APPENDIX K

Medicaid Nursing Facility Reimbursement, Department of Human Services, June 3, 1998
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APPENDIX L

Letter from Michael McNeil to Health and Human Services Committee regarding LD
991 and 1291, dated April 2, 1997






BD BERRY, DUNN, McNEIL & PARKER

CERTIFIED PUBLIC ACCOUNTANTS
MANAGEMENT CONSULTANTS

100 Middle Street / P.O. Box 1100, Portland, Maine 04104-1100 / (207) 775-2387 / FAX (207) 774-2375

April 2, 1997

Health and Human Services Committee

Maine Legislative
Augusta, ME 04333

Re:  Public Hearing of April 1, 1997
Comments in Opposition to LDs 991 and 1291

Committee Members

We serve as consultants on financial and third-party payor payment matters to a significant portion
of Maine long-term care providers and to the Maine Health Care Association. It is in this capacity we
offer comment in opposition to LDs 991 and 1291.

LDs 991 and 1291 consist of one sentence each which, depending on the mechanics of implementa-
tion, will have devastating financial effects on either Maine’s 140 nursing facilities, the State’s Med-
icaid expenditures, or both. Each of these bills require all nursing home residents (or their payor
program) to be charged the same rates for similar services. There is no direction contained in either
bill indicating how this result is to be accomplished, which indicates an absence of analysis and
evaluation of what the consequences of implementation might breed. One of the implications inherent
in these bills is that the Medicaid payment methodology is currently (or would be changed to) one
which provides a sufficient amount of revenues to meet nursing facilities' reasonable and necessary
operating expenses, make debt service payments related to property mortgage loans, generate re-
quired working capital, and provide a reasonable return on investment sufficient to attract and retain
the capital required to sustain the supply of services necessary to meet current and future demand.
The Maine Medicaid rate-setting process does not currently produce such a payment.

Financial Impact

Medicaid beneficiaries constitute approximately 77% of the Maine resident days of care in nursing
facility licensed beds. Medicare program beneficiaries are approximately 6% and self-pay residents
are approximately 17% of the total resident days. The payment rates applicable to both the Medicare
and Medicaid programs are not designed to recognize and pay for the proportionate share of the
total cost of operations applicable to program beneficiaries’ utilization. While each of these programs
has different regulations governing the amount that will be paid for nursing care rendered to program
beneficiaries, the rate for both programs covers only that portion of total operating costs defined in
the respective regulations as being “allowable costs,” and limitations in the form of maximum peer
group caps are imposed on certain “allowable cost” categories to limit actual payment to less than
“allowable costs.” Medicaid “allowable costs” are 98% to 95% of total allowable costs, and peer
group payment limits currently reduce the actual payments by an additional estimated 5%.

Bangor. Main Poyrland Mame Letar . Novwe Hampshire Mancresier, New Humpenr © essmouth, New Hame
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Maine Legislative

April 2, 1997

Page 2

Based on the most recent information available to us from Medicaid cost reports for the twelve-
month period ended August 31, 1996, the information in the enclosed Schedule A reflects the current
financial status of Maine nursing facilities and the potential consequences of implementation of these
proposed bills. As reflected in Schedule A, the Medicaid program currently pays only 72% of “al-
lowable costs” while utilizing 77% of the resident days resulting in a $16.7 million cost shifting to
self-pay residents. In addition, the Medicaid program recognizes no portion of costs incurred that are
not defined as “allowable costs” (estimated to be between $6 and $16 million per year, but not
included in the Schedule A analysis).

To accomplish the directive of the proposed legislation, the self-pay rate must be decreased to the
amount of the Medicaid rate, the Medicaid rate must be increased to the self-pay rate, or both rates -
must be adjusted to meet somewhere in between the current amounts. As reflected in Schedule A,
the first option would create an $18 million deficiency in nursing facility revenues compared to the
defined “allowable costs” deemed by Medicaid to be essential for resident care and provide no
contribution to the remaining $6 to $16 million of operating expenses not recognized by the Medic-
aid program. No nursing facility, or any other business for that matter, could continue operating in
these circumstances. The second and third options, increase Medicaid rates to the current average
self-pay charge, or increase Medicaid rates to a lessor amount to which the self-pay charge might be
reduced, would cost the Medicaid program several million dollars, the specific amount being depend-
ent on the amount of increase in the rate.

