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Key takeaways
Throughout this report, we share insights into ways senior care providers can 
reimagine their business models in the evolving senior care landscape.  
 
These strategies fall into four areas:

Staffing & expense optimization
To attract and retain staff in today’s tight labor market, look 
beyond wage increases. Consider outside-the-box benefits 
such as free childcare or a greater control of employee turnover 
and staffing agencies.

Revenue diversification
Explore population health strategies, such as institutional 
special needs plans (I-SNPs), to create new revenue streams 
while improving residents’ quality of life.

Policy & funding
The providers that stay informed and prepared for the complex 
compliance requirements surrounding federal relief funds, 
including some potentially overlooked sources, create the best 
opportunity to maximize this funding and minimize potential 
downsides. If your organization hasn’t already claimed the 
employee retention credit for 2020 or 2021, evaluate your 
eligibility today.

Perform operational assessments
Over the course of the pandemic, senior living owners  
and operators have found creative ways to repurpose common 
spaces to generate new revenue streams. Other providers, 
meanwhile, are taking advantage of a strong mergers and 
acquisitions market to explore potential combinations or 
divestitures.

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Introduction:  
The senior care landscape
In this year’s report, we examine the current threats to senior care and  
long-term living providers — and insights to help them reimagine their business 
models in that changing landscape. 
Until recently, declining occupancy was the most 
financially devastating toll of the COVID-19 
pandemic for senior care and living providers. 
The good news is that occupancy has trended 
up from the lowest occupancy in the 1st quarter 
of 2021 through the 3rd quarter of 2022. 
Although, nationwide census is still short of  
pre-pandemic levels and the pace of full 
recovery remains uncertain.

Recovery is impacted by the number of new 
units that are still entering the market which 
is impacting overall occupancy levels, rising 
acuity levels which is increasing turnover and 
inflationary pressures slowing recovery.

Source: NIC MAP Data, Powered by NIC MAP Vision

Occupancy trends

Majority IL CCRC/LPC Majority AL Majority NC

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Staffing is the biggest limiting factor for senior care  
providers today. In a survey by the American Healthcare 
Association and National Center for Assisted Living (AHCA/
NCAL), 58% of nursing home respondents said they were 
limiting new admissions due to staffing shortages, while more 
than three-quarters of nursing homes and 60% of assisted 
living facilities were concerned workforce challenges could 
force them to close.

Despite these significant ongoing challenges, 
long-term demographic trends present a hopeful 
long-term picture for senior care and living providers. 
The first baby boomers turn 80 in 2026, and this older  
cohort will more than double to 28 million in 2040. At the 
same time, the ratio of caregivers to the 80-plus population 
will drop, causing more seniors to need housing and care 
outside of their homes.

These demographic tailwinds are poised to drive 
long-term inventory growth for senior care and living. 
However, given the uncertainties facing senior care 
and long-term living providers, reaping the benefits of 
this long-term demographic boom will take 
perseverance and thoughtful strategic planning.

Read on for Plante Moran perspectives on ways to 
reimagine and future-proof your organization.

Source: American Health Care Association & National Center for Assisted Living, State of the Long Term Care 
Industry: Survey of nursing home and assisted living providers show industry-facing significant workforce crisis, 
September 2021.

58% of nursing homes limiting new admissions due to staffing shortages

58%

69%

99%

Asked current staff to work 
overtime/extra shifts

Hired temporary  
agency staff

Limited new 
admissions

https://www.ahcancal.org/News-and-Communications/Fact-Sheets/FactSheets/Workforce-Survey-September2021.pdf
https://www.ahcancal.org/News-and-Communications/Fact-Sheets/FactSheets/Workforce-Survey-September2021.pdf
https://www.ahcancal.org/News-and-Communications/Fact-Sheets/FactSheets/Workforce-Survey-September2021.pdf
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Expense & staffing optimization
Senior care and living providers are facing a twin pandemic, with the current staffing crisis 
compounding the effects of COVID-19. Nurse turnover rates rose to about 22% in 2021, 
up from 18% in 2019. Another 30% of RNs are considered “flight risks.”
Nursing homes have been hit the worst of all healthcare sectors, as chronic Medicaid underfunding combined with overwhelming pandemic-related 
expenses have left them struggling to compete for qualified staff. Since the start of the pandemic, nursing homes have lost 15% of their total workforce — 
more than any other healthcare setting.

As a result of this severe staffing shortage, providers are almost universally asking employees to work overtime, and the vast majority are backfilling 
shortages with temporary staffing. A January 2022 NIC Executive Survey showed 98% of respondents were paying overtime and 89% using agency or  
temp staff. In April 2020, just 85% of respondents were paying overtime and 36% were using agency or temp staff.

Source: American Health Care Association & National Center 
for Assisted Living, BLS January Jobs Report, January 2022Source: NIC Executive Survey Insights

Percent change in healthcare sector employment: February 2020 – January 2022
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How senior housing providers are tackling staffing shortages
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89%

25%
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Hiring professionals from other industries
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https://www.wsj.com/articles/nurse-salaries-rise-as-demand-for-their-services-soars-during-covid-19-pandemic-11637145000
https://www.pressganey.com/about-us/news/new-findings-press-ganey-reveal-millennial-nurses-are-most-likely-quit-and-nearly-30
https://blog.nic.org/executive-survey-insights-wave-25
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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The growing reliance on temporary staff has driven dramatic increases in agency costs.
In hot markets, contract nurses can essentially name their price, particularly with the introduction of online platforms. One example is KARE, a platform 
that connects senior care and living providers with independent contractors, who set their own pay scale.

