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Executive Summary

For the last decade, the Bipartisan Policy Center’s Health Program has advanced 
federal policy reforms to improve chronic and long-term care for individuals 
with complex needs. This work began with four of BPC’s health leaders—former 
Senate Majority Leaders Tom Daschle and Bill Frist, former Health and Human 
Services Secretary and Gov. Tommy Thompson, and former Congressional 
Budget Office Director Alice Rivlin. BPC has since released reports that include 
a range of bipartisan, federal policy solutions to improve access to long-term 
services and supports (LTSS); simplify and streamline authorities for Medicaid 
home and community-based services (HCBS); and better integrate care for 
individuals dually eligible for Medicare and Medicaid.

Building on those efforts, BPC seeks to improve access to and enrollment in 
Programs of All-Inclusive Care for the Elderly (PACE). PACE is a fully integrated, 
comprehensive care model available to qualifying beneficiaries through 
Medicare, Medicaid, and private payments (by individuals without Medicare or 
Medicaid.) The provider-led, home and community-based care model generally 
centers around an adult day care center and is available to frail, older adults 
(ages 55 years and older). 

Access to community-based, high-value, fully integrated care models such as 
PACE is increasingly important as the U.S. population ages rapidly and demand 
for LTSS grows. Improving the spread and scale of PACE would help address 
expected, growing demand for LTSS by providing eligible, older adults with 
access to comprehensive care in their homes and communities. 

Through interviews with key stakeholders and a private roundtable discussion, 
BPC identified several challenges to the growth of PACE that policymakers and 
the Centers for Medicare & Medicaid Services (CMS) should address through 
legislative, regulatory, and policy reforms. These challenges include reducing 
administrative barriers to the submission and review of applications for new 
PACE programs and service area expansions (SAEs); high Part D premiums 
that make PACE unaffordable for Medicare beneficiaries who are ineligible for 
Medicaid; limits on eligibility that make PACE unavailable to certain high-
need, high-cost (HNHC) populations who are likely to benefit from the model; 
strict federal rules around marketing PACE programs; lack of clear, easily 
accessible consumer information on PACE; quality and encounter data that do 
not adequately capture the full range of services delivered by PACE models and 
the value of PACE; and inadequate resources at the state and federal levels to 
support the appropriate growth of PACE.
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This report contains new federal policy recommendations that would address 
the challenges to the spread and scale of PACE. As described in the Policy 
Landscape section below, both political parties have introduced legislation 
that aims to make PACE more affordable and accessible to current and new 
populations. Throughout this report, BPC describes how our recommendations 
align with or differ from any proposed legislation.

The PACE model originated from the deinstitutionalization movement of the 
1950s and federal policy changes in the 1970s that began shifting the delivery 
of LTSS from institutional to home and community-based settings.a In the early 
1980s, On Lok Senior Health Services (On Lok) in San Francisco developed a 
home and community-based care model that integrated primary, acute, and 
long-term care services under a Medicaid demonstration waiver.1 This model 
became known as the PACE model. 

The Robert Wood Johnson Foundation made the growth of the model possible 
by providing funding to On Lok to examine the feasibility of replicating the 
model across states. Following this effort, in 1986, Congress authorized waivers 
for 10 replication sites. The Robert Wood Johnson Foundation further supported 
expansion of the model by authorizing start-up grants for replication sites and 
a grant to On Lok to provide technical assistance. By 1992, 10 replication sites 
were operating.

These initiatives paved the way for federal legislation that codified the PACE 
model into law. Through bipartisan efforts, Congress passed the PACE Coverage 
Act of 1997 as part of the Balanced Budget Act of 1997 (BBA), which established 
PACE as a permanent Medicare program and as a state option in Medicaid.b, 2

Today, 148 PACE programs operate 273 centers across 32 states and serve about 
62,000 people.c, 3 The vast majority (90%) of PACE participants are dually 
eligible beneficiaries, while 9% are enrolled only in Medicaid, and 1% are 
enrolled only in Medicare or pay privately.4 PACE currently serves a relatively 
small number of participants compared with other models serving dually 
eligible beneficiaries, such as dual eligible special needs plans (D-SNPs), but 
PACE is unique in that Medicare and Medicaid financing and services are fully 
integrated under this provider-led model. 

PACE programs can fully integrate financing and services through their 
capitated financing structure. PACE organizations receive risk-adjusted, per 

a	 See Kaiser Family Foundation’s “Long-Term Care in the United States: A Timeline” 
(2015) for key legislation and court decisions affecting the delivery of long-term 
care in institutional- and home and community-based settings. 

b	 Programs of All-Inclusive Care for the Elderly (PACE) Coverage Act of 1997 
(H.R.1464) (S.720) had both Democratic and Republican co-sponsors in the House 
and Senate. 

c	 Throughout this report, the term “PACE program” refers to both a PACE 
organization and site(s); “PACE organization” refers to an entity that 
operates the PACE program(s); and “PACE site” refers to a brick-and-mortar 
service building.

https://onlok.org/about/history/
https://www.kff.org/medicaid/timeline/long-term-care-in-the-united-states-a-timeline/#1978
https://www.congress.gov/bill/105th-congress/house-bill/1464/cosponsors?r=29&s=1
https://www.congress.gov/bill/105th-congress/senate-bill/720/cosponsors?r=493&s=1
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member per month payments to take on full financial risk for the total cost of 
participants’ care. This financing structure allows the programs significant 
flexibility in care delivery while aiming to incentivize high value care 
and innovation. 

Total federal spending on PACE includes Medicaid and Medicare spending on 
the program. In fiscal year 2021, federal and state Medicaid spending on PACE 
services totaled $2.9 billion.5 Of that amount, the federal share of the costs 
was about $1.8 billion, while the state share was about $1.1 billion (from the 31 
states with PACE programs at the time.)d, 6 BPC could not find publicly available 
data on Medicare spending on PACE, or the total cost of the PACE model to the 
federal government.

PACE programs must have an interdisciplinary team (IDT) that manages and 
provides participants’ care. The comprehensive care model covers all Medicare 
and Medicaid services, including LTSS. PACE also covers any other service that 
the IDT determines is medically necessary.  

PACE is thus well designed to cost-effectively address the needs of populations 
with high rates of chronic illness, including the dually eligible population. 
In fact, a 2021 report from the Office of the Assistant Secretary for Planning 
and Evaluation (ASPE) at the U.S. Department of Health and Human Services 
(HHS) found that full-benefit dually eligible beneficiaries enrolled in PACE are 
significantly less likely to be hospitalized, to utilize emergency department care, 
or to be institutionalized than Medicare Advantage (MA) enrollees.7 The rate at 
which PACE participants experience potentially preventable hospitalizations is 
also substantially lower than similar populations: 44% lower than the rate for 
dually eligible Medicaid nursing home residents, and 60% lower than the rate 
for dually eligible HCBS waiver enrollees.8 Several studies across more than 20 
years of medical data demonstrate this association between PACE enrollment 
and reduced hospitalization.9 

As described in detail below, some data suggest that PACE could produce cost 
savings. In South Carolina, Oklahoma, Wyoming, and some other states, PACE 
led to cost savings serving beneficiaries, compared with providing care under a 
Medicaid waiver or in a nursing home.10, 11, 12 South Carolina saved almost $9,000 
per PACE participant per year, while Wyoming saved an estimated $12,361 per 
participant annually.13, 14 Oklahoma, meanwhile, saved around $1.2 million total 
per year.15 

The value of this fully integrated and capitated model became particularly 
apparent during the COVID-19 pandemic. The high rates of coronavirus 
infection and mortality associated with congregate care settings, such as 
nursing homes, accelerated the shift toward delivering LTSS in home and 

d	 31 states had PACE programs in fiscal year 2021, but 32 states currently have 
PACE programs. 
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community-based settings. As a home and community-based care model with 
unique flexibilities, PACE sites were able to respond quickly to the pandemic, 
and many programs adapted by delivering care creatively in the home. For 
example, PACE programs increased their reliance on technology for telehealth, 
home monitoring, combating social isolation, and other activities.16 They also 
repurposed transportation vehicles to deliver meals, groceries, medications, 
durable medical equipment, and other items such as brain games for 
cognitive stimulation.17

Policymakers, advocates, and stakeholders have made important strides in 
establishing and growing PACE. However, the need to develop and promote 
policies that better help frail, older adults live as independently as possible has 
become clearer, particularly during the pandemic as well as through the public’s 
preference and policymakers’ desire for accessible alternatives to institutional 
care. As such, members of Congress should consider policy reforms that will 
substantially increase access to and enrollment in PACE, and improve care for 
individuals with chronic illness, including many dually eligible beneficiaries. 
The reforms would also address expected demand for LTSS among the rapidly 
aging U.S. population. Accordingly, this report includes legislative and 
administrative federal policy solutions to:

•	 Expand the capacity and geographic reach of PACE; 

•	 Increase PACE enrollment;

•	 Raise consumer awareness of PACE; and

•	 Ensure and demonstrate the continued value of PACE.

BPC estimates that the federal costs associated with the policy 
recommendations in this report would include a one-time cost of $38 million 
and an annual cost of $12 million (see Appendix). Estimated costs could be 
slightly offset over the long term through potential savings from reduced 
hospitalizations, emergency department use, and institutional care. BPC 
also estimates that under one of BPC’s policy recommendations, Medicare-
only PACE participants could experience potential savings of roughly more 
than $11,000 per year in premium payments.e Please see the full report for 
additional details. 

e	 As discussed later in this report, final estimated savings for Medicare-only PACE 
participants requires subtracting, from the roughly $11,000 per year savings, any 
costs for deductibles, copayments, coinsurance, or other cost-sharing under a 
qualified, standalone Part D plan.
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R E C O M M E N D A T I O N S

I.  �Expand the Capacity and Geographic Reach of 
PACE Programs
A.	 CMS should increase the frequency at which it accepts applications 

for new and expanding PACE organizations from quarterly 
to monthly.

B.	 Congress should modify HHS’s oversight of a new PACE program 
during the three-year trial period to require HHS, in coordination 
with the state administrating agency, to conduct at least one 
comprehensive review of the PACE program before the end of the 
trial period. The HHS secretary and state administering agency 
should continue to have the authority to conduct oversight, as 
appropriate, following the trial period.

C.	 CMS should clarify in the Readiness Review Tool that PACE 
organizations may attest to the employment of staff for State 
Readiness Review purposes. CMS should also allow PACE 
organizations that have completed the trial period to submit 
multiple SAE applications (for geographic service area expansion 
and/or the addition of a new PACE center site) per application cycle 
and clarify the contract requirements so that only one contract per 
organization (legal entity and/or parent organization) is allowed 
per state. 

D.	 Congress should reduce the time that CMS must approve, deny, or 
request more information from an applicant seeking to establish a 
PACE program from 90 days to 45 days. 

E.	 Congress should establish a grant program resembling the 2006 
Rural PACE Provider Grant Program and appropriate $15 million 
to organizations to help establish nonprofit PACE sites in regions 
with low PACE penetration rates or disparate access to PACE. 
Grantees—up to 15 new, nonprofit PACE organizations—should be 
eligible to receive up to $1 million under the grant. See Appendix for 
a breakdown of the cost estimate. 

II.  Increase PACE Enrollment
A.	 Congress should allow Medicare-only PACE participants the choice 

to enroll in either a qualifying, standalone Part D plan or the PACE 
Part D plan. The three-way PACE program agreement must describe 
how the PACE organization will coordinate care to the greatest 
extent practicable for Medicare-only PACE participants who enroll 
in a qualifying, standalone Part D plan. 
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B.	 The Center for Medicare & Medicaid Innovation (CMMI) should test a 
model for expanded PACE eligibility that targets HNHC, full-benefit 
dually eligible populations. This demonstration project should 
include data collection, transparency, and quality improvement 
requirements (see recommendations IV.A-IV.C).  

III.  Raise Consumer Awareness of PACE
A.	 CMS should allow established PACE organizations that are 

expanding their geographic service areas or adding a new PACE 
site to market their program earlier in the application process; this 
change would enable them to inform potential enrollees that the 
organization is working to bring a new PACE program or site to the 
service area. 

B.	 CMS should improve the Medicare.gov website to make it easier for 
users to navigate and to access information on PACE. This should 
include better integrating PACE in CMS’s existing “Find Plans” 
coverage tool.

IV.  �Ensure and Demonstrate the Continued  
Value of PACE

A.	 To improve transparency and support quality improvement, 
CMS should require PACE organizations to publicly post quality 
improvement plans, including a date when the PACE organization 
last reviewed and posted its plan. CMS should also require PACE 
organizations to publicly indicate their entity status (e.g., for-profit 
or nonprofit) on the homepage of their websites. 

B.	 To identify disparities, CMS should require PACE organizations to 
disaggregate their reported health outcomes and any standardized 
quality measures by race, ethnicity, sexual orientation, gender 
identity, primary language, and disability status.

C.	 Congress should direct the HHS secretary to develop—in 
coordination with states, stakeholders, and policy experts—a 
voluntary set of procedure codes for frequently administered 
nonclinical PACE services. States would have the option of requiring 
PACE organizations to report on the set of procedure codes. 

D.	 To demonstrate and improve PACE’s value, Congress should allow 
CMS to use encounter data for oversight purposes and require 
that PACE organizations submit enrollee encounter data to CMS. 
Congress should also appropriate $20 million to CMS to award 
competitive grants to states to establish loan programs for PACE 
providers; the loans would fund the purchase or upgrade of 
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electronic health record (EHR) technology, the training of personnel 
on the use of EHR technology, and the improvement of the electronic 
exchange of health information. (See Appendix for a breakdown of 
the cost estimate.) 

E.	 CMS should publicly post Medicare and Medicaid spending data on PACE 
and disaggregate data by payer type and consumer demographics. 

F.	 Congress should ensure the inclusion of diagnoses obtained 
through audio-only telehealth when determining risk adjustment 
for PACE participants who have established relationships with PACE 
providers during the COVID-19 public health emergency (PHE). 

G.	 Congress should appropriate $15 million in additional resources to 
CMS to support CMS and states’ administrative activities related 
to the appropriate growth of PACE; these resources could include 
hiring additional staff, improving operations, and providing 
technical assistance. (See Appendix for specific activities and a 
breakdown of the cost estimate.)   

H.	 Congress should provide the Medicare-Medicaid Coordination 
Office (MMCO) with funding and regulatory authority to establish 
and oversee full integration in all programs serving dually eligible 
beneficiaries, including PACE. 

