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The Centers for Medicare and Medicaid Services (CMS) has released a proposed rule for fiscal year (FY) 2012 updating payment rates used under the prospective payment system for skilled nursing facilities (SNF). The rule proposes two options for FY 2012 Medicare rates. 
The first option would provide for a 1.5% increase in the FY 2012 Medicare rates, at a cost of   $530 million, which would include a 2.7% increase from the market basket update and a 1.2% reduction from the multifactor productivity adjustment. WAHSA supports the first option in the proposed CMS SNF payments rule which would provide a 1.5% increase in FY 2012 Medicare rates. 
The second option under the proposed CMS rule would cut Medicare rates by 11.3% in FY 2012. This option includes the $530 million SNF market basket adjustment that is contained in the first option but would reduce SNF payments by $4.47 billion through the implementation of a “parity adjustment,” which is attained by recalibrating the case-mix adjustments in the Medicare rates. The aggregate impact would be a net decrease of $3.94 billion in payments to SNFs in FY 2012. WAHSA not-for-profit and government-operated nursing homes simply can’t afford cuts of this magnitude. WAHSA opposes the second option in the proposed SNF payments rule which would reduce Medicare rates by 11.3%, or $3.94 billion, in FY 2012.
The potential loss in Medicare revenue noted above only will exacerbate the cuts our nursing homes are experiencing due to state cutbacks in the Medicaid program, which is the largest public source of financing for nursing home care. In 2009-10, the difference between the total costs of care Wisconsin nursing facilities provided their Medicaid residents and the Medicaid reimbursement they received for providing that care (“Medicaid deficit”) was $260,809,729. Direct care costs, the costs to provide hands-on care to residents, represented $149,118,467, or 57.2%, of that Medicaid deficit in 2009-10. The average annual Medicaid loss for a Wisconsin nursing home in 2009-10 was $781,900, or $37.71 per day for each Medicaid resident served.
The Wisconsin Legislature appropriated the funds necessary to provide nursing homes with a 2% Medicaid rate increase in 2010-11. However, Wisconsin was forced to reduce overall Medicaid expenditures by $625 million in the 2009-11 biennium, which included Medicaid-reduced funding to nursing homes of $27.9 million. The 2% Medicaid rate increase for nursing homes provided by the Legislature in 2010-11 morphed into a 0.7% MA rate reduction for facilities in FY 2011 when factoring in the Medicaid expenditure reductions. The 2011-13 state budget bill, which awaits Governor Scott Walker’s signature, only provides nursing homes with a 1% acuity increase in each year of the biennium.
Independent studies have shown that not-for-profit nursing facilities tend to have higher staffing levels than for-profits. The MA reimbursement rate for the average Wisconsin nursing home only is sufficient to fund just under 2.80 hours per day of nursing care (R.N., L.P.N., and Certified Nursing Assistant hours), while on average not-for-profit facilities staff at more than 3.80 hours of nursing care per day. 
Historically, higher nursing home private pay rates have been used to subsidize Medicaid underfunding but that option now is fading as nursing home private pay rates in Wisconsin on average exceed Medicaid reimbursement by more than $70 per resident day. After that, the only two viable options are limiting/eliminating Medicaid nursing home admissions and/or generating additional Medicare revenue to offset Medicaid losses. The implementation of this proposed rule will effectively eliminate the Medicare option as a means to subsidize MA deficits, leaving limited access as the only viable option. That option runs contrary to the mission of our not-for-profit members but it is becoming an unfortunate reality and the implementation of this proposed rule will do nothing to deter its becoming a reality.   
The proposed 11.3% reduction in FY2012 Medicare rates would impede a SNF’s ability to recruit and retain staff and would compromise the work Wisconsin’s nursing homes, CMS and other stakeholders have been doing for the last several years to raise the quality of care provided in our nation’s nursing homes. Nursing homes need the proposed 1.5% SNF market basket Medicare rate adjustment if they are to continue to provide quality care to their residents. 
Attached to these comments are two documents highlighting the funding crisis facing Wisconsin nursing homes: 1) Fact Sheet: Medicaid Underpayment for Resident Care; and 2) Summary of Medicaid Deficits for Wisconsin's Nursing Facilities. Also included is a file showing the impact of the proposed 11.3 % cut in Medicare rates on some WAHSA- member SNFs.

Thank you for considering our comments on CMS-1351-P, Medicare Program; Prospective Payment System and Consolidated Billing for Skilled Nursing Facilities for FY 2012. 
The Wisconsin Association of Homes and Services for the Aging (WAHSA) is a statewide membership association of 184 not-for-profit long-term care organizations. WAHSA member corporations own, operate, and/or sponsor 170 not-for-profit nursing homes, including 38 county-operated and 7 municipally-operated facilities, 9 facilities for the developmentally disabled (FDD), 73 community-based residential facilities (CBRF), 67 residential care apartment complexes (RCAC), and 115 senior apartment complexes/retirement homes for the aged, as well as over 300 community service programs ranging from Alzheimer’s support, home care, child and adult day care and hospice to Meals on Wheels. 