Competition for nurses is especially fierce. In 2021, registered nurse salaries increased about 4% to $81,376, according to a Wall Street Journal analysis of 
about 60,000 nurse salaries, excluding overtime and bonus pay. In 2020, nurse salaries increased 3.3% and in 2019, 2.6%.

Labor and contract disputes in a number of states are contributing to nationwide wage rate increases. In the face of possible strikes, a Connecticut health 
system settles on a $20 per hour minimum for certified nursing assistants (CNAs) and $30 for licenses practical nurses (LPNs). A landmark contract case in 
Oregon resulted in wage increases of as much as 30%, pushing minimum rates for CNAs to $18 per hour.

In addition to competing with deep-pocketed hospitals and health systems — some of which are offering nurses double-digit increases — long-term care 
providers are increasingly seeing caregivers jump ship to join staffing agencies, where they can often earn higher hourly wages while meeting their needs 
for flexibility.

There have been some innovative approaches to help providers alleviate the staffing crisis, such as a Minnesota initiative to recruit at least 1,000 new 
CNAs. AHCA and LeadingAge are advocating for Care for Our Seniors Act, which includes provisions to recruit and retain more long-term caregivers, as 
well as to enhance quality of care, oversight, and safety of facilities.

But for struggling senior care providers, these reforms could come too late. Most providers are spending government stimulus dollars to cover 
compensation increases, but given the rigid constraints of Medicaid reimbursement rates, the long-term viability of these higher wage rates remains murky 
at best. Given that wages and benefits accounted for about two-thirds of the typical senior care provider’s cost structure pre-pandemic, these sharply 
increasing labor expenses aren’t sustainable without an increase in Medicaid and Medicare reimbursement.

https://www.wsj.com/articles/nurse-salaries-rise-as-demand-for-their-services-soars-during-covid-19-pandemic-11637145000
https://skillednursingnews.com/2021/06/new-cna-lpn-contracts-raise-wages-and-labor-costs-across-united-states/
https://skillednursingnews.com/2021/12/minnesota-plans-to-train-deploy-1000-long-term-care-cnas-within-2-months/
https://skillednursingnews.com/2021/12/minnesota-plans-to-train-deploy-1000-long-term-care-cnas-within-2-months/
https://www.ahcancal.org/Advocacy/Pages/Care-For-Our-Seniors-Act.aspx
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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What to do now
During the pandemic, providers have been forced to 
operate in crisis mode, and many have gotten away from 
certain operational best practices. Providers need to 
step back and look at the business in a methodical way, 
considering how the landscape has changed and what 
strategies and approaches are available that weren’t 
possible even five years ago.

Focus on current trends vs.  
a historical look-back
Review monthly dashboards to make sure you’re focusing 
on what’s important. Overall trends and patterns in things 
like overtime, nonproductive time, agency usage, resident 
acuity, and payor mix, are far more informative than 
looking back at historical financial performance.

Manage to the staffing grid
Many providers had gotten away from using staffing grids pre-pandemic because 
census was relatively stable. Consistent use of this fundamental tool can enable 
providers to set clear expectations upfront while maintaining the staffing ratios 
that are necessary to deliver the desired quality of care. As census and acuity in a 
unit fluctuates, following the unit’s staffing grid allows everyone from nurse aids 
to RNs to know exactly what will be expected of them in terms of workload, while 
keeping administrators aware of the implications from a budget perspective.

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Renegotiate or terminate  
vendor contracts
As census has decreased, have you reevaluated the terms and 
conditions of your vendor contracts? Should you bring some 
ancillary or other services in-house, such as dietary or laundry? 
Or are there opportunities to repurpose those services to 
generate a new revenue stream?

Review or create a written emergency 
preparedness plan
We have experienced multiple COVID-19 variants and most 
likely multiple outbreaks. If an outbreak occurred in one of 
your buildings tomorrow, does everyone know what to do? Do 
you have a written emergency plan that details everything that 
needs to happen, from isolation of sick residents to calling in 
emergency support from local hospitals or the National Guard? 
Who will notify families? Who deals with the press? What are 
your policies regarding staff who test positive for COVID-19 
but are asymptomatic? Administrators may intuitively know the 
answers to these questions, but a written plan increases the 
likelihood that it will be implemented as intended.

Consider outside-the-box benefits
Wage increases aren’t the only way to retain employees. 
Growing numbers of employers are boosting loyalty by 
addressing their employee’s biggest pain points, such as  
access to childcare. In 2021, 85% of parents spent at least  
10% of their total annual income on childcare, up from just  
72% of parents who said the same in 2020. Senior care 
providers can consider repurposing unused facility space, 
securing a discount from a local daycare to accept employees’ 
children, or even partnering with other employers to create a 
daycare cooperative. Providers might also consider offering 
free meals for employees to take home or even repurposing 
underutilized buses to offer free transportation. These 
additional benefits may be less expensive than agency, 
turnover, and recruiting costs.

