https://www.ruralhealthinfo.org/topics/rural-health-clinics 

(Accessed 3/19/19). 

2  “Rural Health Clinic Services Act of 1977” Pub. L. No. 95-210, 
91 Stat. 1485 (December 13, 1977). 

2       Rural Health Information Hub, 

https://www.ruralhealthinfo.org/topics/rural-health-
clinics#certified (Accessed 12/14/18); “Rural Health Clinic” 

MLN Fact Sheet, ICN 006398, January 2018, available at: 

https://www.cms.gov/Outreach-and-Education/Medicare-
Learning-Network-

MLN/MLNProducts/Downloads/RuralHlthClinfctsht.pdf 

(Accessed 12/14/18), p. 1-2. 
4  Rural Health Information Hub (Accessed 12/14/18). 

5  Rural Health Information Hub (Accessed 3/8/19). 

6  Rural Health Information Hub (Accessed 12/14/18); MLN Fact 
Sheet, January 2018, p. 2. 

7  “Improving Access to Care in Rural and Underserved 

Communities: State Workforce Strategies” National Conference 

of State Legislatures, August 2017, 

http://www.ncsl.org/documents/health/WorkforceStrategies2017

.pdf (Accessed 3/8/19), p.1. 
8  Rural Health Information Hub (Accessed 3/8/19). 

9  Rural Health Information Hub (Accessed 12/14/18). 

10  Ibid. 
11  Ibid; “Chapter 13 – Rural Health Clinic (RHC) and Federally 

Qualified Health Center (FQHC) Services” in “Medicare Benefit 

Policy Manual” Centers for Medicare & Medicaid Services, 
December 7, 2018,  https://www.cms.gov/Regulations-and-

Guidance/Guidance/Manuals/downloads/bp102c13.pdf 
(Accessed 3/19/19); “Revised Rural Health Clinic (RHC) 

Guidance – State Operations Manual (SOM) Appendix G – 

Advanced Copy” By Director, Survey and Certification Group, 
Letter to State Survey Agency Directors (December 22, 2017), 

https://www.cms.gov/Medicare/Provider-Enrollment-and-

Certification/SurveyCertificationGenInfo/Downloads/Survey-
and-Cert-Letter-18-09.pdf (Accessed 3/19/19), p. 54. 

12  Rural Health Information Hub (Accessed 3/8/19). 

13  Rural Health Information Hub (Accessed 12/14/18); MLN Fact 
Sheet, January 2018, p. 2-3. 

14  “Rural Health Information Hub (Accessed 3/8/19). 

Although RHCs are typically not profitable ventures, as 

demonstrated by the significant proportion of RHCs 

operating at a loss,25 they provide an invaluable service 

to areas that may not otherwise have access to primary 

services. Due in part to the relative dearth of RHCs in 

MUAs, free-standing RHCs may consequently be 

potential acquisition targets by entities such as critical 

access hospitals or other non-profit healthcare 

enterprises that are seeking to meet their charitable 

mission and increase healthcare access and quality of 

care in their communities. The remaining articles in this 

five-part series will explore RHCs in relation to the Four 

Pillars that influence the valuation of healthcare 

enterprises, assets, services: competition, reimbursement, 

regulation, and technology. 

15  “United States: Rural Healthcare Facilities” Rural Health 
Information Hub, https://www.ruralhealthinfo.org/states/united-

states (Accessed 3/27/19); “Rural Hospital Closures to Ninety-

Eight” By Jessica Seigel, National Rural Health Association, 
February 20, 2019, 

https://www.ruralhealthweb.org/blogs/ruralhealthvoices/february

-2019/rural-hospital-closures-rise-to-ninety-seven (Accessed 
3/7/19). 

16  Seigel, February 20, 2019. 

17  National Conference of State Legislatures, August 2017, p.1. 
18  “Primary Care Health Professional Shortage Areas (HPSAs)” 

Kaiser Family Foundation, December 31, 2018, 

https://www.kff.org/other/state-indicator/primary-care-health-
professional-shortage-areas-

hpsas/?currentTimeframe=0&sortModel=%7B%22colId%22:%2

2Location%22,%22sort%22:%22asc%22%7D (Accessed 
3/8/19); National Conference of State Legislatures, August 2017. 

19  Kaiser Family Foundation, December 31, 2018; “First Quarter of 

Fiscal Year 2019 Designated HPSA Quarterly Summary” 

Bureau of Health Workforce, Health Resources and Services 

Administration (HRSA), U.S. Department of Health & Human 

Services (January 1, 2019), p. 3. 
20  National Conference of State Legislatures, August 2017, p.2. 

21  “Older People Projected to Outnumber Children for First Time 

in U.S. History” United States Census Bureau, September 6, 
2018, https://www.census.gov/newsroom/press-

releases/2018/cb18-41-population-projections.html (Accessed 

3/8/19); “Key Facts about the Uninsured Population” Kaiser 
Family Foundation, December 7, 2018, 

https://www.kff.org/uninsured/fact-sheet/key-facts-about-the-
uninsured-population/ (Accessed 3/8/19). 

