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Lancaster Pollard – A Healthcare Finance Firm

Lancaster Pollard Provides Full Lifecycle Corporate Finance Solutions 

Investment Banking Mortgage Banking Balance Sheet Private Equity

Lancaster Pollard & Co.

 Public or Private 

Security Offerings

 M&A Consulting

 Financial Derivatives

 Remarketing

 Financial Consulting

Lancaster Pollard 

Mortgage Company

 FHA-Insured Mortgage 

Loans

 USDA-Guaranteed 

Mortgage Loans

 GNMA Issuer/Servicing

 Fannie Mae Seniors & 

Affordable Housing

 Mortgage Loan 

Servicing

Lancaster Pollard Finance 

Company (“FinCo”)

 Direct Balance Sheet 

Lending & Investing

 Bridge Loan Funding

 Term Debt for 

Acquisitions, 

Renovations & 

Turnaround Financing

 Mezzanine Debt

Propero™ Seniors 

Housing Equity Fund

 Partnership with 

Best-in-Class 

Operators

 New Development 

and Acquisitions

 100% Equity 

Investment

 Triple Net Lease with 

Pre-Negotiated 

Purchase Options
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5 STAR – WHY?
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How the Five-Star system is used

• Objective measure of Operator and facility quality:
• Can be used by consumers, lenders, providers and management to recognize performance 

issues and advantages

• Reputational affects on marketing and occupancy:
• One of the single-most used measures by consumers when choosing a nursing facility

• Poor ratings typically lead into lower occupancy and vise-versa

• Poor ratings and reputational issues can make operations suffer

• Reliance by capital & financing partners:
• Continued focus on the 5-Star system has caused capital & financing institutions to rely more 

heavily on ratings when determining credit eligibility

• Poor ratings could create difficulty in obtaining financing for capital improvements and other 
needs

• Poor ratings could lead to higher interest rates, which will affect the overall cash flow of a facility

• Potential for claims/issues/cash flow problems:
• All three measures can be viewed and used as indicators of the quality of care at a facility

• Improving scores can signal improving operations

• Declining scores can be a potential red-flag for operational inefficiencies and potential for losses 
and claims 
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NURSING HOME COMPARE
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Medicare.gov Database
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CMS Five Star Rating System
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Breakdown of the three parts:

• Health Inspection Rating - based on the three (3) most
current survey cycles. 

• Each cycle contains 1 Standard survey and 12 months of complaint surveys. The cycles are 
weighted from cycle 1 to cycle 3 with the most current surveys being in cycle 1.

• Staffing Rating - based on 2 sub-measures:

• Direct care RN hours per resident day and total direct care staffing hours per resident day

• Case-mix adjusted for different levels of acuity across nursing homes

• Quality Measure’s (QM’s) Rating - based on 16 of the 24
QM’s reported on the CMS Nursing Home Compare
website.



HEALTH INSPECTIONS
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HEALTH INSPECTION SCORING
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Health Inspection Domain – Citation Point System
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Health Inspection Domain – Weighted over 3 years

Health Inspection Star Rating

Health Inspection Years/Cycles Survey Complaints Revis i ts For Manual Calc Total  Score Weight Weighted score

8/19/2015 96 3 1 ss+ss = xxx (1/2) 96 50.00% 48

9/11/2014 200 8 0 ss+ss = xxx (1/3) 200 33.33% 67

8/14/2013 164 9 0 ss+ss = xxx (1/6) 164 16.67% 27

141.992
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Star Cut Points  for Health Inspection Scores

Faci l i ty Rating 1 Star cutpoint 2 Star cutpoint 3 Star cutpoint 4 Star cutpoint 5 Star

141.992 148 148 77.333 45.333 16.667



Health Inspection Domain – State Cut Points

Upper Lower Upper Lower Upper Lower

Alabama 226 >46.667 <46.667 >32.000 <32.000 >21.333 <21.333 >13.333 <13.333

Alaska 18 >193.167 <193.167 >104.000 <104.000 >58.000 <58.000 >33.333 <33.333

Arizona 144 >65.333 <65.333 >40.000 <40.000 >24.000 <24.000 >10.667 <10.667

Arkansas 227 >111.000 <111.000 >54.833 <54.833 >34.333 <34.333 >18.667 <18.667

California 1,199 >100.667 <100.667 >66.000 <66.000 >44.667 <44.667 >24.667 <24.667