Create your own staffing agency
Providers are motivated to reduce their dependence on staffing 
agencies for good reason. Temporary staff lack knowledge 
of internal procedures and protocols, and they don’t have 
established relationships with the residents, many of whom 
struggle with dementia and can experience detrimental 
effects from staff turnover. Some senior living providers are 
addressing these quality concerns and managing staffing costs 
by partnering with sister facilities to create internal nursing 
pools. By establishing a pool of nurses shared across facilities, 
providers achieve consistency in staffing when reining in 
staffing costs.

https://www.care.com/c/how-much-does-child-care-cost/
https://www.care.com/c/how-much-does-child-care-cost/
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Self-fund health insurance
Skyrocketing labor costs have changed the cost-
benefit calculation when it comes to offering health 
insurance. Today, new cost containment options, 
such as self-funded medical plans, allow small and 
midsized providers to deliver benefits to employees 
in a cost-effective, efficient way. While self-funded 
plans don’t always save significant costs in the first 
year, incremental savings typically add up to bend the 
healthcare cost curve and lead to long-term savings. 
(See case studies to the right).

Organizations that self-fund their medical plans 
save, in part, due to lower taxes and fees. But the 
more significant savings come from contracting with 
specialty vendors that provide targeted services, 
such as pharmacy benefit managers and cancer care 
coordination. These specialty vendors operate far more 
efficiently and in a more transparent way than the 
large, all-in-one health insurance carriers. Employers 
that switch to self-funded plans often reduce their 
pharmacy spend by 20 to 30% per year.

Many of these self-funded health plans also drive 
savings by offering concierge-type services to help 
employees navigate the complex healthcare delivery 
system. Healthcare navigators connect members with 
the level of care they need when they need it, while 
also advocating on the member’s behalf. The ability 
to engage the person early on and direct them to 
appropriate resources helps lower employers’ overall 
cost of healthcare. 

Examples of savings from self-funded health insurance plans 
EMPLOYER A

EMPLOYEES ON PLAN  
75

LOCATION 
Columbus, Ohio

THE CHALLENGE 
Healthcare costs had increased 100% over a three-year period. The insurance carrier suggested 
“large” claimants were driving increased costs but refused to provide supporting data.

THE SOLUTION 
Self-insured medical plan used a group  
captive to manage the overall risk.

THE RESULTS 
With access to actionable claims data, the 
employer’s costs dropped 30% within nine 
months, resulting in savings of about $180,000. 

EMPLOYER B

EMPLOYEES ON PLAN  
60

LOCATION 
Southeast Michigan

THE CHALLENGE 
The company’s highly loyal and aging employee base was contributing to annual health insurance 
cost increases of 12 to 16% per year on their fully insured plan.

THE SOLUTION 
To control costs without shifting those costs 
to employees, the employer switched to a 
self-insured open-access health plan. The 
company used its projected savings to provide 
employees with an advocate and legal support 
to help negotiate billing disputes.

THE RESULTS 
Hospital discounts averaged 65.4% over four 
years — far greater than the discounts of 45 
to 50% promised by traditional insurance 
carriers. Over that four-year period, the 
employer saved about $700,000 compared to 
what it would’ve paid on the fully insured plan.

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Revenue recovery & diversification
The pandemic has changed the revenue drivers for skilled nursing providers.
Post-acute care, which nationally has tended to be less than 25% of patient days of care but has been the lifeblood of financial viability, has been hit  
hard — first, by a sharp decline in elective surgeries and overall declines in utilization across many types of care, as well as a strong preference for  
home-based rehabilitation.

These trends drove a steep decline in post-acute care utilization. The percentage of patients discharged to SNFs from hospitals declined five percentage points 
from its 2019 average to just 14% in October 2020, according to a study of more than 70 million commercially insured individuals, including Medicare Advantage 
(MA) beneficiaries. Use of SNFs for post-acute care declined to 51% of the pre-pandemic rate, from an average of 324 admissions per 100,000 insured members 
to 167 admissions per 100,000. As a result, SNFs saw their share of post-acute spending drop eight percentage points. (See chart.) The study’s authors state that 
these trends point to “a fundamental shift in providing post-acute care at home, rather than in nursing homes.”

Will this shift to home last? The answer largely depends on whether 
lawmakers strengthen the home health benefit, which has shrunk over the 
course of the last decade. But the pandemic could represent an inflection 
point, given the imperative to reduce infection rates.

The Choose Home Care Act of 2021 proposes to supplement the 
traditional Medicare home health benefit with expanded services, including 
transportation, meals, home modifications, remote patient monitoring, 
telehealth services, and personal care services. Some industry leaders have 
expressed concern that the bill would limit options for Medicare beneficiaries, 
but others in the SNF community see advantages in creating incentives for 
more SNFs to offer at-home services.

Meanwhile, the number of Medicare Advantage plans offering home care as 
a supplemental benefit is on the rise, although managed care plans cap the 
benefit at a very low level (around 60 hours).

Whether you see home care as a complement or a competitor, all of these 
factors cast a specter of doubt on the long-term financial viability of the 
transactional, post-acute care side of the business.

