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Medicare Advantage (“MA”) enrollment represents 50% of eligible beneficiaries, while another milestone
commands far less attention. Despite MA’s rapid growth, the absolute number of individuals within the
Medicare Fee-for-Service (“FFS”) population had also expanded; we now see FFS declining in a growing

number of metropolitan areas. The trend cannot be distilled down to a single dollar value. As we explore

the severity of structural deficiencies in the Skilled Nursing Facility (“SNF”) revenue-cycle, remember that
Medicare Advantage is simply one example of how provider-burden differs from market to market.

Traditional Medicare subsidizes inadequate Medicaid payment; in fact, FFS is the only payer keeping

many providers afloat. Medicare Advantage reimbursement for short-term care exceeds Medicaid rates,
but MA pays SNFs far less than FFS for the same patients the “private option” replaces (what we call the
“FFS Attrition Ratio”). MedPAC argues SNFs’ willingness to accept MA’s discounted rates justifies
reducing FFS payment. The problem with their logic is that lowering FFS rates would further destabilize
the SNF economic model that CMS created, even as MA plans increasingly deny SNF covered benefits.

Zimmet Healthcare and eCapintel analyzed Medicare Advantage reimbursement for SNF services,

relative to FFS benchmarks. The data in the table below is sourced from CORE Analytics (now part of

Simple, a Netsmart solution) from markets with at least 1,500 admissions during 7/1/21 - 6/30/22.
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cosh FYAZ‘,;'ZZ zc:: County PPD* MA PPD Discount | $/Admit” MA ALOS $/Admit | Discount
35614 | 1.3388 1.43 { New York City $779 $449 42.3% $21,033 15.9 $7,143 66.0%
45300 | 0.8826 1.47 { Tampa $575 $362 37.1% $15,525 16.3 $5,900 62.0%
37964 | 1.1073 1.63 | Philadelphia $675 $458 32.1% $18,225 14.6 $6,692 63.3%
31084 | 1.3046 1.71 i Los Angeles $764 $529 30.8% $20,628 17.4 $9,201 55.4%
41180 | 0.9583 1.82 | St. Louis $609 $422 30.7% $16,443 14.7 $6,204 62.3%
36740 | 0.9003 1.70 i Lake $583 $404 30.6% $15,741 17.7 $7,157 54.5%
35154 | 1.0578 1.41 { Monmouth $654 $461 29.6% $17,658 15.1 $6,956 60.6%
19124 | 0.9699 1.38 | Dallas $615 $448 27.2% $16,605 17.5 $7,840 52.8%
28140 | 0.9237 1.82 { Kansas City $594 $440 25.9% $16,038 13.6 $5,990 62.7%
47894 | 1.0202 1.69 | Arlington, DC $637 $482 24.4% $17,199 16.1 $7,756 54.9%
12060 | 0.9508 1.89 | Atlanta $606 $471 22.2% $16,362 15.7 $7,401 54.8%
26420 | 0.9925 1.67 | Houston $625 $507 18.9% $16,875 16.2 $8,212 51.3%
16984 | 1.0372 2.01 | Cook $645 $602 6.6% $17,415 15.9 $9,567 45.1%

* Day-4 adjusted rate for respective Area Wage Index ~ Uniform 27-day FFS ALOS used to mitigate local distortion


https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MCRAdvPartDEnrolData/MA-State-County-Penetration
https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/MCRAdvPartDEnrolData/MA-State-County-Penetration
https://www.zhealthcare.com/wp-content/uploads/2022/10/Cost-Sharing-final.pdf
https://www.medpac.gov/wp-content/uploads/2021/10/mar21_medpac_report_ch7_sec.pdf
https://oig.hhs.gov/oei/reports/OEI-09-18-00260.pdf
https://www.zhealthcare.com/
https://ecapintel.com/home
https://www.zcoreanalytics.com/
https://www.ntst.com/CareFabric/Data-Solutions/Simple
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Key Takeaways:

e MA reimbursement is significantly below the FFS benchmark in all markets analyzed*.

e There is no correlation between MA reimbursement and SNF Five-Star rating or patient/population

acuity (measured by eCaplintel’s z.RAF scoring system).

e The FFS Attrition Rate (MA payment shortfall, relative to FFS) in each market is explained by two

factors: (a) the number of SNF beds and (b) MA enrollment penetration. In other words, greater bed-
supply and MA market share increase the plans’ leverage to reduce SNF reimbursement.

e Within markets, SNFs that centralize or outsource case management functions realized 9% - 12%

greater MA reimbursement than providers case-managing with facility-based staff (most of whom
were not fully dedicated to Medicare Advantage case management).