Background

As the U.S. population continues to age rapidly, the need for cost-effective 
community-based long-term care and fully integrated care for Medicare and 
Medicaid beneficiaries is increasing. In 2018, an estimated 14 million adults 
in the United States reported a need for LTSS.18 And in 2019, about 12.3 million 
people qualified for both Medicare and Medicaid.19 

Over the past 10 years, there has been a significant shift from delivering 
long-term care in institutional settings, such as nursing homes, to home and 
community-based settings.20 Concerns about the high cost of institutional 
care, as well as beneficiaries’ consistent preference to live in the community, is 
driving this trend. The demand for HCBS became more evident with COVID-19 
and remains great. In FY2020, 39 states reported having at least one HCBS 
waiver waiting list, with nationwide waiting list enrollment totaling more than 
660,000 people and an average wait time of over three years.21   
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Community-based integrated care has also grown in recent years. Enrollment 
in D-SNPs—a MA plan designed for those enrolled in Medicare and 
Medicaid—grew from 1.16 million in 2012 to 4.12 million in 2022.22 However, 
the level of integration between D-SNPs and Medicaid continues to be 
generally low, with only 18% of D-SNP enrollees in plans with significant 
Medicare/Medicaid integration.23 Medicare-Medicaid plans created as part of 
the Affordable Care Act’s Financial Alignment Initiative demonstration offer 
substantial integration for dually eligible beneficiaries, but they are currently 
available in only 11 states on a nonpermanent basis.24 Despite nearly 50 years 
of data showing the benefits of integration for dually eligible individuals, 
only about 12% (1.1 million of the 12.3 million dually eligible beneficiaries) 

receive care through an integrated model.25 BPC has previously recommended 
federal policy changes that would guarantee that all full-benefit, dually 
eligible beneficiaries have access to fully integrated care models, such as the 
community-based PACE model.26

Both individuals with long-term care needs and dually eligible beneficiaries 
account for a disproportionate share of Medicare and Medicaid spending, and 
they are of great interest to policymakers seeking to advance high-quality, 
cost-effective health care. Medicaid and Medicare are the first- and second-
largest payers of LTSS, respectively, accounting for 60.4% of all LTSS spending 
nationwide in 2020—or about $287 billion.27 Medicaid fee-for-service spending 
on beneficiaries who used LTSS was about 33% of total Medicaid spending in 
2019, even though individuals utilizing long-term care represented only 5.4% of 
Medicaid beneficiaries.28 In 2019, dually eligible beneficiaries accounted for 19% 
and 14% of enrollees in Medicare and Medicaid, respectively, yet 34% and 30% 
of spending.29 That year, combined Medicare and Medicaid spending on dually 
eligible beneficiaries totaled $440.2 billion.30



A Brief History of the PACE Model and Regulations

1970s

The PACE model begins in 1971 in San Francisco, California. 
Dr. William L. Gee and social worker Marie-Louise Ansak seek 
to provide innovative care that supports the needs of San 
Francisco’s elderly Asian American population while still allowing 
them to age at home. Together, they create On Lok Senior 
Health Services as a community-based model of health care 
and supportive services. Through its adult day care center, On 
Lok provides medical care, meals, and social programming to 
participants, before eventually offering in-home services.31

1980s

In 1983, On Lok begins a three-year waiver demonstration, 
under the Social Security Amendments of 1983, to test 
capitated payments in which a fixed, per person monthly 
payment from Medicare, California’s Medicaid program, 
or a private payer covers all primary, acute, and long-term 
care services for eligible individuals.32 The Omnibus Budget 
Reconciliation Act (OBRA) of 1986 authorizes CMS to conduct 
a PACE demonstration program to replicate On Lok’s 
model of care across the country. With additional funding 
from the Robert Wood Johnson Foundation, the John A. 
Hartford Foundation, the Retirement Research Foundation, 
and the OBRA of 1990, 15 PACE demonstration programs 
become operational.33    

1990s

In 1994, On Lok and other programs form the National PACE 
Association. By 1996, 21 PACE programs are operating in 15 
states.34 Bipartisan support for the PACE Coverage Act of 
1997, which Congress passes as part of the BBA, establishes 
the PACE model as a permanent Medicare provider and 
Medicaid state plan option. Another provision of the 1997 
BBA requires CMS to publish a rule establishing additional 
requirements for PACE programs. The rule (first published 
in 1999 but approved in 2006) establishes many requirements 
around eligibility, application procedures, services, payment, 
participant rights, and quality assurance that remain 
essential to the PACE model today.35 
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2000s

The Medicare Prescription Drug, Improvement, and 
Modernization Act of 2003 (Medicare Modernization 
Act) establishes the Medicare Part D prescription drug 
benefit, which begins in 2006. Notably, the Medicare 
Modernization Act shifts the prescription drug payer 
source for PACE enrollees who are full-benefit dually 
eligible individuals from Medicaid to Medicare; it also 
shifts the source, in part, from the beneficiary to 
Medicare for partial-benefit dually eligible beneficiaries 
who elect to enroll in Part D.36 In 2006, Congress 
incentivizes the expansion of PACE programs serving 
rural communities by authorizing the Rural PACE 
Provider Grant Program in the Deficit Reduction Act of 
2005. The program awards $535,000 each to 14 grantees 
to support the establishment of rural PACE programs 
across 12 states.37

2010s

Congress passes the bipartisan PACE Innovation Act 
in 2015, which authorizes CMS to test a demonstration 
program expanding a PACE-like model to previously 
ineligible populations. CMS releases a request for 
information on a PACE-like model provisionally named 
Person Centered Community Care in 2017.38 The federal 
government does not move forward with testing a 
PACE-like model, but it includes some provisions of the 
proposal in a 2019 CMS rule on PACE. The 2019 rule gives 
greater operational flexibility to PACE organizations and 
codifies existing provider practices.39 By 2019, 130 PACE 
organizations are serving more than 50,000 participants 
across 31 states.40 

2020s

Today, about 62,000 individuals participate in 148 PACE 
programs.41 In 2022, three states announce they will be 
adding PACE programs. Kentucky authorizes two PACE 
providers to operate in 19 counties.42 Illinois selects eight 
organizations to provide PACE in five service areas across 
the state beginning in FY2024.43 The District of Columbia 
is expected to launch its first PACE program in 2022.44

14
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O V E R V I E W  O F  T H E  P A C E  M O D E L

Under current law, the PACE model is characterized by the following five 
essential elements, which the HHS secretary may not modify or waive: 

1.	 The focus on frail elderly qualifying individuals who require the level of care 
provided in a nursing facility, as defined by the state;  

2.	 The delivery of comprehensive, integrated acute, and long-term care services; 

3.	 The interdisciplinary approach to care management and service delivery; 

4.	 Capitated, integrated financing that allows the provider to pool payments 
received from public and private programs as well as individuals; and  

5.	 The assumption by the provider of full financial risk.45  

Since the first prototype involving On Lok, the PACE model has been designed 
to care for older adults with ongoing chronic care needs in their homes and 
communities. To be eligible for PACE, participants must be 55 years or older, 
meet state eligibility criteria for nursing home level-of-care, reside in the service 
area of a PACE program, and be able to live safely in the community. 46, 47

Although most MA health plans have large networks of independent providers, 
PACE organizations are health care providers that assess participants’ care 
needs, develop care plans, and provide care. One of the cornerstones of the 
PACE model is the 11-member IDT that provides beneficiaries with fully 
integrated, 24-hour care. The IDT consists of at least the following members, 
who are employed or contracted by the PACE organization: 

•	 primary care provider; 

•	 registered nurse; 

•	 master’s level social worker; 

•	 physical therapist; 

•	 occupational therapist; 

•	 recreational therapist or activity coordinator; 

•	 dietitian; 

•	 PACE center manager; 

•	 home care coordinator; 

•	 personal care attendant or a patient’s representative; and

•	 driver or a patient’s representative.48 



16

Figure 1: The PACE Model Interdisciplinary Team
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In 2019, CMS issued a final rule providing PACE organizations with additional 
staffing flexibility. The rule allows physician assistants, nurse practitioners, 
and community-based physicians to serve as the primary care provider in 
lieu of physicians who treat only PACE participants. To help address provider 
shortages, the rule also allows providers to fill up to two roles on the IDT if they 
are properly licensed and qualified.49

Under current law, PACE organizations are required to provide all Medicare 
and Medicaid covered benefits, as well as any services the IDT determines to 
be medically necessary.50 PACE organizations and IDTs develop individualized 
patient-centered care plans that include the full range of medical and long-term 
care services. Some of the core PACE services include but are not limited to: 

•	 adult day care;

•	 dentistry;

•	 emergency services;

•	 home care;

•	 hospital care;

•	 laboratory/X-ray services;

•	 meals;

•	 medical specialty services;

•	 nursing home care;

https://www.npaonline.org/sites/default/files/PDFs/infographic/infographic_update_june2022_combined.pdf
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•	 nutritional counseling;

•	 occupational therapy;

•	 physical therapy;

•	 prescription drugs;

•	 primary care (including doctor and nursing services);

•	 recreational therapy;

•	 social services;

•	 social work counseling; and

•	 transportation.51

The broad flexibility that PACE organizations have to deliver care means 
that many also use capitated payments to provide nonmedical services that 
maximize the well-being of participants and allow them to remain in the 
community, such as social programming, home modifications, and even 
dog walking. 

Federal regulations require that each PACE organization operate a brick-and-
mortar facility to provide medical care and social services—although there is 
no requirement mandating how often enrollees must visit the center.52 PACE 
centers are where participants receive primary care, recreational therapy, 
restorative therapies, socialization, personal care, and meals, and they serve 
as the setting for coordination and delivery of most PACE services.53 PACE 
organizations must operate at least one center in, or next to, its approved 
service area with accessible and adequate services to meet the needs of all 
participants.54 If a PACE organization has multiple centers, it must offer the 
full range of services and have enough staff to meet participant needs at 
each location.55

Also, PACE organizations may provide services in the participant’s home 
or alternate community settings as the IDT determines appropriate.56 This 
flexibility allows the IDT to continuously adapt care plans to best meet 
participants’ needs and external factors, such as the COVID-19 pandemic. 
Importantly, if a PACE participant requires institutional care—such as a 
nursing home stay—they stay enrolled in PACE and the provider is responsible 
for the costs of the institutional care. Although all PACE participants 
must meet nursing home level-of-care criteria to enroll, the model aims to 
help participants age in place and live as independently as possible in the 
community. In fact, 95% of PACE participants live in a community setting 
rather than a nursing home.57 

As of 2022, 148 PACE programs operate 273 centers across 32 states, serving 
about 62,000 participants (see Figure 2). Women make up 69% of PACE 
enrollees, while men constitute 31%. The average participant is 77 years old, has 
5.8 chronic conditions, and visits their PACE center seven times per month. BPC 
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could not find publicly available racial and ethnic demographic information on 
PACE participants, highlighting the need for more detailed data reporting to 
capture this information. The top five chronic conditions of PACE participants 
are vascular disease; major depressive, bipolar, and paranoid disorders; diabetes 
with chronic complication; congestive heart failure; and chronic obstructive 
pulmonary disease. A plurality of participants (33%) need help with five or six 
activities of daily living.58

Figure 2: 147 PACE Programs Operate 273 Centers  
in the U.S., August 2022

States with PACE Program States without PACE Program PACE Center

Source: National PACE Association
Note: Kentucky approved two PACE programs to begin  

operating in August 2022, which is not reflected in the figure.

Although a large majority of PACE participants (90%) are dually eligible for 
Medicare and Medicaid, 9% of PACE participants are only enrolled in Medicaid, 
and 1% are either qualifying Medicare beneficiaries who are ineligible for 
Medicaid (referred to throughout this report as Medicare-only beneficiaries) or 
pay privately.59 The coverage of PACE participants has important implications 
for how the model is financed and its affordability for eligible consumers.

PACE is a dually capitated model, as it is both a Medicare program and a 
Medicaid state plan option. Medicare and Medicaid each provides a fixed, 
monthly capitation payment to PACE organizations, which allows providers 
to deliver all services that participants need rather than limit them to 
reimbursable care under Medicare and Medicaid fee-for-service plans. 

https://www.npaonline.org/sites/default/files/PDFs/infographic/infographic_update_june2022_combined.pdf
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In FY2021, Medicaid spending on PACE services totaled $2.9 billion.60 Sixty-
one percent (about $1.8 billion) of that spending came from the federal share of 
Medicaid costs, while 39% (about 1.1 billion) came from the 31 states with PACE 
programs at the time.61 BPC could not find publicly available data on Medicare 
spending, or the total cost of the PACE model to the federal government.

Before receiving approval to operate, PACE organizations negotiate the two 
monthly capitation payments with CMS and the state administering agency. 
Apart from Medicare enrollees who require end-stage renal disease services, 
the capitation amount for each Medicare participant is based on pre-Affordable 
Care Act county rates set by CMS, a participant’s individual risk score, and 
the organization frailty score.62 State administering agencies generally base 
the capitation amount for each Medicaid participant on a blend of the cost 
of nursing home and community-based care for the frail elderly in the area.63 
Medicaid rates can be renegotiated annually.

For both Medicare and Medicaid payments, the monthly capitation 
payment must:  

•	 consider the frailty of the PACE enrollees compared to the general Medicare/
Medicaid population;

•	 represent a fixed amount, regardless of changes in the participant’s 
health status;

•	 be accepted by the PACE organization as payment in full for Medicaid and/
or Medicare participants—providers may not charge participants; and 

•	 total less than the projected payment under Medicare/Medicaid for a 
comparable population not enrolled in PACE.64

As Medicare’s capitation includes only payment for Part A and B benefits, PACE 
participants who only qualify for Medicare pay monthly premiums for the 
long-term care portion of the PACE benefit and for Medicare Part D drugs.65 
Because PACE organizations are required to offer all Medicare and Medicaid 
benefits, but are not allowed to charge deductibles or copays, Medicare-only 
PACE enrollees are responsible for the full cost of the Part D drug benefit. 
Monthly premiums for the PACE Medicare Part D benefit can range from 
$800 to $1,100, presenting a significant barrier to Medicare-only beneficiaries 
looking for comprehensive community-based care.66 (For more information, see 
recommendation II.A.). 

For private-pay individuals (without Medicare or Medicaid) who choose 
to enroll in PACE, the statute does not specify the premium that PACE 
organizations may charge.67 CMS has indicated that it is acceptable for a PACE 
organization to charge the combined Medicare and Medicaid capitation rates as 
the premium for private-pay participants.68
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V A L U E  O F  P A C E

PACE’s unique model structure makes it especially well equipped to address 
the complex care needs of dually eligible individuals. Both the interdisciplinary 
team approach and fully capitated financing allows providers to continuously 
address the full scope of participants’ medical and nonmedical needs within 
a flexible budget, and within the community. At the same time, establishing 
and operating a PACE program requires a substantial initial investment—from 
hiring a care team to building or purchasing an adult day center site—making 
PACE less scalable and flexible than other models of care for this population. 
BPC recommends expanding the model’s reach while recognizing that 
other models of long-term care, such as D-SNPs and Medicaid HCBS waiver 
programs, are still necessary to care for the country’s growing population with 
complex care needs. 