Colorado 216 >88.000 <88.000 >56.667 <56.667 >39.333 <39.333 >22.000 <22.000

Connecticut 227 >70.667 <70.667 >46.000 <46.000 >34.000 <34.000 >18.000 <18.000

D. C. 19 >185.000 <185.000 >74.000 <74.000 >50.667 <50.667 >32.000 <32.000

Delaware 45 >92.667 <92.667 >78.000 <78.000 >54.667 <54.667 >23.333 <23.333

Florida 685 >55.333 <55.333 >34.000 <34.000 >22.667 <22.667 >10.667 <10.667

Georgia 355 >33.667 <33.667 >17.333 <17.333 >10.000 <10.000 >4.000 <4.000

4 stars

5 stars

State

Health Inspection Score

Number 

of 

facilities

1 star

2 stars 3 stars
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STAFFING
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Staffing Domain
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Staffing Domain – Adjusted Hours per Resident Day
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QUALITY MEASURES
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Quality Measures Domain
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• A set of quality measures (QMs) has been developed from Minimum Data Set (MDS) and Medicare claims data to 
describe the quality of care provided in nursing homes. These measures address a broad range of function and 
health status indicators.  The facility rating for the QM domain is based on its performance on a subset of 13 (out of 
24) of the MDS-based QMs and three MDS- and Medicare claims based measures currently posted on Nursing 
Home Compare. The measures were selected based on their validity and reliability, the extent to which facility 
practice may affect the measure, statistical performance, and importance. Five additional measures (indicated 
below) were added to the Five-Star rating system in July 2016. 

• Ratings from the QM Domain are calculated using the three most recent quarters

• Long-stay residents are included if the measure can be calculated for at least 30 resident assessments

• Short-stay residents are included if data are available for at least 20 resident assessments

• July 2016: The new measures have 50% the weight of the 11 measures used prior to July 2016 (50 points possible 
for each of the new QMs instead of 100). 

• January 2017: The new measures have the same weight as the 11 measures used prior to July 2016 (100 points 
possible for each individual QM). 

• For each measure, 20 to 100 points (50 points for the new QMs in July 2016) are assigned based on facility 
performance relative to the national distribution of the QM. Points are assigned after any needed imputation of 
individual QM values, with the points determined in the following way



Quality Measure Domain
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Quality Measure Domain – Scoring System

Five Star Quality Measures
S-S (blue), L-S (red) QM% (enter manually) QM Value Points

Improvements in physical function 53.4% 0.534 20 New
Re-hospitalized after a nsg hm admin 24.0% 0.240 20 New
Outpatient emergency dpt visit 8.5% 0.085 40 New
Successfully d/c'd to the community 33.0% 0.330 10 New
Self rpt moderate to severe pain 5.5% 0.055 100
Pressure ulcers new or worse 0.9% 0.009 50
Newly rcvd antipsychotic meds 2.0% 0.020 40
One or more falls with major injury 2.5% 0.025 60
Res with urinary tract infection 0.0% 0.000 100
Self rpt moderate to severe pain 5.3% 0.053 60

High-risk res with pressure ulcer 9.3% 0.093 20 QM Rating QM < cut point

Catheter inserted and left in blder 1.3% 0.013 80 1 Star 669

Res who were physically restrained 0.0% 0.000 100 2 Star 759

Ability to move indep has worsened 20.0% 0.200 20 New 3 Star 829

ADL help increased (State-based) 21.7% 0.217 20 4 Star 904

Received an antipsychotic medication 11.6% 0.116 80 5 Star 1350

820 3

Quality Measure Rating

3

Each measure is scored in points from 20 (worst) to 100 (best). Maximum Score = 1,350
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CLAIMS BASED MEASURES
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Overall 5 Star - Composite Rating Calculation
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5 Star Pitfalls
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• Health Inspectiond Rating:

• Based on averages rather than trends

• Staffing Rating:

• Data used is only from 2-week period of time and is self-reported during annual survey

• Quality Measures Rating:

• Rating can be influenced by the prevalence of certain measures for short- and long-stay 
residents that may be niche markets for the provider (ulcers, falls, antipsychotic meds)

• Overall 5 Star Rating:

• CMS chose to compare facilities within the State to help control for variations resulting from 
different management practices, state licensing laws, and Medicaid policies - Ultimately based 
on a comparative relationship to the geographical area:

CMS Goal:

• Five-Stars: Top 10% in State

• 2-4 Stars: Middle 70% in State (even split)

• One-Star: Worst 20%



CAUTION!
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5 STAR IN BUNDLED PAYMENTS
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WHAT METRIC WAS CONSISTANT ACROSS ALL HOSPITAL 
PREFERRED PROVIDER NETWORKS
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REFERRAL & CARE ORGANIZATIONS
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IMPLICATIONS OF THE FIVE-STAR SYSTEM
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Analytics need to be put into context…
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5 Star Calculator

Case Study
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