Rachel M. Werner and Eric Bressman, “Trends in Post-Acute Care Utilization During the COVID-19  
Pandemic,” Journal of Post-Acute and Long-Term Care Medicine 22, no. 12 (December 2021): 2496-2499.

https://www.jamda.com/article/S1525-8610(21)00776-3/fulltext
https://www.nahc.org/wp-content/uploads/2021/07/Choose-Home-Factsheet.pdf
https://skillednursingnews.com/2021/10/shift-to-home-may-be-coming-for-snfs-as-choose-home-bill-introduced-in-the-house/
https://skillednursingnews.com/2021/10/shift-to-home-may-be-coming-for-snfs-as-choose-home-bill-introduced-in-the-house/
https://www.mcknightshomecare.com/number-of-ma-plans-offering-home-care-benefit-to-skyrocket-in-2022/
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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What is an I-SNP? 
A special needs plan (SNP) is a MA plan targeted to a specialized 
population. Institutional special needs plans (I-SNPs) target older, more 
frail residents who live in a long-term care setting. CMS requires each 
I-SNP to have a model of care, which spells out how the plan will take 
care of the beneficiary.

What does an I-SNP cover? 
Typically, these all-in-one plans cover all traditional Medicare inpatient 
and outpatient services as well as prescription drugs. Each member is 
stratified into a risk level, which determines their individual care plan. In 
a SNP, certain encounters aren’t subject to the same medical necessity 
requirements as traditional Medicare, which means the beneficiary 
can receive more frequent visits. I-SNPs are also permitted to provide 
additional benefits that aren’t included as part of traditional Medicare.

What are the advantages of an I-SNP? 
Residents gain better care coordination provided to them by the place 
they have chosen as their home, as well as customized benefits that are 
tailored to nursing home residents.

Nursing home owners and operators benefit from a new revenue stream 
associated with the I-SNP contract. In addition to a monthly fixed 
payment to help coordinate the care of the beneficiary, the nursing home 
also has opportunities to share in savings from managing the resident’s 
overall care costs, including hospitalization. Nursing homes can choose 
from a range of options that entail different levels of risk and reward. 
Some providers even establish their own I-SNPs.

Most importantly, the I-SNP will partner with the facility to strengthen 
clinical competencies that will help to avoid unnecessary hospitalizations 
and emergency department visits. This benefits residents and will also 
help facilities prepare for the continued growth of value-based contracts.

New revenue streams for long-term care business
Given the decline in utilization of post-acute care, SNF owners and operators are 
understandably turning their attention to how to make the long-term care side of 
the house more attractive to residents and financially viable for the long haul.

 
 
 
 

 
Population health strategies carry the potential for long-term care operators to 
create new revenue streams while improving residents’ quality of life. One of 
these options is the institutional special needs plan (I-SNP), a Medicare benefit 
for residents of long-term care institutions. Enrollment in I-SNPs saw strong 
growth in the years leading up to the pandemic. And while enrollment growth 
slipped in 2021, these plans remain one of the best vehicles for providers of 
long-term care to embrace first.

I-SNPs: A primer

Source: Integrated Care Resource Center, CMS SNP Comprehensive Report,  
February 2018, 2019, 2020, and 2021.

Enrollment growth in all I-SNPs by affiliation/parent organization, 2018–2022
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I-SNP

Benefits

LTC provider Payer Resident

Enhanced compensation
to nursing homes with 
effectively managed 
resident care and 
strong clinical outcomes

Benefits geared toward 
nursing home residentsCollaboration with SNF 

to achieve quality and 
cost-effective outcomes 
for beneficiaries

Providers should take time to understand the range of risks and opportunities 
entailed by these programs. The I-SNP and the nursing home both benefit 
when the total cost of the resident care is managed effectively and the 
clinical outcomes are strong.

Skilled nursing providers also have opportunities to build on the  
momentum to provide more healthcare services in the home. Two population 
health programs create opportunities to provide nursing home services 
“without walls.”

An institutional equivalent SNP (IESNP) is designed for residents who live 
in their homes or in assisted living communities but require an institutional 
level of care (LOC). A determination of institutional LOC is based on the 
use of the same state assessment tool that’s used for individuals residing 
in an institution. The assessment must be administered by an independent, 
impartial party with the professional knowledge to identify the institutional 
LOC needs. IESNPs may be appropriate for life plan communities and 
assisted living providers. In addition, skilled nursing providers that have 
experience with I-SNP are considering how to leverage that model into other 
settings with IESNPs.

Program of All-inclusive Care for the Elderly (PACE®) is an integrated care 
program for nursing home-eligible residents that have both Medicare and 
Medicaid benefits and who can live safely at home. The PACE model of 
care has been around since the 1970s, but the high cost of building and 
regulating PACE centers has been a limiting factor in their growth. Success 
with PACE is greatly correlated to state Medicaid payment rates. There are 
some compelling reasons why senior care and living providers should weigh 
the benefits of a PACE program. During the pandemic, the model proved a 
successful alternative to skilled nursing care, with PACE providers pivoting 
almost overnight to home-based services. In response to pandemic success, 
and increased funding for home and community-based services, many states 
are looking to expand PACE programs.

https://homehealthcarenews.com/2021/04/pace-providers-shift-services-toward-the-home-amid-nations-long-term-care-overhaul/
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Optimizing existing revenue streams
Long-term care providers also must find ways to optimize their existing revenue streams.

The most significant change in Medicare payment methodology in 20 years, the Patient-Driven Payment Model (PDPM) was initially viewed by 
the industry with some trepidation. However, PDPM so far has been overwhelmingly positive for skilled nursing providers, who have seen average 
increases of 5 to 10% over previous reimbursement rates.