Although research on the effects of the PACE model is limited compared with 
other models of delivering and financing long-term care—such as nursing 
home care, D-SNPs, and Medicaid HCBS waiver programs—the evidence, 
described in more detail below, suggests that the PACE model appears to be 
particularly effective at (i) addressing excessive, inappropriate, and sometimes 
dangerous health care utilization rates; (ii) improving participants’ health 
outcomes and reducing disparities; and (iii) moderating spending on long-
term care. 

First, evidence demonstrates that PACE may be associated with more favorable 
rates of health care utilization compared with similar populations enrolled 
in other long-term care programs. PACE participants are, on average, the 
oldest beneficiaries and have the most comorbidities across the dually eligible 
population. Despite this, full-benefit, dually eligible beneficiaries enrolled in 
PACE are significantly less likely to be hospitalized or readmitted, to utilize 
emergency department care, or to be institutionalized than MA enrollees.69 
The rate at which PACE participants experience potentially preventable 
hospitalizations is also substantially lower than similar populations: 44% lower 
than the rate for dually eligible Medicaid nursing home residents, and 60% 
lower than the rate for dually eligible HCBS waiver enrollees.70 The association 
between PACE enrollment and reduced hospitalization has been demonstrated 
across several studies using more than 20 years of medical data.71

Multiple studies have found that despite being older and more cognitively 
impaired on average, PACE enrollees have a significantly lower mortality rate 
than individuals in nursing homes or HCBS waiver programs.72 

Second, evidence also suggests that PACE may be beneficial to participants’ 
mental health.73 One of the top chronic conditions among PACE enrollees is 
major depressive, bipolar, and paranoid disorders. At one PACE program in St. 
Louis, 80% of participants who met the clinical definition of depression upon 



 21

enrollment no longer met the criteria after nine months in the program.74 
Additionally, in a survey conducted by HHS, PACE participants reported 
higher levels of health status, including fewer indicators of depression than 
individuals enrolled in HCBS waiver programs.75

Importantly, while additional data is needed, one study highlighted PACE’s 
potential to reduce health disparities between white and racial and ethnic 
minority adults with long-term care needs.76 There has been a disproportionate 
increase of racial and ethnic minorities utilizing nursing home care, and 
research shows that racial and ethnic minorities have poorer health outcomes 
than their white counterparts in nursing homes.77 The study found that PACE 
aligned with the needs of elderly racial and ethnic minorities with chronic 
conditions partially because PACE organizations have increased flexibility to 
provide culturally competent care.78 

Third, although the financial cost of launching a PACE program has historically 
been a barrier to states looking to offer comprehensive long-term care, some 
evidence shows that operating PACE programs may be more affordable than 
traditional alternatives. However, savings vary between states. In South 
Carolina, PACE’s capitation rate was found to be substantially lower than 
what the state would have otherwise paid to serve a comparable population 
through an aged/disabled waiver and nursing home care. PACE’s Medicaid 
attrition-adjusted one-year capitation was $27,648—28% below the lower limit 
of predicted fee-for-service payments ($35,662). The average predicted cost for 
PACE-eligible patients in waiver and nursing home care was $36,620 per year.79

In a demonstration proposal submission to CMS, Oklahoma noted that with 
100 participants, the Cherokee Elder Care PACE program saved the state 
$103,587 per month, or $1,243,044 per year.80 Wyoming’s Medicaid program 
paid less per PACE participant than it did for a nursing home resident each year 
from 2015 to 2020.81 The average annual cost of a PACE participant was $19,283 
in 2020, compared with $31,644 for a nursing home resident.82 Expenditures per 
PACE recipient decreased by 18% over those five years, while total spending per 
nursing home resident grew by 7%.83 Despite demonstrated savings, the state 
legislature defunded Wyoming’s only PACE organization, which was budgeted 
at about $3 million, in 2021 due to state budget cuts across the board.

Similarly, a rough BPC estimate also suggests that PACE may offer some modest 
Medicaid savings compared with care in a nursing facility. Based on data in the 
Financial Management Report for FY2019 and the CMS Medicaid Long Term 
Services and Supports Annual Expenditures Report for FY2019, BPC estimates 
that Medicaid per capita spending on PACE is, on average, about $6,000 less 
than Medicaid per capita spending for nursing facility services.

https://www.medicaid.gov/medicaid/financial-management/state-expenditure-reporting-for-medicaid-chip/expenditure-reports-mbescbes/index.html
https://www.medicaid.gov/medicaid/long-term-services-supports/downloads/ltssexpenditures2019.pdf
https://www.medicaid.gov/medicaid/long-term-services-supports/downloads/ltssexpenditures2019.pdf
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L O O K I N G  A H E A D 

Stakeholders highlighted two transformations to monitor as the PACE model 
expands and adapts to a changing health care landscape: 1) changes to PACE 
program operations in response to the COVID-19 pandemic and 2) increases in 
for-profit PACE organizations. 

PACE’s capitated payment structure and spending discretion have allowed 
providers to adapt their programs throughout the pandemic. This adaptation 
is important because PACE participants are especially vulnerable to COVID-19, 
due to their increased risk of infection, serious illness, and death. Many PACE 
organizations, enabled by their flexible structure, modified their programs to 
minimize participants’ risk of, and organizations’ expenses from, inpatient 
hospitalizations and skilled nursing facilities. For example, to reduce 
participants’ risk of contracting the virus, PACE organizations increased their 
use of telehealth and home monitoring services, conducted more frequent 
in-home visits, and deployed mobile exam rooms. PACE organizations also 
implemented interventions to help participants stay connected, such as virtual 
town halls, buddy-programs, and exercise classes.84 Evidence suggests that 
PACE participants had lower rates of infection and death due to COVID-19 than 
nursing home residents.85 Even before the pandemic, older adults preferred 
HCBS as opposed to nursing home care, and the higher COVID-19 mortality 
rates among nursing home residents will likely increase older adults’ preference 
for HCBS.86 As care delivery continues to shift in response to the COVID-19 
pandemic and in preparation for future pandemics, some health policy experts 
and researchers have encouraged the expansion of PACE as a high value model 
offering HCBS.87 The federal government has also conducted at least one study 
to better understand the potential value of PACE related to COVID-19.f 

Moving forward, stakeholders also anticipate an increase in for-profit PACE 
organizations. Federal law initially required PACE providers to be nonprofit 
organizations, but the BBA created a pathway for the HHS secretary to 
authorize for-profit PACE organizations by allowing demonstration waivers 
for for-profit organizations to operate PACE: The requirement that PACE 
organizations be nonprofit would not apply so long as the findings of the 
demonstration project showed similar outcomes related to quality and cost of 
care between for-profit and nonprofit PACE organizations.88 The BBA required 
the HHS secretary to provide a report to Congress evaluating the effects of the 
for-profit PACE demonstration, which HHS released in May 2015.89 Ultimately, 
the HHS’s report to Congress found similar outcomes between for-profit and 

f	 HHS’s Agency for Healthcare Research and Quality (AHRQ) funds a project 
titled, “Responses of PACE Organizations to COVID-19 Challenges: Effects and 
Lessons Learned” through December 21, 2022. More information on the project 
is available at: https://reporter.nih.gov/search/XGRHFlGcJEaINMuCbwUFew/
project-details/10192247.  

https://innovation.cms.gov/files/reports/rtc_for-profit_pace_report_to_congress_051915_clean.pdf
https://reporter.nih.gov/search/XGRHFlGcJEaINMuCbwUFew/project-details/10192247
https://reporter.nih.gov/search/XGRHFlGcJEaINMuCbwUFew/project-details/10192247
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nonprofit PACE organizations, allowing for-profit PACE organizations to operate 
under the same terms and conditions as nonprofit PACE organizations.90 

Some stakeholders note the need to further study differences between for-
profit and nonprofit PACE organizations. Specifically, stakeholders pointed 
to variability in research findings and an increase in private equity firms 
investing in PACE as evidence that additional research is needed. For example, 
while the HHS’s report to Congress found similar outcomes between for-profit 
and nonprofit PACE organizations, a 2013 study found some evidence that for-
profit PACE organizations in Pennsylvania provided less access to and lower 
quality of care than nonprofit PACE organizations.91 

Although the majority of PACE organizations are nonprofit, some health policy 
experts anticipate an increase in the number of for-profit PACE organizations 
as private equity firms and venture capitalists continue to invest in PACE. 
Private equity firms and venture capitalists currently fund some for-profit 
PACE organizations, supplying these PACE organizations with the significant 
financial resources needed to open PACE sites.g, 92 BPC found little transparency 
in private equity firms’ involvement in PACE. Historically, two major for-profit 
PACE organizations, InnovAge and WelbeHealth, have operated; the former 
has 18 PACE sites and the latter five.93 Private equity and venture capital 
firms invest in InnovAge and WelbeHealth. PACE presents an investment 
opportunity because the reimbursement rates for PACE are comparatively 
higher than nursing home rates, the older adult population continues to 
increase, and some states have laws that allow PACE organizations to have 
geographic monopolies.94 As this report’s recommendations aim to reduce 
barriers to expanding PACE, these recommendations might also increase the 
likelihood of private investment in PACE.

Stakeholders predict the expansion of for-profit PACE organizations could have 
several important impacts, but there is not enough research to affirm any of 
these predictions. For example, the increased investment in for-profit PACE 
could accelerate PACE’s expansion because more organizations would have the 
financial resources necessary to open and operate PACE sites. The increased 
investment in for-profit PACE could also provide the funding needed to increase 
PACE organizations’ adoption of technology, such as EHRs. 

The investment in for-profit PACE could also shift PACE organizations’ 
incentives. Both for-profits and nonprofits stand to remain financially solvent if 
their costs do not exceed their capitated payments; this structure incentivizes 
them to keep PACE participants healthy. However, PACE organizations 
could also reduce costs by rendering fewer high-cost services or enrolling 

g	 Private equity involvement has recently increased throughout the health care 
sector. BPC plans to release a report in the fall of 2022 on how to improve 
and strengthen employer-sponsored insurance. This report will include 
recommendations to increase transparency around private equity involvement in 
the private health care sector.

https://innovation.cms.gov/files/reports/pace-access-qualityreport.pdf
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healthier participants. Although states and the federal government conduct 
audits to reduce these practices, stakeholders noted that resources to conduct 
these audits are limited. Unlike nonprofit PACE organizations, for-profits 
traditionally operate with the primary purpose of generating shareholder value. 
Increasing shareholder value can, but does not necessarily always, align with 
improving PACE enrollees’ health. Some stakeholders are concerned that for-
profit PACE organizations will sacrifice long-term quality by reducing costs to 
increase shareholder value. This concern stems from stakeholders’ previous 
experiences with private equity firms’ substantial investments in nursing 
homes; subsequent research showed this investment increased mortality and 
decreased patients’ well-being as nursing homes cut costs and rendered fewer 
medically necessary services.95 

Although research is limited, some evidence suggests that investment in 
for-profits might shift PACE organizations’ incentives. InnovAge owns six 
PACE sites in Colorado, where an audit found some of its PACE sites denied 
clients medically necessary services and unenrolled more expensive PACE 
participants.96 Following further investigation, Colorado and Medicare have 
stopped paying InnovAge to care for new clients. Nationally, InnovAge is the 
largest for-profit PACE organization, operating its 18 sites across five states. 
InnovAge received $196 million from the private equity firm Welsh, Carson, 
Anderson & Stowe in 2016.97 Between 2016 and 2021, InnovAge doubled its 
enrollment and revenues, and paid its shareholders about $66 million in 
dividends in May 2019.98 

If allowed by the state, for-profit PACE organizations can transition to a 
public benefit company, which may expand their primary interests beyond 
shareholder value.h In June 2022, WelbeHealth became the first for-profit PACE 
organization to transition to a public benefit company.99 With this transition, 
WelbeHealth will work to balance customers, employees, and shareholders’ 
interests with the advancement of its intended public benefit goal. 

As the number of for-profits increases, federal and state stakeholders and 
PACE organizations recommended that CMS strengthen transparency, quality 
improvement, and data collection for PACE programs. The goal is to monitor 
and ensure the value of PACE while transformations occur throughout the 
PACE landscape. Enhanced data collection and transparency requirements for 
both for-profits and nonprofits would provide researchers and policymakers 
with the data necessary to make evidence-based policy and practice decisions 

h	 Whether a PACE organization can operate as a public benefit company depends 
on the location of the PACE site and that state’s laws. More information is 
available at: https://www.law.cornell.edu/wex/public_benefit_corporation.  

https://www.law.cornell.edu/wex/public_benefit_corporation
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and to strengthen consumer protections. As such, this report includes 
recommendations to ensure and demonstrate the continued value of PACE in 
Section IV.

Policy Landscape

PACE has a long history of bipartisan support in Congress, and in recent 
years there has been bipartisan interest in growing PACE, with some 
Democratic and Republican lawmakers proposing legislation to improve 
access to PACE for current and new populations. As certain provisions in 
current legislative proposals may align with or differ from recommendations 
in this report, we describe how each compare within this report’s Policy 
Recommendation section. 

Much of the legislation that lawmakers have introduced aims to make PACE 
more affordable to Medicare-only beneficiaries. For example, Sens. Bob Casey 
(D-PA) and Tim Scott (R-SC) introduced the PACE Expanded Act (S.3626), 
which would allow PACE organizations to set premiums quarterly based 
on the Medicare-only beneficiary’s health status and anticipated health 
care needs. Sen. Casey also included this proposal in his earlier bill, the 
PACE Plus Act (S.1162); Reps. Debbie Dingell (D-MI) and Earl Blumenauer 
(D-OR) introduced a companion bill (H.R.6770). To align with recent trends 
of moving away from health status rating, BPC’s recommendation to make 
PACE more affordable to Medicare-only beneficiaries does not allow PACE 
organizations to set premiums based on the Medicare-only beneficiary’s health 
status. BPC’s approach to reducing Part D premiums for Medicare-only PACE 
participants somewhat resembles Rep. Blumenauer’s PACE Part D Choice Act 
of 2021 (H.R.4942), which was co-sponsored by Reps. Jackie Walorski (R-IN), 
Dingell, and Christopher Smith (R-NJ). This bill would allow Medicare-only 
beneficiaries to choose between the PACE Part D plan as currently designed or 
to enroll in a qualified standalone prescription drug plan.i This change could 

i	 The legislation defines a “qualified standalone prescription drug plan” as a 
prescription drug plan (i) that is not an MA prescription drug plan (MA-PD) 
plan; (ii) that is not operated by the PACE program under which the individual 
is enrolled; and (ii) for which the Secretary determines, with respect to the 
applicable PACE program enrollees enrolled in a PACE program offered by such 
PACE provider, that—(aa) the estimated beneficiary out-of-pocket costs for 
the plan year for qualified prescription drug coverage under the plan is equal 
to or less than the estimated out-of-pocket costs for such coverage under the 
prescription drug plan offered by the PACE program in which the applicable PACE 
program enrollee is enrolled; and (bb) the estimated total amount of federal 
subsidies for the plan year for qualified prescription drug coverage under the plan 
(which may be estimated using data from the previous plan year) is equal to or 
less than the estimated subsidy amount for such coverage under the prescription 
drug plan offered by the PACE program in which the applicable PACE program 
enrollee is enrolled.

https://www.congress.gov/bill/117th-congress/senate-bill/3626/actions?r=18&s=1
https://www.congress.gov/bill/117th-congress/senate-bill/1162/titles
https://www.congress.gov/bill/117th-congress/senate-bill/1162/titles
https://www.congress.gov/bill/117th-congress/house-bill/6770?s=1&r=9
https://www.congress.gov/bill/117th-congress/house-bill/4941?s=1&r=4#:~:text=Introduced%20in%20House%20(08%2F06%2F2021)&text=This%20bill%20allows%20Medicare%2Donly,are%20not%20operated%20by%20PACE.
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make PACE more affordable to Medicare-only beneficiaries, because the Part D 
premium cost for a standalone Part D plan is significantly less than the Part D 
portion of the total PACE capitation payment.

