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Excerpt: . . . survey and certification process, and awareness that providing SNF care was not contributing
directly to the hospitals broader goal of providing acute medical care. Financial Reasons Many hospitals we
interviewed cited financial losses because the costs of operating their SNF units exceeded Medicare payments.
While some HB SNF units were not profitable before, the PPS system exacerbated financial losses. These
financial losses stem from two general reasons--the clinical needs of the patients in the HB SNFs and care
patterns associated with being a unitin an acute care hospital. Many patients in these HB SNFs were medically
complex and had high NTA service costs ( e. g., IV antibiotic drugs, respiratory therapy ). As noted above, the
SNF PPS assumes that NTA costs are proportional to the case-mix weights for the nursing component.
Exceptionally costly NTA services can greatly exceed expected payment for those services. We also heard from
most respondents that HB SNFs practice patterns were strongly influenced by the parent facility being an acute
care hospital, which tends to lead to higher staffing and utilization costs. Nursing coverage was extensive, in
terms of hours per patient and skill level of nursing staff. All of our respondents said their HB SNFs had, for
example, registered nurses ( RNs ) on the unit around the clock. Salary levels and benefits of HB SNF staff were
also comparable to those of other units of the hospital. The hospitals expressed a tension between keeping
staffing levels sufficiently high to manage medically complex patients, while wanting to lower staffing to
control costs. Concerns about cost control aside, our interviewees indicated that HB...
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