The COVID-19 pandemic, which hit only five months after PDPM was implemented, has been a significant factor in driving higher reimbursement 
rates, as PDPM rates are higher for patients with greater clinical needs. Since PDPM was designed to be budget-neutral, skilled nursing providers 
should prepare themselves for a possible reckoning in fiscal year 2023.

Providers also are seeing significantly reduced therapy services. Total therapy minutes per patient-day declined sharply following PDPM 
implementation, followed by more gradual declines over the next six months for a total decline of 14.7% by the end of March 2020. Physical and 
occupational therapy disciplines experienced roughly parallel declines. (See chart below.)
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SNFs must engage in ongoing monitoring to ensure these 
therapy reductions don’t have negative implications for patients. 
However, the reduced staffing costs have been welcome at 
a time when staff is in short supply and nearly every other 
expense has escalated significantly.

To achieve optimal PDPM rates, SNFs should:

• Focus on accurate capture and coding of each patient’s 
entire clinical diagnoses. Take the time to revisit training 
and processes that were put in place when PDPM was first 
implemented. Given today’s staffing shortage, overwhelmed 
MDS nurses might overlook some of a patient’s clinical 
diagnoses at admission. For example, speech language 
pathology requires close coordination between the dietary 
and speech departments, and lack of communication  
between those departments can hurt reimbursement.

• Monitor your region’s average PDPM rate. If your 
organization’s rates differ significantly from those averages, 
investigate whether there are opportunities to capture more 
detailed information to increase those rates.

• Review any Medicare Advantage contracts. Some MA plans 
have adopted Medicare’s reimbursement methodology, so 
optimizing the PDPM rate can have a beneficial effect on 
multiple revenue streams.

The past two decades have seen a steady shift from traditional 
Medicare to MA. In 2022, Medicare Advantage plans had more 
than 26 million enrollees — about 42% of the total Medicare 
population and 46% of total Medicare spending. On the current 
trajectory, MA enrollment will be higher than the traditional 
Medicare rolls by 2030.
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https://www.kff.org/medicare/issue-brief/medicare-advantage-in-2021-enrollment-update-and-key-trends/
https://www.kff.org/medicare/issue-brief/medicare-advantage-in-2021-enrollment-update-and-key-trends/
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Perhaps most astonishing is the fact that the average Medicare beneficiary in 2021 could choose among 33 MA plans, which means that providers are 
keeping track of a staggering array of claim criteria, reimbursement rates, submission processes, and billing time frames.

Optimizing managed care reimbursement from MA or other commercial plans comes down to three things:

• Cost containment. Make sure you’re managing your ancillary costs 
for the managed care individual. Therapy is a huge cost area for both 
Medicare and managed care. Each plan has different requirements 
for therapy delivery. Whereas one plan might require 80 minutes of 
therapy per week, another requires 100 minutes. With the conversion 
to PDPM, many administrators aren’t placing the same level of priority 
on tracking therapy minutes, but keep in mind that oversights can lead 
to denied claims and underpayments.

• Understanding your organization’s financial performance. Providers 
need to clearly understand each plan’s requirements and how their 
actual costs (routine and capital costs from Medicare cost report 
plus ancillary costs, such as therapy, pharmacy, lab, and X-ray) 
compare to the managed care rates. Many providers will find that the 
managed care rates are lower than their actual costs. Armed with this 
information, they can make informed decisions about renegotiating or 
terminating these unprofitable plans.

• Annual contract renegotiations. While it can be all too easy for 
overwhelmed administrators to let contract renewal periods slide, a 
provider’s long-term financial health depends on regular evaluation  
of contracted rates. Come to the negotiating table armed with  
research on market rates and your cost to provide services under  
these contracts.

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Pandemic financial performance: 
How bad was it?
Overall financial performance of the SNF industry is regularly evaluated by 
various stakeholders, primarily using public data provided on Medicare cost 
reports. These reports are filed five months after a provider’s year-end and 
aren’t available for public analysis until several months after that.

The Medicare Payment Advisory Commission (MedPAC) reported findings in 
March of 2022 that reflected an industry “all payer” net margin. Aggregate 
Medicare margins also increased from 11.9% in 2019 to 16.5% in 2020. These 
findings informed its recommendation to reduce SNF payment rates in fiscal 
year 2023.

While this margin growth may seem hard to believe, keep in mind that the 
financial impacts of the pandemic have unfolded in waves. For example, census 
drops were most dramatic late in 2020, whereas labor costs rose steeply 
throughout 2021. MedPAC acknowledged that the improvement in margin was 
largely due to both federal and state public health emergency funding.

Also consider that individual providers experienced the pandemic’s financial 
impacts at varying rates and time periods that may not align to the overall 
trends. There has also been significant variation in the timing and amount of 
federal relief funds, state Medicaid, and other assistance.

We expect that 2021 cost report data will reflect significantly lower industry all 
payer and Medicare margins, reflective of continued slow census recovery and 
the rising cost of labor. Individual facility results will continue to vary widely, 
particularly for entities that have been able to file for payroll protection program 
loans and employee retention credits.

How does my organization compare?
In prior reports, we have provided extensive historical 
benchmarks on revenue drivers and operating costs. Given the 
impact of the pandemic, benchmarking current key performance 
indicators can be far more informative than looking back at 
historical data. While it can be a challenge to find current 
benchmarks, two reliable sources of benchmarking data for 
SNFs include:

• The National Healthcare Safety Network (NHSN) database, 
which was expanded during the pandemic to include the 
reporting of weekly census information.