Other legislative provisions focus on expanding PACE to new populations and 
removing certain administrative barriers to PACE expansion. For example, both 
the PACE Expanded Act (S.3626) and the PACE Plus Act (S.1162) would establish 
a pilot program to test the expansion of PACE to HNHC populations currently 
ineligible to participate in PACE.j Both bills include changes to mitigate the 
administrative burden that PACE organizations face when they apply to expand 
their programs, such as allowing new and existing PACE providers to apply 
at any time and shortening CMS’s review of new and expansion applications 
from 90 days to 45 days. Also, both bills amend Sections 1894(c)(5) and 1934(c)
(5) of the Social Security Act to allow PACE-eligible individuals to enroll in 
PACE at any time during the month. Another bill, the Ensuring Parity in 
Medicare Advantage for Audio Only Telehealth Act of 2021 (H.R.2166), with 
26 Democratic and 42 Republican co-sponsors, allows PACE organizations to 
use information obtained through audio-only telehealth when determining 
risk adjustments. A related bill in the Senate, the Ensuring Parity in Medicare 
Advantage for Audio Only Telehealth Act of 2021 (S.150), also has bipartisan 
sponsorship but does not include PACE in its proposed changes. Some of 
BPC’s policy recommendations, detailed in the Policy Recommendation 
section below, take a different approach than those legislative proposals, but 
BPC’s recommendations would similarly extend PACE to new populations 
likely to benefit from the model, remove barriers to the growth of PACE, and 
address challenges related to telehealth and risk adjustments during the 
COVID-19 pandemic. 

In August 2022, President Biden signed the Inflation Reduction Act of 2022 
(IRA) into law. The IRA includes provisions to reduce out-of-pocket costs for 
Medicare beneficiaries as well as the baseline cost of Medicare Part D drugs.100 
Among these provisions, the IRA establishes an annual $2,000 limit on out-of-
pocket costs for Part D prescription drug plan beneficiaries, beginning in 2025; 
eliminates out-of-pocket spending at the catastrophic threshold, beginning 
in 2024; authorizes Medicare to negotiate the prices of some high-cost 
prescription drugs, beginning in 2026; and requires drugs manufacturers to 
pay annual rebates to Medicare if they increase prices of certain Part D-covered 
drugs above an allowable inflation rate from a 2021 base period. While 
the provisions that limit Part D out-of-pocket costs are structured around 
copayments and deductibles, which PACE participants are protected against, 
the IRA could have a limited impact on PACE Part D premiums for Medicare-
only beneficiaries by reducing the baseline cost of Medicare Part D drugs. Since 

j	 While the legislation does not specify the eligible HNHC populations in more 
detail, potentially eligible populations could include, for example, dually eligible 
beneficiaries under the age of 55 who have a disability and are ineligible for PACE 
due to age. 

https://www.congress.gov/bill/117th-congress/senate-bill/3626/actions?r=18&s=1
https://www.congress.gov/bill/117th-congress/senate-bill/1162/titles
https://www.congress.gov/bill/117th-congress/house-bill/2166/text?q=%7B%22search%22%3A%5B%22HR+2166%22%5D%7D&r=1&s=1
https://www.congress.gov/bill/117th-congress/house-bill/2166/text?q=%7B%22search%22%3A%5B%22HR+2166%22%5D%7D&r=1&s=1
https://www.congress.gov/bill/117th-congress/senate-bill/150
https://www.congress.gov/bill/117th-congress/senate-bill/150
https://www.congress.gov/bill/117th-congress/house-bill/5376/text
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Medicare-only beneficiaries pay monthly premiums equal to the Medicaid 
capitation amount–which generally covers the long-term care portion and Part 
D drugs–the IRA’s reduction to the baseline cost for Medicare Part D drugs 
will likely result in lower PACE Part D premiums.101 However, the IRA’s out-of-
pocket cost protections will increase the cost of the PACE Part D plan relative 
to other Part D options, and additional legislation is needed to address the high 
Part D premiums that remain a significant barrier to PACE participation for 
many Medicare-only beneficiaries. 

Policy Recommendations 

This report categorizes its recommendations into four drivers of PACE access. 
The first driver, “expand the capacity and geographic reach of PACE,” focuses 
on growing the spread of PACE organizations. The second driver, “increase 
PACE enrollment,” aims to diversify the PACE population by increasing PACE 
enrollment among Medicare-only beneficiaries and expanding PACE eligibility 
to target HNHC populations currently ineligible for PACE. The third driver, 
“raise consumer awareness of PACE,” improves consumer education of PACE 
and aims to grow the scale, or number of people served by PACE. The final 
driver, “ensure and demonstrate the continued value of PACE,” strengthens data 
collection and transparency related to PACE to ensure similar practices across 
Medicare and Medicaid programs and provide data necessary to study how 
changes within the PACE landscape, such as increased investment by private 
equity, impact the value of PACE. 

This report includes an estimation of the federal costs associated with the 
policy recommendations. BPC estimates that costs to the federal government 
would include a one-time cost of $38 million and an annual cost of $12 million. 
Potential savings from reduced hospitalizations, emergency department 
use, and institutional care could slightly offset estimated costs. BPC also 
estimates that under one of our policy recommendations, Medicare-only PACE 
participants could see potential savings of roughly more than $11,000 per year 
in premium payments.k More information on the estimated costs is available in 
the Appendix. 

k	 As discussed later in this report, final estimated savings for Medicare-only PACE 
participants requires subtracting, from the roughly $11,000 per year savings, any 
costs for deductibles, copayments, coinsurance, or other cost-sharing under a 
qualified, standalone Part D plan.
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I. �Expand the Capacity and Geographic Reach of 
PACE Programs

To ensure more PACE-eligible populations have geographic access to PACE, BPC 
recommends administrative and legislative reforms to streamline the PACE 
application process, particularly for established PACE organizations seeking to 
expand their programs. Because we expect these reforms to increase the volume and 
frequency of PACE applications, BPC also recommends that Congress appropriate, 
in aggregate, $15 million in additional resources to CMS (see recommendation IV.G.). 
Finally, to expand the geographic reach of PACE to new locations, BPC recommends 
that Congress support the development of new PACE organizations in areas with low 
PACE penetration rates and/or disparate access to PACE, such as rural areas. 

A.	 CMS should increase the frequency at which it accepts applications 
for new and expanding PACE organizations from quarterly 
to monthly.

The limited number of days in which an organization may submit a 
PACE application to CMS is a barrier to the growth of PACE. Under 
current law, CMS has the authority to establish regulations to carry out 
federal PACE requirements outlined in Sections 1894 and 1934 of the 
Social Security Act, including establishing procedures for entering into 
PACE program agreements.102 Although federal law and regulations 
do not limit the dates in which CMS may accept PACE applications, 
current CMS policy allows organizations to submit either initial 
applications (to become a PACE provider) or SAE applications (to expand 
the currently approved geographic service area and/or add a new PACE 
center site) on only four designated dates per year.103 PACE providers 
submit applications via the Health Plan Management System on a 
quarterly basis announced annually by CMS.104 Because of the quarterly 
timeframe, organizations have limited opportunities to establish or 
expand PACE programs. PACE organizations also experience challenges 
with significant start-up costs and return on investment, because costly 
resources, such as the building for the PACE center, remain unutilized 
while PACE organizations wait for the designated date to submit their 
application to CMS. 

Some lawmakers have recognized and sought to address this barrier 
to the growth of PACE. The proposed PACE Expanded Act (S.3626) and 
the PACE Plus Act (S.1162; H.R.6770), would amend Sections 1894(e)(8) 
and 1934(e)(8) of the Social Security Act to ensure that organizations 
may submit initial PACE applications and SAE applications at “any 

https://www.congress.gov/bill/117th-congress/senate-bill/3626/text?r=18&s=1
https://www.congress.gov/bill/117th-congress/senate-bill/1162/text?r=24&s=1
https://www.congress.gov/bill/117th-congress/house-bill/6770?s=1&r=9
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time.”l It is important to recognize, however, that federal review of 
PACE applications occurs on a 90-day timeline, and any timeframe for 
accepting applications must allow adequate time for review. During 
interviews with stakeholders, some raised concerns regarding the 
feasibility of an “any time” submission cadence. 

Accordingly, BPC recommends that CMS use its current authority 
to change its policy on the timeframe for accepting initial PACE 
applications and SAE applications from quarterly to monthly; this 
approach would strike a balance between increasing PACE providers’ 
opportunities to expand and the supply of federal and state resources 
necessary to review PACE applications.105 To ensure clear submission 
and approval timeframes, BPC also recommends that CMS continue to 
publish submission and approval application deadlines in advance of the 
start of an application cycle. 

With more frequent application deadlines, CMS and states will require 
additional resources to complete administrative activities related to the 
application process, such as hiring more staff to review applications. 
Accordingly, this report recommends that Congress appropriate 
additional funding to CMS to support CMS’s increased administrative 
activities (see recommendation IV.G.).

B.	 Congress should modify HHS’s oversight of a new PACE program 
during the three-year trial period to require HHS, in coordination 
with the state administrating agency, to conduct at least one 
comprehensive review of the PACE program before the end of the 
trial period. The HHS secretary and state administering agency 
should continue to have the authority to conduct oversight, as 
appropriate, following the trial period.

Currently, under the Social Security Act, new PACE programs operate 
under a trial period during their first three contract years.106 Under 
previous demonstration authority, the trial period established a grace 
period where PACE organizations operated without assuming full 
financial risk. The BBA removed this grace period and maintained the 
three-year trial period.107 

During the trial period, HHS, in coordination with the state 
administering agency, conducts annual oversight.108 This oversight 
includes an on-site visit to the PACE site; comprehensive assessment of a 

l	 The PACE Expanded Act (S.3626) is sponsored by Sen. Bob Casey (D-PA) and 
co-sponsored by Sen. Tim Scott (R-SC). It was introduced on March 10, 2022 and 
referred to the Committee on Finance. Sen. Casey also introduced the PACE Plus 
Act (S.1162) on April 15, 2021, which has no co-sponsors and was referred to the 
Committee of Finance. Reps. Debbie Dingell (D-MI-12) and Earl Blumenauer (D-
OR-3) introduced a companion bill to the PACE Plus Act (H.R.6770) on February 2, 
2022.

https://www.congress.gov/bill/117th-congress/senate-bill/3626/text?r=18&s=1
https://www.congress.gov/bill/117th-congress/senate-bill/1162/all-info
https://www.congress.gov/bill/117th-congress/house-bill/6770?s=1&r=9
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provider’s fiscal soundness; comprehensive assessment of the provider’s 
capacity to provide all PACE services to all enrolled participants; detailed 
analysis of the entity’s substantial compliance with all significant 
requirements of the Social Security Act and regulations; and any other 
elements HHS or the state administering agency considers necessary 
or appropriate.109

Following the three-year trial period, current law establishes that HHS 
(in cooperation with the state administering agency) must continue 
oversight of PACE programs as appropriate.110 

Although audits are important for ensuring that PACE enrollees receive 
appropriate and high-quality care, the annual audits during the three-
year trial period pose significant administrative burdens for PACE 
organizations, states, and CMS. For example, some PACE organizations 
said it is time-intensive to coordinate with states and the federal 
government to submit audit materials and schedule on-site visits. 
This administrative burden can slow PACE organizations’ growth as 
they allocate finite resources toward audits instead of expansion. The 
current process also requires significant federal and state resources. 
Some federal and state stakeholders expressed administrative and 
resource challenges, such as shortages of staff and funding to complete 
annual audits. 

These challenges will likely worsen as PACE grows. Some stakeholders 
believe that the three-year trial period is unnecessary and should be 
replaced by HHS’s current law authority to conduct continuing oversight, 
as appropriate. While HHS has continuing oversight authority following 
the trial period, these stakeholders suggest that the continuing oversight 
begin when a PACE program is established.111 

To balance the benefits of reducing barriers to PACE expansion with 
ensuring sufficient oversight to promote high-value care through PACE, 
BPC recommends that Congress amend Sections 1894(e)(4) and 1934(e)(4) 
of the Social Security Act to require at least one comprehensive review 
of the operation of the PACE program during the trial period. While 
current law requires annual, close oversight during the trial period, 
the revised law should require HHS, in coordination with the state 
administering agency, to conduct at least one comprehensive review of 
the PACE program before the end of the three-year trial period. With 
this recommendation, CMS would maintain the authority to conduct 
audits in addition to the one mandatory audit during the trial period. 
Following the trial period, HHS and the state administering agency 
should continue to have the authority to conduct continuing oversight, 
as appropriate, as established under current law.112 
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BPC’s recommendation reduces the number of mandatory audits during 
a trial period but does not eliminate the trial period, and it still requires 
at least one mandatory audit. BPC believes new PACE organizations 
should undergo at least one audit before completing their trial phase 
and submitting any SAE applications. This policy change would reduce 
administrative burdens and costs for CMS and states, while preserving 
CMS’s authority under current law to conduct continuing oversight 
of PACE programs, as appropriate. If HHS has reason to believe that 
conducting a review may be appropriate, HHS, in coordination with the 
state administering agency, should continue to conduct close oversight 
and review of the PACE organization after or during the trial period. 

C.	 CMS should clarify in the Readiness Review Tool that PACE 
organizations may attest to the employment of staff for State 
Readiness Review purposes. CMS should also allow PACE 
organizations that have completed the trial period to submit 
multiple SAE applications (for geographic service area expansion 
and/or the addition of a new PACE center site) per application cycle 
and clarify the contract requirements so that only one contract per 
organization (legal entity and/or parent organization) is allowed 
per state. 

The application process for establishing a new PACE program is 
essentially the same as the process for expanding a PACE program.113 
This process includes submission of a notice of intent to apply (only 
for organizations establishing a new PACE program); submission and 
approval of the state administrating agency and CMS’s applications; 
submission and approval of the PACE Part D application; completion 
of a State Readiness Review; and completion of a three-way agreement 
between the state, CMS, and PACE organization. Although a rigorous 
process ensures an organization applying to become a PACE provider is 
prepared to deliver high value health services, many stakeholders believe 
that using the same process for PACE programs seeking to expand is 
unnecessarily stringent and delays the growth of comprehensive care for 
Americans with complex health care needs. 