Zimmet Healthcare first quantified the “FFS-Attrition Ratio” (how much less MA pays relative to FFS) in

2001. Around that time, MA enrollment growth had slowed and even reversed in many markets before
the Medicare Modernization Act of 2003 changed the program’s payment structure and trajectory.

Fast forward to 2014, ZHSG repeated the analysis and found most providers struggling with the Medicare

Advantage revenue-cycle. The financial equation continued to deteriorate for SNFs; the OIG finally took
notice this year and quantified the extent to which plans prevent beneficiaries from accessing care and
burden Skilled Nursing Facilities with unfounded claim denials. Meanwhile, Medicare Advantage, per

MedPAC, has never achieved a net savings for the Federal government.
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* Absent formal statistical analysis, we believe findings serve as a reasonable proxy for benchmarking.
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https://oig.hhs.gov/oei/reports/OEI-09-18-00260.pdf
https://www.zhealthcare.com/past-conference-highlights/
https://pubmed.ncbi.nlm.nih.gov/29309215/
https://ecapintel.com/resources/managed-care-zone
https://casemanagementsolutions.com/
https://www.zhealthcare.com/
https://www.zhealthcare.com/wp-content/uploads/2017/08/Medicare-Advantage-Spotlight_MA.pdf
https://oig.hhs.gov/oei/reports/OEI-09-18-00260.pdf
https://www.zhealthcare.com/wp-content/uploads/2017/08/Medicare-Advantage-Spotlight_MA.pdf
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CMS Indifference

Inexplicably, CMS does not collect MA-SNF utilization data, despite Medicare Advantage enroliment now
exceeding the number of FFS beneficiaries nationally. This is outrageous. The data can easily be collected
using the annual Medicare Cost Report, but CMS has neglected the CMS 2540-10 (Cost Reports have
atrophied to little more than a mechanism to report reimbursable bad debt). Case in point, detailed below

is SNF payer mix, as reported in the Cost Report’s Worksheet S:

Inpatient Days / Visits

SNF Medicare 2540-10

Cost Report Number Bed Days Title Title

Worksheet S-3 Part | of Beds Available | TitleV | XVII XIX Other | Total
Component 1 2 3 - 5 6 7

1 | Skilled Nursing Facility 120 43,800 2,245 8351 | 25518 | 36,114

The Cost Report recognizes only four payer classifications. “Title XVIII” is Medicare, “Title XIX” is
Medicaid, “Other” includes Private Pay, Medicare Advantage, VA, and, well, “Other.” The fourth option is

“Title V” which, per the Social Security Administration, covers “Maternal and child health.” In 30 years of

cost reporting, I've never seen a single day reported under this benefit. “Title V” is a vestige from a bygone
erq; it’s time to replace this field with “Medicare Advantage” utilization data.

Why it Matters

March 2019 Report

We also do not know how

these rates compare with rates paid to smaller chains and

independent facilities. It is possible that smaller companies
erage and do not negotiate similarly low rates.

MedPAC cites provider willingness to accept lower Medicare Advantage rates

as “evidence” FFS payments should be reduced, yet the Commission admits it

. . However, similar differences in payments were reported
has no data on which to support this argument. Instead, MedPAC references | b N imemen Conier o Sniors ousing
i ing and care, including nursing

NIC’s quarterly “benchmark” report, which, as I’'ve repeatedly warned, is absurd

and dangerous. This defies logic.

Medicare Advantage plans reimburse Skilled Nursing Facilities less than half the amount paid by Fee-
for-Service, with utilization and rate reductions highly variable across markets. CMS must consider

provider protections and local area adjustments based on reliable data before subjecting providers to

irrational reimbursement policy. MedPAC must recognize CMS’ role in fostering a dysfunctional SNF
economic model and recommend Congress pass meaningful legislation to correct these imbalances.

Marc Zimmet
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https://www.cms.gov/Research-Statistics-Data-and-Systems/Downloadable-Public-Use-Files/Cost-Reports/SkilledNursingFacility-2010-form
https://www.zhealthcare.com/wp-content/uploads/2022/10/Cost-Sharing-final.pdf
https://ecapintel.com/commentary/101
https://www.zhealthcare.com/wp-content/uploads/2022/03/Rate-Extensions-03-22.pdf
https://www.zhealthcare.com/wp-content/uploads/2022/03/Rate-Extensions-03-22.pdf