• Payroll-based journal data published by CMS, which provides 
insight on competitor staffing levels.

As you benchmark your financial performance against peers in 
your market and seek ways to optimize current revenue streams, 
be sure to learn about the risks and opportunities of population 
health strategies with the potential to create new sources of 
revenue while improving residents’ quality of life.

https://skillednursingnews.com/2021/12/medpac-calls-for-5-in-skilled-nursing-cuts/
https://skillednursingnews.com/2021/12/medpac-calls-for-5-in-skilled-nursing-cuts/
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Policy & funding
Healthcare providers received billions of dollars in federal relief money beginning in early 
2020 and continued through 2022. These funds were critical for providers to navigate the 
disruption to their operations, but they came with strings attached.

Provider Relief Fund
The $178 billion Provider Relief Fund (PRF) initially gave Medicare-enrolled healthcare providers grants that amounted to at least 2% of their 2018 
annual patient revenue, which could be used to cover lost revenue and unreimbursed expenses attributable to COVID-19. Several additional rounds of 
general distribution and targeted funding followed.

These funds are being administered by the Health Resources and Services Administration (HRSA) of the U.S. Department of Health and Human Services 
(HHS) and have been released in four separate phases.

Although technically a separate bucket of funds, the American Rescue Plan (ARP) Rural payments were announced at the same time as the  
$17 billion PRF Phase 4, and many providers were eligible for both. Be aware that ARP Rural payments are subject to their own terms and conditions, 
including a stipulation that the funds can only be used by the recipient provider (i.e., not shared with other subsidiaries or with its parent company).

Recipients are subject to both reporting and compliance audit requirements.

https://www.hhs.gov/about/news/2021/09/10/hhs-announces-the-availability-of-25-point-5-billion-in-covid-19-provider-funding.html
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Reporting requirements
PRF recipients that received one or more payments during a payment-received period that exceeds $10,000 in aggregate are required to report  
HRSA by the end of the reporting time period associated with the date in which they received payments.

PRF payments may be used during the period of availability to reimburse recipients for allowable expenses. (See chart.)

Note that providers that received funds during multiple phases are responsible for reporting in multiple periods, and these reports are subject to audit by HRSA.

It is important to note that many organizations are receiving correspondence from various oversight agencies on this reporting already. Because of the varied 
nature of the correspondence being seen, we recommend each organization to carefully understand what is being requested and act promptly.  Consider 
assistance from your business advisor if you have any questions.

https://prfreporting.hrsa.gov/s/
https://prfreporting.hrsa.gov/s/
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Audit requirement
In addition to reporting to HRSA how the funds were  
spent, recipients who expended a total of $750,000 or more in federal funds, including PRF payments and other federal financial assistance, during 
the fiscal year are required to have a compliance audit on those federal expenditures. This audit report is due the earlier of 30 calendar days after the 
audit is complete.

The type of compliance audit to be performed will likely depend on whether a provider is a not-for-profit (nonfederal) entity or commercial  
(for-profit) entity. 

Commercial organizations have two options for their audit requirement:

A financial-related audit in accordance with  
Government Auditing Standards. 

An audit in conformance with the requirements  
of 45 CFR Section 75 Subpart F.

Whereas single audit guidance is well-established, HRSA has deferred to the accounting profession to decide the basis of accounting that will be 
sufficient to complete a financial-related audit in accordance with Government Auditing Standards. In response, the American Institute of CPAs 
Governmental Audit Quality Center issued a practice aid covering HHS audit requirements for-profit entities with awards from the PRF program in 
February 2022. The practice aid provides frequently asked questions, illustrative schedules, notes, and auditor reports to assist auditors of for-profit 
entities subject to HHS audit requirements. 

1

2

https://www.aicpa.org/resources/download/auditing-for-profit-entities-with-prf-and-other-hhs-program-funding
https://www.aicpa.org/resources/download/auditing-for-profit-entities-with-prf-and-other-hhs-program-funding
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Employee retention credit
Because of its short lifespan and frequent modifications, some employers may have missed opportunities to claim the employee retention credit (ERC). 
There are many moving parts when it comes to accurately calculating the value of the credit for a business, as well as big-picture eligibility considerations 
that can affect members of aggregated groups. 

Make sure you consult with your tax advisor to learn whether an opportunity exists for your facility to file a retroactive claim. The Infrastructure 
Investment and Jobs Act accelerated the expiration of the ERC to Sept. 30, 2021, but qualifying organizations still have an opportunity to amend previous 
payroll tax filings to claim the credit.

Qualifying for the ERC results in a refundable credit of a significant portion of wages and health insurance paid. Initially created by the Coronavirus Aid, 
Relief, and Economic Security (CARES) Act, the ERC was enhanced by the Consolidated Appropriations Act in December 2020 and the American Rescue 
Plan Act in March 2021. These midstream modifications made the ERC more attractive in a few ways: 

Employers are now able to claim ERC on any wages not used to support PPP loan forgiveness. Because employers initially weren’t able to claim 
both — and the PPP was generally more lucrative and also fully forgivable — many companies opted to pursue a PPP loan and forego the ERC.

The ERC is most lucrative for “small employers.” The definition of a small employer became more accessible by changing 100 full-time employees 
(for the 2020 ERC) to 500 full-time employees (for the 2021 ERC). 