Established PACE programs in good standing that have operated for 
at least three years should have fewer barriers to expanding their 
geographic service area or increasing their number of PACE sites. BPC 
has identified three administrative actions that CMS should take to 
help streamline the PACE expansion process: 1) clarify that, for State 
Readiness Review purposes, states may accept attestations from 
the PACE organization that staff will be employed by the time the 
PACE center becomes operational; 2) allow PACE organizations 
that have completed the three-year trial period to submit multiple 
SAE applications (for geographic service area expansion and/or the 
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addition of a new PACE sites) per application cycle; and 3) clarify the 
contract requirements so that only one contract per organization 
(legal entity or parent organization) is allowed per state. 

1.	 Staffing Attestations: Under CMS policy, organizations submitting 
an application to establish a PACE program or submitting a particular 
SAE application that includes the addition of a new PACE center must 
submit a State Readiness Review report as part of the application 
process.114 Applicants may submit the State Readiness Review as part 
of the initial application submission or subsequently as a response 
to CMS’s request for additional information.115 CMS policy outlines 
minimum federal criteria for the State Readiness Review, and 
states can establish additional or more stringent criteria. Currently, 
according to protocols in CMS’s Readiness Findings and Compliance 
Report and Readiness Review Tool, organizations applying to 
establish a PACE program or open an additional PACE site must have 
executed contracts with all contractors and contracted personnel 
by the time the PACE center becomes operational.116 The state must 
also ensure that the required members of the IDT are or will be 
employees or contractors of the PACE center by the time the center 
becomes operational.117 

One challenge that PACE organizations often face is that some states 
require, as part of the State Readiness Review, that the organization 
has hired all staff. This is more stringent than current federal criteria. 
Also, there is no federal deadline for the state conducting the State 
Readiness Review, so PACE organizations often hire staff for extended 
periods of time without serving any participants. Several stakeholders 
have noted this as a significant financial barrier to establishing and 
expanding PACE programs. 

To address any uncertainty around the federal criteria for personnel 
requirements and encourage states to accept personnel attestations, 
CMS should revise the State Readiness Review criteria for personnel 
requirements. Specifically, CMS should clarify that the criteria may 
be satisfied by an attestation from the organization that it will have 
hired all staff by the time the PACE center becomes operational and a 
description of how it plans to meet those requirements. 

2.	 Multiple SAE Applications (for Geographic Service Area 
Expansion and/or the Addition of a New PACE Center Site) 
for PACE Programs that have Completed their Trial Period: 
Current CMS policy restricts the growth of PACE programs and may 
disincentivize investment in expansion by limiting the number of 
SAE applications (for geographic service area expansion and/or the 
addition of a new PACE sites) that a PACE organization may submit 

https://www.cms.gov/medicare/health-plans/pace/downloads/statereadinessreviewtool1103.pdf
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per application cycle to one application. PACE organizations seeking 
SAEs (for geographic service area expansion and/or the addition of 
a new PACE center site) submit applications on the same quarterly 
schedule as organizations submitting initial PACE applications; 
under CMS policy, active PACE organizations may not submit a 
SAE application if the PACE organization has another application 
pending.118 PACE organizations seeking to submit another expansion 
application must wait until CMS has made a final determination on 
the pending application before they can submit another application 
as part of a subsequent quarterly cycle.119 As a result, some PACE 
organizations seeking large expansion must wait multiple cycles 
before they can submit applications for all desired growth.  

An established PACE organization that is in good standing and 
has completed the trial period should be subject to less stringent 
application requirements for SAE applications. To encourage the 
growth of PACE, CMS should allow PACE organizations meeting 
those two criteria to submit multiple SAE applications (for geographic 
service area expansion and/or the addition of a new PACE center site) 
per application cycle. CMS should also allow PACE organizations to 
have multiple applications under review at the same time, so having 
one application under review does not preclude the PACE organization 
from submitting another application.  

Because this recommendation will increase the volume of PACE 
applications, this report recommends that Congress appropriate 
additional resources to CMS to support CMS and states’ increased 
administrative activities (see recommendation IV.G.). 

3.	 One Contract per Organization (Legal Entity and/or Parent 
Organization) per State: Some PACE organizations circumvent the 
current policy limiting the number of SAE applications by applying as 
a new organization under a new contract. An organization may decide 
to operate under multiple contracts within one state because this 
practice allows the organization to expand more quickly. However, 
such a practice increases the administrative burdens and resources 
for states and the federal government, which have to audit new 
programs annually during the trial period. Some stakeholders said 
that having organizations operate under multiple contracts within a 
state is inefficient and unnecessary because the organization already 
operates an established PACE site within the state. 

To streamline the SAE process, CMS should require an organization 
to operate under one PACE contract within a state. This change would 
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require PACE organizations to submit SAEs when seeking to expand 
in the state. CMS should also require a PACE organization operating 
under multiple contracts in a state to consolidate to one contract 
within three years of issuing this guidance. 

As previously mentioned, BPC recommends that CMS revise its policy 
so that a PACE organization can submit, and have under review, 
multiple expansion applications after completing its trial period. This 
recommendation will also likely reduce, but may not eliminate, the 
number of PACE organizations applying under new contracts because 
PACE organizations will no longer need to circumvent the policy 
limiting the number of SAE applications. 

D.	 Congress should reduce the time that CMS must approve, deny, or 
request more information from an applicant seeking to establish a 
PACE program from 90 days to 45 days.

CMS currently has up to two 90-day clocks to review PACE application 
materials, and this lengthy review period is a financial barrier to 
establishing PACE organizations. Under Sections 1894(e)(8) and 1934(e)
(8) of the Social Security Act, CMS must respond to applications for new 
PACE programs within 90 days of submission.120 In its first response, 
CMS must accept, deny, or request additional information for its review 
of the application. If CMS requests additional information and the PACE 
organization submits that additional information, then CMS has another 
90 days to approve or deny the application. If CMS does not respond 
within 90 days after either submission, the application is deemed 
approved. PACE providers encounter financial and resource challenges 
associated with CMS’s 90-day review periods. The providers applying 
to expand their service areas or add a new PACE center are required to 
submit generally the same application materials as new PACE provider 
applicants. However, CMS must review SAE applications in 45 days. 

To mitigate application barriers to new PACE programs and promote 
PACE expansion, BPC recommends amending Sections 1894(e)(8) and 
1934(e)(8) of the Social Security Act to reduce the number of days that 
CMS has to accept, deny, or request more information on an application 
to become a PACE provider from 90 days to 45 days.121 BPC also 
recommends further amending those sections of the Social Security 
Act by shortening CMS’s window for reviewing additional information 
from 90 days to 45 days. With these changes, a PACE organization’s 
application would be considered approved if CMS does not respond after 
45 days of either the initial submission or, if applicable, submission 
of additional information. The suggested 45-day review window also 
aligns the length of review for new and SAE applicants; this alignment 
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would reduce the complexity of the application process. The proposed 
PACE Expanded Act (S.3626) and PACE Plus Act (S.1162; H.R.6770) 
would similarly establish a 45-day timeframe for CMS’s review of initial 
applications to become a PACE organization as well as the review of any 
additional information requested by CMS. 

This recommendation will expedite CMS’s review of PACE applications 
and, as a result, increase the administrative burden on the agency. To 
address this anticipated need for greater administrative resources, BPC 
recommends that Congress appropriate additional funding to CMS 
to support the agency’s expedited review of PACE applications (see 
recommendation IV.G.).

E.	 Congress should establish a grant program resembling the 2006 
Rural PACE Provider Grant Program and appropriate $15 million 
to organizations to help establish nonprofit PACE sites in regions 
with low PACE penetration rates or disparate access to PACE. 
Grantees—up to 15 new, nonprofit PACE organizations—should be 
eligible to receive up to $1 million under the grant. See Appendix for 
a breakdown of the cost estimate. 

Individuals with nursing home level-of-care needs who live in regions 
outside of PACE service areas have reduced options for community-
based, integrated care. As the older adult population continues to grow, 
and as more people desire to receive care in their communities, Congress 
should increase access to integrated HCBS programs such as PACE.   

According to the National PACE Association, a medium estimate of 
the costs associated with initiating a new PACE program, adjusted for 
inflation between 2003 and 2022, is approximately $5.83 million.122 Due 
in part to the large initial investment, PACE has expanded unevenly 
throughout the country. It has grown more slowly in rural areas due to 
barriers, such as provider shortages, low population density, and longer 
travel distances to the adult care centers. Rural communities also tend 
to have older and lower income populations who stand to benefit from 
access to PACE. To promote the development of PACE in rural service 
areas, Congress established the Rural PACE Provider Grant Program in 
Section 5302 of the Deficit Reduction Act of 2005.123 

Through CMS, this program provided a one-time grant of approximately 
$535,000 each to grantees, launching 14 PACE pilot programs in rural 
areas across 12 states.m Participating PACE programs cited the grant 
funding as instrumental to the success of their rural programs: 14 of the 

m	 The Rural PACE Provider Grant Program initially allowed 15 grantees. However, 
CMS ultimately funded 14 grantees because one grantee in West Virginia could 
not come to an agreement with the state and withdrew from the program before 
CMS distributed funds. 

https://www.congress.gov/bill/117th-congress/senate-bill/3626/text?r=18&s=1
https://www.congress.gov/bill/117th-congress/senate-bill/1162
https://www.congress.gov/bill/117th-congress/house-bill/6770?s=1&r=5
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15 (93%) providers successfully launched PACE programs, and 11 of the 
14 PACE programs (79%) that opened in 2006 remain in operation as of 
June 2022.124 This undermines any perception that PACE programs in 
rural settings are not viable or capable of achieving similar outcomes as 
their urban peers.

To continue improving access, Congress should establish a grant 
program that builds on the success of the Rural PACE Provider Grant 
Program by focusing on nonprofit PACE programs in regions with low 
PACE penetration rates or disparate access to PACE, including but 
not limited to rural areas. Congress should appropriate $15 million to 
CMS to award grants of up to $1 million to no more than 15 nonprofit 
PACE organizations. BPC recommends 15 grantees to align with 
Congress’s design of the previous Rural PACE Provider Grant Program 
and to encourage appropriate growth of PACE. As with the original 
grant program, the grants should remain available for two fiscal years 
after appropriation, and CMS should administer the grant. Grantees 
should be able to use the money for market research, provider network 
development, building or refurbishing a PACE center, and initial 
operating funds, as approved by the secretary of HHS. If CMS has 
awarded less than the total $15 million within 1.5 fiscal years into the 
grant, due to lack of grant applications, CMS may use any remaining 
funds over the final six months to enhance technical assistance and 
peer-to-peer learning opportunities, such as on-site visits, between 
the grantees.

The proposed PACE Plus Act (S.1162; H.R.6770) would similarly establish 
grants to PACE providers serving rural or underserved urban areas, but 
it would appropriate greater total funding for the grants than BPC’s 
proposal. The proposed legislation includes $30 million of funding for 
up to 30 new PACE programs; BPC, by contrast, recommends funding 15 
new PACE programs. The $1 million award amount within the PACE Plus 
Act (S. 1162; H.R.6770) is in line with the awards in the original Rural 
PACE Provider Grant Program of approximately $535,000 when adjusted 
for inflation. 

A grant program would incentivize the creation of PACE programs by 
assisting with initial start-up costs, which pose a substantial barrier 
to PACE expansion. Additionally, PACE organizations participating in 
the grant program could form a network to share promising practices 
and strategies for expanding PACE in areas with high barriers to 
PACE development. 

https://www.congress.gov/bill/117th-congress/senate-bill/1162/text?r=1&s=1
https://www.congress.gov/bill/117th-congress/house-bill/6770
https://www.congress.gov/bill/117th-congress/senate-bill/1162/text?r=1&s=1
https://www.congress.gov/bill/117th-congress/house-bill/6770
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II.  Increase PACE Enrollment
To increase the PACE population, Congress and CMS should implement changes to 
boost enrollment among current PACE-eligible populations and expand the PACE-
eligible population. In addition to the PACE-specific recommendations included 
below, BPC continues to recommend broader legislative reforms that would indirectly 
support enrollment in PACE. Specifically, BPC recommends ensuring that full-benefit 
dually eligible beneficiaries have access to fully integrated care models, including 
PACE. BPC also recommends that Congress allow qualifying Medicare beneficiaries 
who are ineligible for Medicaid to purchase some HCBS through PACE and other 
fully integrated care models for an affordable premium, which would be federally 
subsidized for certain individuals with low to moderate incomes. An HCBS buy-in 
could reduce the cost of Medicare-only PACE beneficiaries’ LTSS premiums for people 
with low or moderate incomes, as the federal government would partially or fully 
subsidize these costs. n  

A.	 Congress should allow Medicare-only PACE participants the choice 
to enroll in either a qualifying, standalone Part D plan or the PACE 
Part D plan. The three-way PACE program agreement must describe 
how the PACE organization will coordinate care to the greatest 
extent practicable for Medicare-only PACE participants who enroll 
in a qualifying, standalone Part D plan. 

One way to increase access to and enrollment in PACE is to address the 
high cost of monthly premiums for Medicare-only beneficiaries. 

Although qualifying Medicare-only beneficiaries can enroll in PACE, 
only 212 were enrolled in PACE as of January 2022, and they constitute 
less than 1% of total PACE enrollees.125, 126 The vast majority of PACE 
enrollees are dually eligible beneficiaries who have both Medicare and 
Medicaid coverage.127 

The average monthly premium for a Medicare-only beneficiary 
enrolled in PACE is $4,781 per month—a major barrier to enrolling in 
the model.128 

To understand why PACE premiums are so high for Medicare-only 
beneficiaries, it is important to understand how PACE is financed 
and what the premium payments cover. PACE organizations receive 
a monthly capitation payment for each eligible enrollee and assume 
full financial risk for all medically necessary health care services. The 

n	 For additional details on these recommendations, see the following BPC reports: 
An Updated Policy Roadmap: Caring for Those With Complex Needs (March 2022); 
Guaranteeing Integrated Care for Dual Eligible Individuals (November 2021); and 
Bipartisan Solutions to Improve the Availability of Long-term Care (September 
2021). In an upcoming report, BPC plans to further explore its recommendation 
to allow qualifying Medicare beneficiaries who are ineligible for Medicaid to 
purchase some HCBS through fully integrated care models for an affordable 
premium.

https://bipartisanpolicy.org/report/a-policy-roadmap-caring-for-those-with-complex-needs/
https://bipartisanpolicy.org/report/integrated-care/
https://bipartisanpolicy.org/report/improving-ltc/
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monthly capitation payment is financed by combined Medicare and 
Medicaid prospective capitation payments and, in certain instances, 
supplemented through private premiums (if the participant is a 
Medicare-only beneficiary). 