22  “The Complexities of Physician Supply and Demand: 

Projections from 2016 to 2030” Submitted by IHS Markit 
Limited, for the Association of American Medical Colleges, 

March 2018, https://aamc-

black.global.ssl.fastly.net/production/media/filer_public/85/d7/8
5d7b689-f417-4ef0-97fb-

ecc129836829/aamc_2018_workforce_projections_update_april

_11_2018.pdf (Accessed 12/28/18). 
23  Rural Health Information Hub (Accessed 3/8/19). 

24  Ibid. 

25  Seigel, February 20, 2019. 

                                                 

https://www.kff.org/other/state-indicator/primary-care-health-professional-shortage-areas-hpsas/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.kff.org/other/state-indicator/primary-care-health-professional-shortage-areas-hpsas/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.kff.org/other/state-indicator/primary-care-health-professional-shortage-areas-hpsas/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D
https://www.kff.org/other/state-indicator/primary-care-health-professional-shortage-areas-hpsas/?currentTimeframe=0&sortModel=%7B%22colId%22:%22Location%22,%22sort%22:%22asc%22%7D


  
 
 

Todd A. Zigrang, MBA, MHA, CVA, ASA, FACHE, is the President of 

HEALTH CAPITAL CONSULTANTS (HCC), where he focuses on the areas of 

valuation and financial analysis for hospitals, physician practices, and other 

healthcare enterprises. Mr. Zigrang has over 20 years of experience 

providing valuation, financial, transaction and strategic advisory services 

nationwide in over 1,000 transactions and joint ventures.  Mr. Zigrang is 

also considered an expert in the field of healthcare compensation for physicians, 

executives and other professionals. 
 

Mr. Zigrang is the co-author of “The Adviser’s Guide to Healthcare – 2nd Edition” [2015 

– AICPA], numerous chapters in legal treatises and anthologies, and peer-reviewed and 

industry articles such as: The Accountant’s Business Manual (AICPA); Valuing 

Professional Practices and Licenses (Aspen Publishers); Valuation Strategies; Business 

Appraisal Practice; and, NACVA QuickRead. In addition to his contributions as an author, 

Mr. Zigrang has served as faculty before professional and trade associations such as the 

American Society of Appraisers (ASA); American Health Lawyers Associate (AHLA); 

the American Bar Association (ABA); the National Association of Certified Valuators and 

Analysts (NACVA); Physician Hospitals of America (PHA); the Institute of Business 

Appraisers (IBA); the Healthcare Financial Management Association (HFMA); and, the 

CPA Leadership Institute. 
 

Mr. Zigrang holds a Master of Science in Health Administration (MHA) and a Master of 

Business Administration (MBA) from the University of Missouri at Columbia. He is a 

Fellow of the American College of Healthcare Executives (FACHE) and holds the 

Accredited Senior Appraiser (ASA) designation from the American Society of Appraisers, 

where he has served as President of the St. Louis Chapter, and is current Chair of the ASA 

Healthcare Special Interest Group (HSIG). 

 

 John R. Chwarzinski, MSF, MAE, is Senior Vice President of HEALTH 

CAPITAL CONSULTANTS (HCC). Mr. Chwarzinski’s areas of expertise 

include advanced statistical analysis, econometric modeling, as well as, 

economic and financial analysis. Mr. Chwarzinski is the co-author of peer-

reviewed and industry articles published in Business Valuation Review and 

NACVA QuickRead, and he has spoken before the Virginia Medical Group 

Management Association (VMGMA) and the Midwest Accountable Care Organization 

Expo. Mr. Chwarzinski holds a Master’s Degree in Economics from the University of 

Missouri – St. Louis, as well as, a Master’s Degree in Finance from the John M. Olin 

School of Business at Washington University in St. Louis. He is a member of the St. Louis 

Chapter of the American Society of Appraisers, as well as a candidate for the Accredited 

Senior Appraiser designation from the American Society of Appraisers. 

 

Jessica L. Bailey-Wheaton, Esq., is Vice President and General Counsel 

of HEALTH CAPITAL CONSULTANTS (HCC), where she conducts project 

management and consulting services related to the impact of both federal 

and state regulations on healthcare exempt organization transactions and 

provides research services necessary to support certified opinions of value 

related to the Fair Market Value and Commercial Reasonableness of 

transactions related to healthcare enterprises, assets, and services. Ms. Bailey-Wheaton is 

a member of the Missouri and Illinois Bars and holds a J.D., with a concentration in Health 

Law, from Saint Louis University School of Law, where she served as Fall Managing 

Editor for the Journal of Health Law & Policy. 