Employers have a lower quantitative threshold for 2021 — a decline of 20% or more in gross receipts for the quarter as compared with the   
corresponding quarter in 2019. For 2020, that threshold was 50%. As has always been the case, businesses that don’t meet the quantitative gross 
receipts threshold may otherwise qualify for the ERC through a more qualitative measure; namely, if you determine that the business was partially 
or fully suspended due to government orders (more than nominal impact).

The credit is worth more in 2021. 
• For 2020, the credit is equal to 50% of up to $10,000 in eligible wages per employee for the year, or $5,000.  
• In 2021, the credit increases to 70% of $10,000 in eligible wages per employee in each eligible quarter,  
   for a potential credit of $21,000 if an entity qualified for all three quarters in 2021.

1
2
3

4

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Senior living providers that have not 
already claimed the ERC should evaluate 
their eligibility. Although the provision 
has expired, new claims may still be filed 
for prior quarters via an amended 941 
(Form 941-X) for such quarters. Generally, 
businesses can claim the refundable 
credit by filing an amended form within 
three years of the date the original was 
filed or two years from the date the tax 
reported on the original return was paid, 
whichever is later. 

Senior living providers that don’t qualify 
on the basis of the quantitative decline 
in gross receipts could possibly qualify 
due to the impact of government orders 
that fully or partially suspended their 
operations. For example, providers may 
have been subject to pandemic-related 
orders from the Centers for Medicare and 
Medicaid Services (CMS), as well as state 
and local health agencies that negatively 
impacted operations.

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum


23Reimagining senior care Plante Moran

Lease accounting standards
After many years of discussion and delays, the new lease accounting standard (ASC 
842) are finally here, effective for calendar years ending in 2022, and in fiscal years 
ending in 2023 for all organizations that report under U.S. GAAP.

ASC 842 requires companies to recognize all finance and operating lease assets 
and liabilities on the balance sheet, which could impact financial ratios (debt service 
coverage, debt to equity, cash to debt, etc.) and put healthcare providers at risk of 
violating debt covenants. In addition, the effect of adopting the new lease accounting 
standard could have an impact on how lenders evaluate debt capacity. 

Providers should take the following steps to prepare for compliance with the new lease 
accounting standards:

• Inventory all operating leases, including embedded leases.

• Review debt agreements to determine what, if any, impact the new lease liabilities 
will have on debt covenants. 

• Reach out to lenders to adjust or renegotiate covenant terms as needed.

Policy changes and federal relief money have been a critical lifeline for healthcare 
providers, but the many new and complex rules and requirements have created 
significant uncertainty and concern about whether some of those funds will need to be 
repaid. Senior care and living providers that stay informed of what’s coming and work 
closely with their financial advisors to prepare will be best prepared to maximize this 
funding and minimize potential downsides.

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Strategic asset planning
Asset planning in the age of the pandemic is complex, at best, for 
senior care and living providers struggling with occupancy and staffing 
challenges. As congregate living has faced considerable scrutiny, 
private rooms have evolved from a social desire to a medical need. A 
comprehensive review of research by consulting firm Health Management 
Associates on the impact of single-resident rooms versus multiresident 
rooms found that single-resident rooms are associated with decreased 
risk of facility-acquired infections, medication errors, resident anxiety, 
and incidence of aggressive behavior, as well as improved sleep patterns, 
sense of privacy, and satisfaction.

But transitioning to single-resident rooms takes capital that many 
struggling providers simply don’t have. According to a Plante Moran 
analysis of 2019 data from two multifacility long-term care organizations, 
transitioning to single-resident rooms entailed operating cost increases 
of $16 to $25 per patient day, and ongoing capital cost increases of 
anywhere from $20 to $40 per patient day. Even in today’s low-interest-
rate environment, these added costs are out of reach for the average 
provider. 

The good news is that those who can weather the immediate disruption 
and make strategic decisions for the future will benefit from favorable 
long-term demographic trends, which are attracting considerable investor 
interest in the senior care and living industry — especially at the lower end 
of the acuity scale. 

Investor sentiment continues to chase lower acuity senior housing, which 
is less dependent on healthcare operations and more dependent on 
services. Independent living has been the favored asset class for roughly 
the past decade, as can be seen in the relatively low capitalization rates. 
(See charts, below.)

IL AL NC

Source: NIC MAP Data, Powered by NIC MAP Vision
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https://www.healthmanagement.com/wp-content/uploads/HMA.Single-Resident-Rooms-3.22.2021_final.pdf
https://www.healthmanagement.com/wp-content/uploads/HMA.Single-Resident-Rooms-3.22.2021_final.pdf
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Independent living also has experienced more rate compression than the 
other asset classes over the past decade (note the converging grey and 
orange lines), indicating that pricing for IL facilities is increasing faster 
than the decline in the overall risk-free rate. This trend shows no signs of 
reversing. In fact, a new and even lower acuity asset class has emerged 
in the last few years. The active adult (senior age-restricted apartments) 
segment is already priced even more aggressively than independent living.