As PACE is both a Medicare program and a Medicaid state plan 
option, PACE organizations receive two capitation payments per 
month for dually eligible enrollees who have no out-of-pocket costs for 
participating in PACE. In comparison, Medicare-only beneficiaries pay 
monthly premiums equal to the Medicaid capitation amount—which 
generally covers the long-term care portion and Medicare Part D drugs—
but Medicare-only enrollees do not pay deductibles, coinsurance, or any 
other type of Medicare or Medicaid cost-sharing for PACE services. 

Under current law, PACE organizations must be Medicare Part D 
prescription drug plans, and all PACE enrollees must receive their 
prescription drug coverage through the PACE Part D plan. Moreover, 
if PACE participants enroll in a standalone Part D plan, they will be 
disenrolled from PACE. 

The Part D portion of the total PACE capitation payment is significantly 
higher than the Part D premium cost for a standalone Part D plan. For 
example, in 2022, the national average PACE Part D plan premium was 
$1,015 per month, while the national average for a standalone Part D 
plan was $43 per month.129 

One contributing factor is that PACE enrollees are generally frail, older 
adults who require a nursing home-level of care to be eligible for the 
program. Accordingly, the PACE Part D plan serves a high-risk pool 
of HNHC enrollees. In contrast, standalone Part D plans can spread 
risk across a broader population that results in lower, more affordable 
premiums for enrollees. 

Congress should allow Medicare-only PACE participants the choice 
to enroll in either a qualifying, standalone Part D plan or the PACE 
Part D plan to give these beneficiaries a more affordable pathway to 
PACE. Under this approach, a Medicare-only beneficiary who enrolls 
in a standalone Part D plan will be responsible for any deductibles, 
copayments, coinsurance, or any other cost-sharing under the Part D 
plan. Qualifying, standalone Part D plans would be those that have 
estimated out-of-pocket costs, including premiums and cost-sharing, 
which are equal to or less than the estimated out of pocket costs for 
PACE Part D plans. 

A rough estimate suggests that allowing a Medicare-only PACE 
participant to select a standalone Part D plan at the average premium 
of $43 per month could reduce their total PACE premiums from about 
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$4,781 per month ($1,015 is for the PACE Part D plan) to about $3,809 
per month (plus any deductible or cost-sharing expenses under the 
standalone Part D plan).o This is equal to a reduction from $57,372 per 
year for PACE premiums to about $45,708 per year—an annual savings 
for Medicare-only PACE participants of $11,664 per year minus any costs 
for deductibles, copayments, coinsurance, or other cost-sharing under 
the qualified, standalone Part D plan.p For context, the median annual 
income for a household ages 65 to 69 in 2020 is $57,992, which is about 
the same as current PACE premiums for Medicare-only enrollees.q, 130 

While reducing the total PACE premium for Medicare-only beneficiaries 
to roughly $4,000 per month is an incremental improvement, about 
$11,000 in annual savings could make PACE more affordable for some 
Medicare-only beneficiaries. Further, PACE includes access to LTSS that 
Medicare-only beneficiaries may not otherwise be able to affordably 
get. PACE also covers other services that the IDT deems necessary 
to improve and maintain the overall health of the PACE participant; 
for context, the median cost for 44 hours a week of home health aide 
services alone is about $4,752 per month.r Also, although this proposal 
may minimally increase Part D premiums for non-PACE enrollees, the 
current population of Medicare-only PACE enrollees is so low that their 
transition to standalone Part D plans is not likely to have any significant 
impact on Part D premiums. Similarly, the Medicare-only individuals 
who may enroll in PACE for the first time and select a standalone Part D 
plan are likely already in a Medicare Part D plan, so effects on the Part D 
risk pool and premiums would probably be minimal, if any. 

This proposal would require Congress to make narrow exceptions to 
certain provisions in the Social Security Act, such as those that require 
PACE enrollees to receive benefits solely through the PACE program and 
that require PACE providers to assume full financial risk for enrollees. 
Anecdotally, some stakeholders historically held concerns that allowing 
Medicare-only beneficiaries to enroll in a standalone Part D plan 
would curtail the key factors that have allowed the PACE model to be 

o	 Numbers in this paragraph may not add up due to rounding.  
p	 Following enactment of the Inflation Reduction Act of 2022, Medicare-only PACE 

participants who select a qualified, standalone Part D plan may experience 
greater savings than they otherwise would have absent the legislation, due to 
the cap on out-of-pocket costs in the standalone Part D plan. Also, as detailed in 
the Policy Landscape section, the Inflation Reduction Act will reduce the baseline 
cost of Medicare Part D drugs and, thus, may result in some cost reductions 
for PACE Part D premiums, but additional legislation is needed to address the 
high Part D premiums that will remain a barrier to PACE participation for many 
Medicare-only beneficiaries.

q	 Data are from the 2020 U.S. Census Bureau’s and Bureau of Labor Statistics’ 
Current Population Survey, which is the most recent data available.

r	 Estimate is based on the national, median, hourly cost for a home health aide in 
2021, which was $27.00 per hour according to Genworth. Available at: https://
www.genworth.com/aging-and-you/finances/cost-of-care/cost-of-care-trends-
and-insights.html. 

https://www.census.gov/programs-surveys/cps.html
https://www.census.gov/programs-surveys/cps.html
https://www.genworth.com/aging-and-you/finances/cost-of-care/cost-of-care-trends-and-insights.html
https://www.genworth.com/aging-and-you/finances/cost-of-care/cost-of-care-trends-and-insights.html
https://www.genworth.com/aging-and-you/finances/cost-of-care/cost-of-care-trends-and-insights.html
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successful, but those concerns have generally subsided. This may be 
because the current model is simply not accessible to Medicare-only 
beneficiaries, as demonstrated by average PACE premiums that are equal 
to median income levels for individuals ages 65 to 69 and the fact that 
less than 1% of PACE enrollees are Medicare-only beneficiaries. Also, 
a comprehensive, home and community-based model that is highly 
integrated may be more valuable than a fully integrated model that 
is unaffordable and inaccessible to most Medicare-only beneficiaries. 
Nonetheless, this proposal aims to address any concerns about the Part 
D benefit not being fully integrated for Medicare-only PACE participants. 
It does so by establishing a requirement that providers describe in 
their PACE program agreement how they will integrate and coordinate 
care for Medicare-only beneficiaries to the greatest extent practicable. 
CMS should work with states and PACE organizations to create an 
amendment to existing PACE program agreements if necessary. It is 
also important to note that this proposal would preserve current law for 
dually eligible and Medicaid beneficiaries, as they would still be required 
to receive their prescription drug benefits through the PACE Part D plan. 

Approaches to making the PACE premium more affordable for Medicare-
only participants have received some bipartisan support. For example, 
both the PACE Expanded Act (S.3626) and the PACE Part D Choice Act of 
2021 (H.R.4941) have bipartisan support.s However, as discussed in this 
Policy Landscape, these bills take different approaches to making the 
PACE premium more affordable for Medicare-only participants. Notably, 
the PACE Expanded Act goes further than BPC’s recommendation, as it 
would permit greater flexibility in setting premiums by allowing PACE 
programs to charge a capitation rate consistent with the Medicare-only 
beneficiary’s health status. 

s	 The PACE Part D Choice Act of 2021 (H.R.4941) is sponsored by Rep. Earl 
Blumenauer (D-OR-3) and co-sponsored by Reps. Jackie Walorski (R-IN-2), Debbie 
Dingell (D-MI-12), and Christopher H. Smith (R-NJ-4). It was introduced on August 
6, 2021 and referred to the Committees on Energy and Commerce and Ways and 
Means. Ways and Means referred it to the Subcommittee on Health.

https://www.congress.gov/bill/117th-congress/senate-bill/3626?s=1&r=60
https://www.congress.gov/bill/117th-congress/house-bill/4941?s=1&r=4
https://www.congress.gov/bill/117th-congress/house-bill/4941?s=1&r=4
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As also discussed in the report’s Policy Landscape section above, the 
IRA implements a $2,000 out-of-pocket spending cap for Medicare 
beneficiaries enrolled in Part D Plans, but this does not make PACE 
more affordable for Medicare-only beneficiaries. PACE participants are 
protected against out-of-pocket costs, such as copayments or deductibles, 
but they have high premiums that may be reduced only slightly by the 
IRA’s likely decrease to the baseline cost of Medicare Part D drugs. 
In addition, the cost of the PACE Part D plan relative to other Part D 
coverage options is increased by the IRA’s out-of-pocket cost protections. 
Additional legislation is needed to address the high Part D premiums for 
Medicare-only beneficiaries.

B.	 The Center for Medicare & Medicaid Innovation (CMMI) should test a 
model for expanded PACE eligibility that targets HNHC, full-benefit 
dually eligible populations. This demonstration project should 
include data collection, transparency, and quality improvement 
requirements (see recommendations IV.A-IV.C).

In addition to those currently eligible for PACE, several HNHC 
populations—who receive full Medicare and Medicaid benefits but 
are ineligible for PACE based on age—would benefit from receiving 
integrated medical and nonmedical care. Through the PACE Innovation 
Act of 2015, Congress has already authorized CMS to waive certain 
PACE requirements in the Social Security Act so it can conduct a 
PACE demonstration project through CMMI.131 Following enactment 
of the 2015 legislation, CMS issued an RFI to explore expanding 
PACE to additional populations, but it never moved forward with the 
demonstration project.132

To expand PACE to Medicare and Medicaid populations that are likely 
to benefit from the integrated model, CMMI should use its existing 
authority to conduct a demonstration project that tests the application 
of PACE to full-benefit dually eligible beneficiaries who are currently 
ineligible for PACE due to age but have similar care needs to the PACE-
eligible population. Many of the proposed populations are ineligible for 
PACE because they are under the age of 55. For example, CMMI should 
consider testing the expansion of PACE to certain full-benefit dually 
eligible populations between the ages of 21 and 54, including adults 
with developmental disabilities and comorbidities; adults with physical 
disabilities and comorbidities; and adults with behavioral health 
conditions and comorbidities.133 

Assuming the additional PACE population has different needs than 
the original PACE population, CMMI should work with providers and 
researchers to determine programmatic and service differences. For 
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example, the IDT may require additional specialty providers so it can 
better meet the needs of the newly eligible HNHC populations.

Either new organizations or existing PACE organizations could apply to 
participate in the demonstration project. To participate, organizations 
would need to create or modify an existing three-way contract with the 
state administrating agency and CMS. 

Under that approach, the demonstration would ultimately make PACE 
available to full-benefit dually eligible beneficiaries between the ages 
of 21 and 54 with disabilities and comorbidities. BPC estimates that 
in 2019, there were approximately 700,000 full-benefit dually eligible 
beneficiaries under the age of 65 with comorbidities.t, 134, 135 Because 
not all full-benefit dually eligible beneficiaries under the age of 65 
with comorbidities have disabilities, BPC estimates there are less than 
700,000 full-benefit dually eligible beneficiaries who could qualify for 
this model of expanded PACE eligibility. BPC recommends that CMS 
make this demonstration available through a limited number of PACE 
programs evenly distributed across the regions nationally. Accordingly, 
only a small proportion of the less than 700,000 potentially eligible 
beneficiaries would enroll in this demonstration.

Members of Congress have similarly sought to test the expansion of 
PACE to new populations. The proposed PACE Expanded Act (S.3626) 
would require the HHS secretary to design a model for expanded PACE 
eligibility targeting HNHC populations. Although CMMI currently has 
the authority to do this absent congressional intervention, the proposed 
legislation would require the agency to use its authority and target the 
application of PACE to HNHC populations. 

Some stakeholders, however, have suggested that the federal government 
first optimize PACE for the currently eligible population before 
expanding it to new populations. Because providing quality care for 
individuals with complex care needs who are ineligible for PACE is 
a pressing and costly challenge for the U.S. health care system, BPC 
recommends that the federal government test a model of expanded 
PACE eligibility while also optimizing PACE for the currently eligible 
population. When designing the demonstration project, CMMI should 
include data collection, quality improvement, and transparency 

t	 Estimate is based on the Congressional Budget Office’s report, which found 
around 8% of full-benefit dually eligible beneficiaries were under the age of 65 
and were diagnosed with three or more chronic conditions in 2009. In 2019, there 
were around 8.7 million full-benefit dually eligible beneficiaries. BPC’s estimate 
assumes the same percentage of full-benefit dually eligible beneficiaries under 
the age of 65 with diagnoses with three or more chronic conditions in 2009 and 
2019. BPC did not find recent data on the number of full-benefit dually eligible 
beneficiaries under the age of 65 with disabilities, so BPC’s estimate likely over 
projects the number of full-benefit dually eligible beneficiaries under the age of 
65 with comorbidities and disabilities. 

https://www.congress.gov/bill/117th-congress/senate-bill/3626/text?r=18&s=1
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requirements, as outlined in recommendation IV, to build evidence for 
the model and learn from the demonstration project. This approach 
aims to ensure a timely response to the need for innovative models 
for individuals with complex needs while also ensuring the HHS 
secretary has sufficient data and monitoring capabilities to evaluate the 
demonstration project and report the results.

III.  Raise Consumer Awareness of PACE
To raise consumer awareness of PACE, this section recommends that CMS modify 
marketing guidance for PACE organizations seeking to expand their programs and 
implement changes to the Medicare.gov website to improve consumer education.  

A.	 CMS should allow established PACE organizations that are 
expanding their geographic service areas or adding a new PACE 
site to market their program earlier in the application process; this 
change would enable them to inform potential enrollees that the 
organization is working to bring a new PACE program or site to the 
service area. 

Currently, PACE organizations applying to expand their geographic 
services areas or open a new PACE site must follow the same marketing 
restrictions as entities seeking to become a new PACE organization.136 
Federal regulations prohibit applicants from marketing until CMS 
approves the applications.137 Under these requirements, PACE 
organizations must have finished building new, additional centers or 
have them operational, but they cannot market their expansion until 
CMS’s approval of the application is complete. A similar restriction 
applies to PACE organizations expanding their geographic service 
area. They cannot advertise until CMS approves the SAE and the PACE 
organization has received the amended program agreement.138

Expanding PACE is resource-intensive, and the application process 
takes several months. The process, as described in recommendation 
I.C., includes up to two 90-day clocks for CMS’s review but with 
no deadline for states to submit the State Readiness Review. For 
some PACE organizations, particularly nonprofits, the existing 
marketing requirements that restrict advertising before completion 
of the application process pose a barrier to expansion. PACE-eligible 
populations and other stakeholders serving potential PACE participants 
receive no notice that a PACE program is coming to the area, further 
delaying program enrollment and solvency once CMS approves 
the expansion.  