 

Daniel J. Chen, MSF, CVA, is a Senior Financial Analyst at HEALTH 

CAPITAL CONSULTANTS (HCC), where he develops fair market value and 

commercial reasonableness opinions related to healthcare enterprises, 

assets, and services. In addition, Mr. Chen prepares, reviews and analyzes 

forecasted and pro forma financial statements to determine the most 

probable future net economic benefit related to healthcare enterprises, 

assets, and services, and applies utilization demand and reimbursement trends to project 

professional medical revenue streams, as well as ancillary services and technical 

component (ASTC) revenue streams. Mr. Chen has a Master of Science in Finance from 

Washington University St. Louis.  
 

 

HCC Services 
 Valuation Consulting 
 Commercial 

Reasonableness 

Opinions 
 Commercial Payor 

Reimbursement 

Benchmarking 
 Litigation Support & 

Expert Witness 
 Financial Feasibility 

Analysis & Modeling 
 Intermediary 

Services 
 Certificate of Need 
 ACO Value Metrics 

& Capital Formation 
 Strategic Consulting 
 Industry Research 

Services 
 

 HCC Home 

 Firm Profile 

 HCC Services 

 HCC Experts 

 Clients & Projects 

 HCC News 

 Upcoming Events 

 Contact Us 

 Email Us 

 Valuation Consulting 
 Commercial 

Reasonableness 

Opinions 
 Commercial Payor 

Reimbursement 

Benchmarking 
 Litigation Support & 

Expert Witness 
 Financial Feasibility 

Analysis & Modeling 
 Intermediary 

Services 
 Certificate of Need 
 ACO Value Metrics 

& Capital Formation 
 Strategic Consulting 
 Industry Research 

Services 
 

HCC Services 
 

 

http://www.healthcapital.com/hcc-professional-team/todd-zigrang
https://www.cpa2biz.com/AST/Main/CPA2BIZ_Primary/BusinessValuationandLitigationServices/PRDOVR~PC-091080HI/PC-091080HI.jsp
http://www.healthcapital.com/hcc-professional-team/john-chwarzinski
http://www.healthcapital.com/hcc/cvs/jbailey.pdf
https://www.healthcapital.com/hcc/cvs/DJC_3.8.17.pdf
https://www.healthcapital.com/services/valuationconsulting
https://www.healthcapital.com/services/commercialreasonableness
https://www.healthcapital.com/services/commercialreasonableness
https://www.healthcapital.com/services/commercialreasonableness
https://www.healthcapital.com/services/commercial-payor-reimbursement-benchmarking
https://www.healthcapital.com/services/commercial-payor-reimbursement-benchmarking
https://www.healthcapital.com/services/commercial-payor-reimbursement-benchmarking
https://www.healthcapital.com/services/litigationsupport-expertwitness
https://www.healthcapital.com/services/litigationsupport-expertwitness
https://www.healthcapital.com/services/financialanalysismodeling
https://www.healthcapital.com/services/financialanalysismodeling
https://www.healthcapital.com/services/intermediaryservices
https://www.healthcapital.com/services/intermediaryservices
https://www.healthcapital.com/services/certificateofneed
https://www.healthcapital.com/services/acovaluemetrics
https://www.healthcapital.com/services/acovaluemetrics
https://www.healthcapital.com/services/strategic-consulting
https://www.healthcapital.com/services/industryresearchservices
https://www.healthcapital.com/services/industryresearchservices
http://www.healthcapital.com/
http://www.healthcapital.com/firmprofile
http://www.healthcapital.com/services
http://www.healthcapital.com/hcc-team
http://www.healthcapital.com/clients-projects
http://www.healthcapital.com/hcc-news/hcc-news-archives
http://www.healthcapital.com/hcc-news/upcoming-events
http://www.healthcapital.com/contact-hcc
http://www.healthcapital.com/hcc-professional-team/robert-james-cimasi/50-information-forms/178-emailtheexperts
https://www.healthcapital.com/services/valuationconsulting
https://www.healthcapital.com/services/commercialreasonableness
https://www.healthcapital.com/services/commercialreasonableness
https://www.healthcapital.com/services/commercialreasonableness
https://www.healthcapital.com/services/commercial-payor-reimbursement-benchmarking
https://www.healthcapital.com/services/commercial-payor-reimbursement-benchmarking
https://www.healthcapital.com/services/commercial-payor-reimbursement-benchmarking
https://www.healthcapital.com/services/litigationsupport-expertwitness
https://www.healthcapital.com/services/litigationsupport-expertwitness
https://www.healthcapital.com/services/financialanalysismodeling
https://www.healthcapital.com/services/financialanalysismodeling
https://www.healthcapital.com/services/intermediaryservices
https://www.healthcapital.com/services/intermediaryservices
https://www.healthcapital.com/services/certificateofneed
https://www.healthcapital.com/services/acovaluemetrics
https://www.healthcapital.com/services/acovaluemetrics
https://www.healthcapital.com/services/strategic-consulting
https://www.healthcapital.com/services/industryresearchservices
https://www.healthcapital.com/services/industryresearchservices

	PDF_HC_Topics_RHC_Intro_3.27.19a
	Topics Bios 12.18.18