While many senior living owners are taking advantage of this growing 
investor appetite by putting their own properties up for sale, others are 
reticent to sell, fearing that a consolidator will change the culture and lead 
to detrimental effects for residents and staff. While dedication to staff 
and residents is commendable, owners should keep some things in mind:

• Selling might, in fact, be the best way to fulfill the organization’s 
mission, since well-capitalized groups are better positioned to make 
the kinds of investments that will result in more consistent staffing, 
better care, and improved quality of life for residents. Sell-side due 
diligence typically includes evaluating the purchaser’s operating 
philosophy and expertise to maintain quality of care.  
(See the list of questions to the right.)

• You remain in the driver’s seat until a transaction is final. Even if you 
ultimately decide not to sell, there’s nothing quite like collecting actual 
offers to discover what your facility is actually worth. But there are 
downsides as well, especially if staff and residents prematurely get 
wind of the M&A discussions.

Before approaching the negotiating table, both buyers and sellers of 
senior living properties are wise to consider the following key questions:

• To what degree has deferred maintenance created underlying 
liabilities?

• What are the market conditions (demographics, level of competition, 
hospital relationships)? Consider undertaking a market study to 
determine demand for and supply of senior living in the local market 
area.

• How healthy is the facility’s revenue cycle? Does it have any problems 
with collections?

• How heavily is the facility relying on staffing agencies?

• Does the acquirer have the operational expertise to maintain quality  
of care?

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Opportunities in strategic asset planning
In addition to exploring potential combinations or divestitures, senior living owners and operators are finding creative ways to use existing space to 
enhance resident socialization and offer more options while keeping residents safe. These were among the most important issues for residents in a 
recent COVID-19 sentiment survey conducted by Plante Moran Living Forward™ and Retirement Dynamics. (Learn more about senior living facility 
improvements arising from the pandemic.)

Following are just a few opportunities for senior care and living communities to reimagine existing space: 

The strength is small
As demand for skilled nursing beds has dropped and providers struggle 
to staff the census that they do have, some providers are consciously 
choosing to operate at a lower census. Turning semiprivate rooms into 
private rooms is far more affordable than building new units and has the 
added benefit of operational efficiencies. In some cases, providers are 
even permanently de-licensing those beds.

Creating discrete neighborhoods
While the benefits of Green House communities are well documented, 
few providers have the capital to undertake a major expansion at this time. 
Another approach that achieves many of the same benefits involves dividing 
up an existing building into smaller, discrete areas. For example, some 
providers make each wing of a building its own neighborhood housing a 
dozen or so residents. While one RN might oversee multiple neighborhoods, 
residents and most staff would stay in the neighborhood. This approach 
addresses infection control concerns while meeting residents’ needs for 
social interaction.

https://www.plantemoran.com/campaigns/pmlf/covid-19-sentiment-report
https://www.plantemoran.com/explore-our-thinking/insight/2021/plante-moran-living-forward/7-senior-living-facility-improvements-arising-from-the-pandemic
https://www.plantemoran.com/explore-our-thinking/insight/2021/plante-moran-living-forward/7-senior-living-facility-improvements-arising-from-the-pandemic
https://skillednursingnews.com/2021/03/how-otterbein-built-a-green-house-nursing-home-network-with-a-12m-plan-to-grow/
https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Repurposing existing space to generate new revenue streams
Given the shift away from large group dining and activities, some 
providers are repositioning underused dining and activities spaces to 
accommodate smaller units or neighborhoods. Others are repurposing this 
space to provide additional services that can offset some of the financial 
losses stemming from declining occupancy and rising labor costs. Assisted 
living communities, for example, that are experiencing rising levels of 
resident acuity might consider turning some of these common spaces into 
dedicated therapy rooms. 

Another opportunity to repurpose dining and activity space might include 
offering adult day care. With caregivers increasingly going back to work, 
they seek opportunities for their parents and grandparents to have some 
social interaction during the day in a safe environment. The light clinical 
requirements of adult day care can make it an ideal option for burned-out 
nurses looking for less demanding, first-shift work. 

As occupancy continues to be a significant issue, following are additional 
ways to use unoccupied units or wings:

• COVID-19 patients. Hospitals are struggling with their own staffing, 
and many are looking to post-acute care options for long-haul 
COVID-19 patients or shorter-term COVID-19 patients that require 
ventilator or respiratory therapy.

• Hospice or respite care. Residential hospice or respite care can be 
very attractive to families if done appropriately so that the unit feels 
separate from the rest of the population. For example, providers might 
combine two private rooms to create a suite with a sitting area for 
family to gather outside the patient’s room.

The bottom line is that status quo isn’t an option for long-term care 
providers anymore. Start planning now for how you envision transforming 
your asset, even if that transformation must happen incrementally over 
a period of several years. Start with that purposeful vision, and then 
create a plan for bringing in the resources to make it a reality — even if 
that means selling to another owner group that’s better positioned to 
implement and execute on that vision.

https://www.plantemoran.com/campaigns/industry/health-care/expert-guidance-for-the-full-healthcare-continuum
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Reimagining the future of senior care 
Demand for senior care services will continue to build, even if the pace of recovery remains uncertain. Organizations that remain agile will be prepared to 
respond to the long-term demographic boom of seniors, while those that cling to status quo will be left behind. Now’s the time to future-proof your senior care 
organization with strategies that balance the needs of today with the long-term care landscape of tomorrow.  
 
Let’s work together to reimagine the future of senior care and find ways to thrive amid uncertainty. 
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Principal 
Chicago, IL 
Plante Moran REIA 
joe.perez@plantemoran.com 
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