To address that challenge, CMS should allow established PACE 
organizations that have successfully completed their trial period 
to market their expansion during the application process. PACE 
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organizations seeking to expand are distinct from organizations 
applying to become first-time PACE providers. For example, PACE 
organizations applying to open an additional PACE site are already 
providing services and have experience developing marketing materials 
compliant with federal regulations. Thus, they should be allowed to 
market their anticipated expansion earlier in the application process. 
To support consumer protections, CMS should provide standard 
language to PACE organizations that clearly indicates the organization’s 
expansion is pending state and federal approval. This proposal would 
help PACE providers generate interest from potential participants earlier 
and enroll more individuals as soon as the center is open.

B.	 CMS should improve the Medicare.gov website to make it easier for 
users to navigate and to access information on PACE. This should 
include better integrating PACE in CMS’s existing “Find Plans” 
coverage tool.

One barrier to increasing PACE enrollment is consumer awareness of 
PACE. Medicare.gov is a central location that many older adults and 
their families use to understand Medicare’s coverage options. There 
is opportunity to improve the promotion of PACE on Medicare.gov to 
better ensure all PACE-eligible individuals know their coverage options 
and have the information necessary to choose the most appropriate 
coverage option. 

Despite recent updates to the CMS website, users must navigate multiple 
pages to receive information on PACE services and eligibility. CMS 
recently redesigned the “Get started with Medicare” page to include 
updated information comparing coverage options. CMS also revamped 
the “Find Plans” tool that guides users through questions to gather 
personalized information and directs users to Medicare options unique 
to their situations.139, 140 The “Find Plans” tool, which is promoted on 
the Medicare.gov homepage, does not include PACE organizations in 
its results. Instead, users must locate the “Looking for PACE plans?” 
hyperlink at the bottom of the search tool. This hyperlink brings users 
to the “PACE plans in your area” tool on Medicare.gov.141 Additionally, the 
“Coverage Options” resource page promoted on Medicare.gov contains no 
information on PACE. 

https://www.medicare.gov/basics/get-started-with-medicare
https://www.medicare.gov/plan-compare/#/?year=2022&lang=en
https://www.medicare.gov/plan-compare/#/pace?year=2022&lang=en
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Figure 3: Screenshots of the “Find Plans” and “Coverage 
Options” Webpages on Medicare.gov

Sources: Centers for Medicare & Medicaid Services,  
Explore your Medicare Coverage Options  

and Your Coverage Options 

CMS should streamline information on PACE on Medicare.gov and 
better integrate PACE in its existing “Find Plans” tool. CMS should also 
add information on PACE alongside the listings for original Medicare 
and Medicare Advantage directly on its “Coverage Options” webpage. 
Additionally, CMS should update its “Find Plans” tool to notify users if 
they reside in a PACE service area and display the “Looking for PACE 
Plans?” hyperlink more prominently on the “Find Plans” tool. Improving 
access to information of PACE on Medicare.gov will provide users with 
information to compare PACE to other coverage options.

https://www.medicare.gov/plan-compare/#/?year=2022&lang=en
https://www.medicare.gov/basics/get-started-with-medicare/get-more-coverage/your-coverage-options
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IV.  �Ensure and Demonstrate the Continued 
Value of PACE

To ensure and demonstrate the continued value of PACE, BPC recommends in this 
section that Congress and CMS strengthen transparency, quality improvement, 
and data collection for PACE programs. Providing quality care for individuals with 
complex health care needs is one of the most pressing challenges facing the U.S. 
health care system, and research suggests that expanding PACE has the potential to 
improve care for these individuals. However, as with all health care delivery systems, 
data collection and transparency are fundamental to making evidence-based policy 
and practice decisions. These recommendations are especially important because 
the PACE landscape is shifting, as the number of private equity-funded for-profit 
PACE organizations will likely increase. BPC also recommends reforms to improve 
alignment across programs serving dually eligible beneficiaries. 

A.	 To improve transparency and support quality improvement, 
CMS should require PACE organizations to publicly post quality 
improvement plans, including a date when the PACE organization 
last reviewed and posted its plan. CMS should also require PACE 
organizations to publicly indicate their entity status (e.g., for-profit 
or nonprofit) on the homepage of their websites.  

Data and quality improvement transparency are essential components 
to demonstrating the value of health programs. Currently, under federal 
law and regulations, PACE organizations must have a written quality 
improvement plan that its governing body (e.g., the board of directors) 
reviews annually.142, 143 Federal regulations require that the quality 
improvement plan, at a minimum, specify how the PACE organization 
proposes to identify areas to improve or maintain the delivery of services 
and patient care; develop and implement plans of action to improve or 
maintain quality of care; and document and disseminate to PACE staff 
and contractors the results from the quality improvement activities.144 
Also, the quality improvement program must include, at a minimum, 
use of objective measures to demonstrate improved performance across 
several areas detailed in regulation, such as utilization of PACE services; 
caregiver and participant satisfaction; outcome measures derived from 
data collected from assessments, such as data on functional status; 
effectiveness, and safety of services; and nonclinical areas.145 Although 
CMS requires that PACE organizations disseminate the quality 
improvement plans to PACE staff and contractors, many organizations’ 
plans are not accessible to stakeholders, such as prospective and current 
PACE participants and states.146 

There is also opportunity to improve transparency around PACE 
organizations’ entity type (e.g., for-profit or nonprofit). As for-profit PACE 
organizations increase, researchers, policymakers, and consumers stand 
to benefit from improved transparency of a PACE organization’s entity 
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type. For example, researchers could compare quality improvement 
plans between for-profit and nonprofit PACE organizations to monitor 
practice differences. Although some for-profit PACE organizations post 
information on their entity status, this information is often unclear or 
difficult to locate. 

To demonstrate the continued value of PACE and improve consumer 
transparency, CMS should require PACE organizations to publicly post 
their most recent quality improvement plans on their websites in an 
accessible manner. CMS should also require that PACE organizations 
include the date of the latest review of the improvement plan. To 
strengthen transparency of PACE organizations’ entity types, CMS 
should require PACE organizations to publicly indicate their entity type 
on their websites. PACE organizations should post this information 
clearly and prominently on the homepage of their websites. BPC 
also recommends that CMS provide standard language for PACE 
organizations to use.

B.	 To identify disparities, CMS should require PACE organizations to 
disaggregate their reported health outcomes and any standardized 
quality measures by race, ethnicity, sexual orientation, gender 
identity, primary language, and disability status.

As the older adult population continues to become more racially and 
ethnically diverse, some researchers believe that PACE is well positioned 
to align with the needs of PACE-eligible minorities.147, 148 Disaggregated 
data are necessary to comprehensively assess the value of PACE, including 
its ability to care for diverse populations. Currently, CMS requires that 
PACE organizations have a quality improvement program that includes, 
at a minimum, use of objective measures to demonstrate improved 
performance in several areas, including certain outcome measures.149 
As part of the quality improvement, PACE organizations must also meet 
or exceed minimum levels of performance established by CMS and the 
state on standardized quality measures, such as influenza immunization 
rates, specified in the PACE program agreement.150 CMS, however, does 
not require PACE organizations to submit the data disaggregated by race, 
ethnicity, sexual orientation, gender identity, primary language, and 
disability status. PACE’s current aggregated data submission limits CMS’s 
ability to identify and address disparities within the program.  

To identify disparities, CMS should require, to the extent feasible, 
that PACE organizations submit required health outcomes and any 
standardized quality measures disaggregated by race, ethnicity, sexual 
orientation, gender identity, primary language, and disability status. 
CMS should also encourage PACE organizations to include culturally 
competent strategies for addressing identified disparities in their quality 
improvement plan. 
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C.	 Congress should direct the HHS secretary to develop—in 
coordination with states, stakeholders, and policy experts—a 
voluntary set of procedure codes for frequently administered 
nonclinical PACE services. States would have the option of requiring 
PACE organizations to report on the set of procedure codes. 

As a fully capitated model, PACE providers are incentivized to provide 
services that address social determinants of health, which may include 
food, housing, and transportation. For example, a PACE organization 
might provide an air conditioner to help support a participant’s health. 
These nonclinical PACE services play an important role in enrollees’ care 
and are currently not captured by national procedure codes.u

Research suggests the role of nonclinical services might continue to 
grow in response to the COVID-19 pandemic. State Medicaid directors 
indicated an increasing focus on addressing social determinants of 
health, including among PACE-eligible populations.151 Although some 
states, such as Colorado, have started developing procedure codes for 
these nonclinical services, no comprehensive standardized procedure 
codes for nonclinical PACE services exist.152 

Congress should direct the HHS secretary to develop—in coordination 
with states, stakeholders, and policy experts—a voluntary set of 
procedure codes that captures a limited set of frequently administered 
nonclinical services delivered by PACE organizations. This would serve 
as an initial step toward exploring the value of a potential, longer-
term effort to develop a more comprehensive set of procedure codes for 
nonclinical PACE services. 

The procedure codes for the limited set of frequently administered, 
nonclinical PACE services should be broad enough to capture a wide 
range of activities. For example, if the HHS secretary develops a 
procedure code for transportation services, then PACE organizations 
would use this code for the nonemergency transportation of PACE 
participants regardless of duration, distance, or vehicle type. States 
would have the option of requiring PACE organizations to report on 
the set of procedure codes. Capturing these nonclinical services would 
further demonstrate PACE’s value and inform quality improvement 
initiatives. Additionally, standardizing procedure codes for nonclinical 
services would improve the consistency of PACE data reporting across 
states and allow for data comparisons. Encouraging consistency 
across states is particularly important at a time when some states are 
beginning to develop their own sets of procedure codes for PACE.

u	 Procedure codes are a uniform language used by health care providers and 
professionals to report services, procedures, supplies, and products they render 
to patients. Procedure codes inform claims, billing, and payments processes and 
help track public health. 



 49

D.	 To demonstrate and improve PACE’s value, Congress should allow 
CMS to use encounter data for oversight purposes and require 
that PACE organizations submit enrollee encounter data to CMS. 
Congress should also appropriate $20 million to CMS to award 
competitive grants to states to establish loan programs for PACE 
providers; the loans would fund the purchase or upgrade of 
EHR technology, the training of personnel on the use of EHR, and 
the improvement of the electronic exchange of health information. 
(See Appendix for a breakdown of the cost estimate.) 

Some states may already require PACE organizations to submit 
encounter data, but there is no federal requirement for PACE 
organizations to collect or submit encounter data with one exception: 
PACE organizations must collect and submit encounter data to CMS to 
help the agency calculate risk-adjusted payments to the organizations. 
CMS generally does not receive PACE organizations’ encounter data since 
there is no standardized automatic collection process. Encounter data, 
which require health IT, are essential for measuring and monitoring 
Medicare and Medicaid finances, service utilization, and quality.153 
Although CMS does not require PACE organizations to submit encounter 
data, CMS requires many other Medicare and Medicaid programs to do 
so. For example, Section 4753(a)(1) of the BBA requires states to submit 
Medicaid managed care encounter data as well as fee-for-service claims 
information to CMS.154 CMS, through federal guidance, and Congress, 
through Section 6504(b) of the Affordable Care Act, have strengthened 
these reporting requirements. 155 Similarly, Medicare Advantage plans 
and the Financial Alignment Initiative demonstration’s Medicare-
Medicaid Plans are required to submit encounter data to CMS.156, 157

To demonstrate and improve the value of PACE, Congress should require 
states to submit accurate, complete, and timely enrollee encounter 
data to CMS. As PACE grows, the need to measure and improve its 
value grows as well. Submission of encounter data will allow CMS to 
evaluate the effectiveness of PACE. To continue to measure PACE’s 
value, Congress also should allow CMS to use encounter data for audit 
and oversight purposes, as that is not clearly established as part of 
CMS’s regulatory authority to monitor PACE.158 Some stakeholders have 
indicated that PACE organizations’ health IT could require updates to 
comply with this requirement; Congress should therefore allow a grace 
period for PACE organizations to update their technology. 

Additionally, Congress should provide $20 million to CMS to create state 
loan programs for PACE providers, similar to state loan programs under 
the Health Information Technology for Economic and Clinical Health 
Act (HITECH).159 To be eligible for the grants, states must establish a 
health IT loan fund, submit a written plan describing how the state 
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intends to use the federal funds, and provide at least $1 for every $5 of 
federal funding. Under the state loan program, states would use the 
federal grants to loan money to PACE providers for enhancing their 
health IT. The Health IT loans would help PACE providers purchase or 
upgrade EHR systems that meet federal certification, train personnel on 
the use of EHRs, and improve the electronic exchange of information. 

E.	 CMS should publicly post Medicare and Medicaid spending 
data on PACE and disaggregate data by payer type and 
consumer demographics. 

Policymakers and researchers need data on Medicare and Medicaid’s 
spending on PACE to measure the value of the model as it grows. 
This federal and state data allow researchers and policymakers to 
learn how spending on the PACE population compares to the amount 
that would have been spent if this population received care through 
another program or plan, such as a D-SNP. Data are especially helpful 
when broken down by payer type (e.g., state or federal) and consumer 
demographic (e.g., race, ethnicity, or disability status). Although there is 
some public federal and state spending data on PACE, much of the data 
are difficult to locate, outdated, or incomplete (e.g., does not disaggregate 
by payer type or consumer demographic). For example, the annual CMS 
Medicaid Financial Management Report indicates the total federal and 
state Medicaid spending on PACE, but this data present only a partial 
picture of total federal spending on PACE, because the model is also 
financed by Medicare payments.160 BPC did not find public data on 
Medicare spending for PACE. 

CMS should publicly post Medicare and Medicaid spending data 
on PACE, disaggregating the data at the payer type and consumer 
demographic level. CMS collects the data necessary to publish a resource 
consolidating federal and state spending on PACE. As noted above, CMS 
already publishes federal and state Medicaid spending on PACE, but 
it does not publish federal Medicare spending on the program. States 
submit their PACE Medicaid spending data via CMS-64 forms to the 
CMS Data Center and the Medicaid database. Through this process, CMS 
has data on federal and state Medicaid spending on PACE. Additionally, 
CMS has information on federal Medicare spending on PACE since 
Medicare pays for PACE. By publishing a resource that consolidates 
Medicare and Medicaid spending on PACE and disaggregating data 
by payer type and consumer demographic, CMS would provide 
policymakers and researchers with the data necessary to assess the 
value of PACE more easily as it grows.  

https://www.medicaid.gov/medicaid/financial-management/state-expenditure-reporting-for-medicaid-chip/expenditure-reports-mbescbes/index.html
https://www.medicaid.gov/medicaid/financial-management/state-expenditure-reporting-for-medicaid-chip/expenditure-reports-mbescbes/index.html
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F.	 Congress should ensure the inclusion of diagnoses obtained 
through audio-only telehealth when determining risk adjustment 
for PACE participants who have established relationships with PACE 
providers during the COVID-19 PHE.

PACE participants have a greater risk of morbidity and mortality 
related to communicable diseases, including COVID-19, and PACE 
organizations can utilize audio-video or audio-only (telephone visits 
without video) telehealth to reduce PACE participants’ risk of infection. 
During the COVID-19 PHE, CMS expanded Medicare coverage for 
audio-only services, but it has not allowed PACE organizations to 
use diagnostic information obtained via audio-only telehealth visits 
in determining risk adjustments. Notably, the Center for Consumer 
Information and Insurance Oversight allows plans on the federal health 
insurance marketplace to use data obtained via audio-only visits when 
determining risk adjustments.  

By excluding diagnostic information obtained from audio-only 
telehealth visits, CMS relies on incomplete data to calculate PACE 
organizations’ monthly payments. Payment miscalculations can have a 
significant impact on PACE programs because many programs enroll a 
small number of participants. 

Any reform allowing PACE organizations to use diagnostic information 
obtained through audio-only telehealth in determining risk adjustment, 
however, may negatively affect care quality and should thus include 
certain limitations to balance access to care and quality. 

One concern that policymakers, payers, and providers have raised is 
that audio-only visits are of lower quality than audio-video telehealth or 
in-person visits and present risks of overuse and fraud for the Medicare 
program.v, 161 If data ultimately suggest those concerns are valid and 
audio-only diagnoses are included in determining risk adjustment, then 
PACE programs could have an incentive to conduct more audio-only 
telehealth visits. Lower quality care could then result. 

A competing concern is that the exclusion of audio-only diagnostic 
information may encourage PACE organizations to underutilize 
telehealth services for PACE participants and thus serve as a barrier 
to accessing care. PACE participants generally include frail, older 
adults who may have functional limitations or cognitive impairment, 
and many of these individuals may not have access to or the ability 
to use technology that allows both audio and visual communication. 
For example, PACE participants with cognitive limitations may only 

v	 BPC plans to release a digital health report in the fall of 2022. This report will 
include additional evidence-based federal recommendations for the effective use 
of telehealth beyond the COVID-19 PHE.
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have access to audio-only telehealth visits. Older, rural, poorer, and 
minority populations are also disproportionately affected by barriers to 
technology that requires audio-visual communication.162 Also, promoting 
telehealth has been particularly important during the pandemic, as older 
adult populations, such as the PACE population, are at the highest risk of 
COVID-19 infection and mortality.

To ensure accurate monthly payments while balancing the quality of 
and access to care, Congress should allow CMS to utilize diagnostic 
information obtained via audio-only telehealth for risk adjustment 
purposes throughout the COVID-19 PHE. Under this policy, PACE 
providers should only utilize audio-only telehealth when the 
provider has an established relationship with the PACE participant 
and it is clinically appropriate to utilize audio-only services. BPC’s 
recommendation underlies the importance of using complete diagnostic 
information to calculate PACE organizations’ risk adjustments while 
also reducing the risk of overusing audio-only telehealth. A similar 
policy proposal is included in the bipartisan Ensuring Parity in MA and 
PACE for Audio-Only Telehealth Act of 2021 (H.R.2166).w 

G.	 Congress should appropriate $15 million in additional resources to 
CMS to support CMS and states’ administrative activities related 
to the appropriate growth of PACE; these resources could include 
hiring additional staff, improving operations, and providing 
technical assistance. (See below and Appendix for specific activities 
and a breakdown of the cost estimate.)   

To account for an expected increase in CMS and states’ administrative 
activities resulting from the growth of PACE, BPC recommends that 
Congress appropriate $15 million in additional resources to CMS for 
federal and state administrative activities, as follows: 

•	 $2 million for hiring additional CMS staff for processing and 
reviewing PACE applications: BPC’s recommendations to improve 
the PACE application process will increase the volume and frequency 
of applications and decrease CMS’s time to review these applications. 

•	 $7 million for hiring additional CMS staff for PACE audits and 
oversight: As the number of PACE programs increases, CMS will also 
experience an increase in audit and oversight responsibilities, which 
will require additional staff and dedicated staff time. 

w	 The Ensuring Parity in MA and PACE for Audio Only Telehealth Act of 2021 
(H.R.2166) is sponsored by Rep. Terri A. Sewell (D-AL-7). It is co-sponsored by 27 
Democrats and 24 Republicans. It was introduced on March 24, 2022 and referred 
to the House Ways and Means Subcommittee on Health; and the Energy and 
Commerce Subcommittee on Health. 

https://www.congress.gov/bill/117th-congress/house-bill/2166/text?q=%7B%22search%22%3A%5B%22HR+2166%22%5D%7D&r=1&s=1
https://www.congress.gov/bill/117th-congress/house-bill/2166/text?q=%7B%22search%22%3A%5B%22HR+2166%22%5D%7D&r=1&s=1
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•	 $2 million for improving federal program operations: The growth 
of PACE will increase federal costs related to program operations, such 
as training personnel, systems updates, and other operating costs. 

•	 $3 million in additional resources to states to hire staff 
responsible for PACE applications and oversight: Some states 
might need additional resources to hire more staff or dedicate greater 
staff time to PACE applications and oversight. To receive funding, 
states must submit a plan describing how they plan to use the money 
to support administrative activities related to growing PACE. In 
reviewing the applications, CMS should consider each state’s current 
PACE landscape and opportunities for PACE expansion within the 
state. For example, a state close to reaching its PACE enrollment cap 
will likely consider fewer applications and require less additional, 
administrative resources than a state rapidly expanding its 
PACE program.

•	 $1 million to provide technical assistance to states on the 
following topics: 

Reviewing, administering, and evaluating PACE programs—With 
the expansion of PACE and recommended efforts to collect more 
PACE organizations’ encounter data, CMS should strengthen 
its technical assistance to support states implementing and 
evaluating PACE. It is important to increase federal technical 
assistance efforts to help state policymakers better understand 
the value of PACE and identify opportunities for their PACE 
programs. CMS’s technical assistance would help states, 
for example, utilize the encounter data to inform the state’s 
Medicaid risk adjustment, study disenrollment in PACE, and 
establish quality improvement initiatives that may include 
capitation bonuses to PACE organizations meeting quality 
improvement benchmarks.

Establishing or growing PACE programs—Although CMS provides 
some technical assistance to PACE providers and states interested 
in establishing or growing programs, this technical assistance 
can be streamlined and improved. For example, CMS currently 
posts different application information across Medicaid.gov, CMS.
gov, and the Division of Medicare Advantage Operations portal; 
as a result, applicants cannot locate all application information 
in one location. Additionally, information on PACE applications is 
scattered across separate guidance documents. This fragmented 
technical assistance poses a barrier for PACE applicants and 
states reviewing applications. PACE applicants often hire 
consultants to navigate the application process, which can be 
particularly costly for a new, nonprofit PACE organization. States 
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and PACE providers also expressed some difficulty identifying 
a standard CMS contact for application questions. Since PACE 
applications are submitted on a quarterly timeframe, challenges 
navigating the process could result in delayed submissions, which 
would require the applicant to restart the application process the 
next quarter.  

CMS should streamline its PACE application guidance by 
creating a PACE application toolkit and checklist to help 
applicants successfully navigate the process in a timely manner. 
Additionally, to ensure PACE organizations and states can easily 
locate comprehensive guidance, federal websites containing 
PACE information should consistently include references to other 
federal websites that contain PACE information. CMS should 
also clearly post contact information for PACE questions from 
applicants and states.

Clarifying marketing requirements—The review process for a 
PACE organization’s marketing includes a review by the state’s 
administering agency and the CMS regional office to ensure 
marketing materials comply with federal regulations at 42 CFR 
§ 460.82. Although CMS released revised marketing guidance in 
March 2022, stakeholders noted receiving inconsistent feedback 
and approval on marketing materials and outreach activities.163 
PACE organizations cited a need for clearer guidance on the 
content that can be included in marketing materials. CMS should 
provide example or template marketing materials to demonstrate 
compliant marketing materials.

H.	 Congress should provide MMCO with funding and regulatory 
authority to establish and oversee full integration in all programs 
serving dually eligible beneficiaries, including PACE. 

Under the 2018 Bipartisan Budget Act, Congress established that MMCO 
is responsible, subject to the final approval of the secretary of HHS, 
for developing regulations and guidance related to (i) implementation 
of a unified grievance and appeals process for D-SNPs and (ii) the 
integration or alignment of policy and oversight under the Medicare and 
Medicaid programs regarding D-SNPs. Although CMS develops PACE 
regulations with input from MMCO, Congress did not provide the office 
with regulatory authority related to PACE. Also, the lack of staffing and 
resources requires MMCO to rely on other offices within CMS for many 
functions. Without full authority to establish and oversee integration in 
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all programs serving dually eligible individuals, including PACE, these 
offices can hinder the full integration of services and create differing 
requirements for the various integration models, potentially leading to 
unintended consequences.

Congress should provide authority to MMCO, subject to the final 
approval of the secretary of HHS, to issue regulations and guidance 
related to all dual eligible programs, including PACE; to serve as a full 
partner with states seeking to integrate care; and to implement the 
federal fallback program proposed by BPC in previous reports. This 
transfer of authority will require a strong commitment from the HHS 
secretary and the CMS administrator. Congress should also appropriate 
additional resources to CMS to support MMCO’s staffing needs related to 
its increased responsibilities.x

Conclusion 

PACE is a comprehensive, home and community-based care model that has 
long received bipartisan support in Congress. While PACE currently serves a 
relatively small number of Medicare and Medicaid beneficiaries, the program 
has demonstrated its value as a fully integrated, flexible model with potential 
to improve health outcomes and reduce costs. Policymakers should work 
together to advance bipartisan policy solutions that will address barriers to the 
appropriate spread and scale of PACE. To that end, we hope that policymakers 
will consider the bipartisan set of federal policy reforms in this report to 
improve access to and enrollment in PACE to better meet the LTSS needs of the 
rapidly aging U.S. population, and to improve care for populations with high 
rates of chronic illness, including the dually eligible population. 

x	 The amount should be sufficient to ensure MMCO has adequate staffing and 
resources to meet its increased responsibilities, but BPC does not have enough 
data to estimate the specific amount that may be necessary. 

https://bipartisanpolicy.org/report/a-policy-roadmap-caring-for-those-with-complex-needs/ 
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BPC’s Report Recommendations and Estimated Federal Costs*

Description Cost Rationale

Estimated 
Cost in Millions 
(Frequency of 
Cost)

Recommendation I.E.

Congress should establish a grant 
program similar to the 2006 Rural 
PACE Provider Grant Program and 
appropriate $15 million to organizations 
to help establish new nonprofit 
PACE sites in regions with low PACE 
penetration rates or disparate access 
to PACE. Grantees—up to 15 new, 
nonprofit PACE organizations—should 
be eligible to receive up to $1 million 
under the grant. 

The PACE Plus Act (S. 1162) includes $30 million of funding 
for up to 30 new PACE programs, which aligns with the 2006 
Rural PACE Provider Grant Program when adjusted for 
inflation. BPC recommends half the number of new PACE 
programs, so BPC recommends Congress appropriate 
$15 million. 

$15

(one-time cost)

Recommendation IV.D.

To demonstrate and ensure the 
continued value of PACE, Congress 
should allow CMS to use encounter data 
for oversight purposes and require that 
PACE organizations submit enrollee 
encounter data to CMS. Congress 
should also appropriate $20 million to 
CMS to award competitive grants to 
states to establish loan programs for 
PACE providers to purchase or upgrade 
EHR technology, train personnel 
on the use of EHR technology, and 
improve the electronic exchange of 
health information.

BPC estimates the cost of purchasing and installing an EHR 
technology in 2022 is around $64,500 per provider. This 
estimate is based on the Office of the National Coordinator 
for Health Information Technology’s estimates between 
2003-2007; the median value for providers to purchase and 
install an EHR was around $42,500 in 2005.164 BPC did not 
find more recent EHR purchase and installation prices per 
provider, so this report uses this estimate and adjusts for 
inflation between 2005 and 2022. BPC estimates the total 
cost of purchasing and installing EHR technology for all 
PACE sites is around $18 million. This estimate is based on 
the total number of PACE sites in 2022.165 

To account for assumptions, such as one PACE provider at a 
PACE site, BPC recommends Congress allocate $20 million.  

$20 

(one-time cost)

Recommendation IV.G.

Congress should appropriate $15 million in additional resources to CMS to support CMS and states’ administrative activities 
related to the appropriate growth of PACE, as follows:

Congress should appropriate $2 
million for hiring additional CMS 
staff for processing and reviewing 
PACE applications.

BPC’s estimate is based on CMS’s request to hire additional 
full-time equivalent staff in which the estimated cost of 
hiring one FTE is $200,000.166 BPC’s estimate assumes CMS 
would need to hire an additional FTE in each of its 10 HHS 
regional offices.

For FY2023, CMS requested Congress allocate $844.1 million 
to CMS for hiring 4,518 direct FTEs. Accordingly, BPC 
assumes that one FTE would cost roughly $200,000, but we 
recognize that the cost for an FTE to process and review 
PACE applications may be notably less than that estimated 
average cost for an FTE.  

$2 

(annual cost)

Congress should appropriate $8 million 
for hiring additional CMS staff for 
PACE audits and oversight.

CMS requested $6.6 million to improve oversight of PACE in 
FY2023.167 BPC’s recommendations would expand PACE, so 
we estimate that CMS will require additional funds above 
that amount to reach roughly $8 million.

$8 

(annual cost)

Appendix 
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Description Cost Rationale

Estimated 
Cost in Millions 
(Frequency of 
Cost)

Congress should appropriate 
$1 million for improving federal 
program operations.

BPC’s calculation is based on the estimated cost of 
modifying federal operations for other Medicare programs. 

$1 

(annual cost)

Congress should appropriate $3 million 
in additional resources to states to hire 
staff responsible for PACE applications 
and oversight.

BPC’s estimate assumes each of the 32 states operating 
PACE as of August 2022 will require one additional FTE to 
review and implement PACE. BPC’s estimate is based on 
the average salary of state employees in 2020, which was 
around $66,000. BPC’s estimate allocates a significant 
amount of money to account for assumptions and variations 
between states. 

$3

(one-time cost)

Congress should appropriate $1 
million to provide technical assistance 
to states on the topics outlined in 
this report.

BPC’s calculation is based on the estimated cost of 
enhancing technical assistance to states for similar 
Medicaid programs.

$1 

(annual cost)

TOTAL  
(ONE-TIME): $38

TOTAL**  
(ANNUAL): $12

*The estimates in this table are rough approximations of potential federal costs that may be associated with federal policy 
recommendations in this report. BPC does not suggest that the estimates in this table will be the actual costs of each federal 
policy recommendation. A more detailed cost analysis should be performed to determine the appropriate federal cost of each 
recommendation. The purpose of these rough estimates is to provide a starting point for such an analysis.
**BPC has not included in this table its recommendation to provide MMCO with funding and regulatory authority to establish 
and oversee full integration in all programs, including PACE, serving dually eligible beneficiaries. Any funding that Congress 
appropriates for this purpose would add to the total costs outlined in this table. 
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