We all want more for less and prefer someone else pay for our usage. However, when one consumer
group is able to procure services for less than its proportionate share of the cost of delivering the
product or service, the remaining users must bear more than their proportionate share if the products
or services are going to be available. The citizens of Maine have consciously or unconsciously
structured a Medicaid payment system that demands a subsidization by self-pay consumers because
the Medicaid payment structure is purposefully designed to pay less than its proportionate share of
the cost of nursing facility services and health care services in general.

Administrative Cost

The process of rate-setting that would be required to execute the proposed legislation will not be as
simple as portrayed in the language of LDs 991 and 1291 or in Schedule A, and it is not one that will
operate without creation of @ new bureaucracy to monitor and govern it. The best example of a
similar process we have experienced was the Maine Health Care Finance Commission (MHCFC)
established in the early 80s to set annual revenue limits for hospitals, a regulatory concept not sub-
stantially dissimilar to rate equalization contemplated in LDs 991 and 1291. The effectiveness and
appropriateness of this process is evidenced by the fact the legislature dissolved MHCFC in 1996.
MHCFC was initiated based on a projection of 5 to 6 staff required and an annual budget of
$600,000. Within three years the operating expenditures increased threefold, and at its peak there
were approximately 30 staff persons required to monitor revenue limits for 43 hospitals. In compari-
son, there are approximately 130 freestanding nursing facilities, plus another 10 hospital-based
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nursing facility units, a much bigger opportunity to syphon off scarce dollars otherwise available for
consumer health care.

Existing State Commitments and Statutes

The last issue we want to bring to the Committee’s attention is the prior commitments of the State
that would be compromised by the consequences that could germinate from this proposed legislation.
The Maine Health and Higher Educational Facilities Authority (MHHEFA) was authorized by 1991
legislation to function as the agent for bond issues related to capital expenditures and refinancings for
credit worthy proprietary and non-profit nursing and residential care facilities (a service historically
provided to hospitals and municipalities). The program affords qualified nursing and residential care
providers an opportunity to access capital from markets not previously available at attractive interest
rates. More than 35 nursing facilities participate in the financing program with existing outstanding
debt of approximately $142 million. We work with most of these borrowers. Use of the program has
resulted in total interest expense savings to participants since inception estimated to be $30 million,
which has correspondingly resulted in reduced Medicaid payments to nursing facilities of approxi-
mately $23 million. All capital expenditures and refinancing funded through MHHEFA received prior
approval from the Maine Department of Human Services. :

Two elements of this MHHEFA financing are particularly important. First, part of the collateral
enhancement for these bonds is the moral obligation of the State of Maine to support bond payments
due to bond holders if the borrowers are unable to repay borrowings and existing reserve funds are
insufficient to do so. Should the Legislature decline to appropriate funds that might become neces-
sary to meet this obligation, its credit rating would be severally jeopardized resulting in increased
interest expense attached to future State borrowings for other purposes. The current financial condi-
tion of Maine nursing facilities is precarious due to the rapid occupancy decline from 98% to 85%
since 1994. There are currently 15 to 20 facilities which are participants in the MHHEFA bond issues
that are unable to meet the prescribed bond covenant requiring a debt service coverage ratio of 1.25.
The State average debt service coverage ratio was only 1.2 in 1994, substantially below the national
average of 2.1, and this ratio has deteriorated further in 1995 and 1996 as occupancy has declined.
Any further deterioration of revenues will breed default.

Second, there is a section of the enabling Statutes for MHHEFA, Title 22, Section 2072, which
appears to preclude the Legislature from taking any action that could impair the ability of any bor-
rower under the MHHEFA program to meet their obligations under the bonds. A copy of that
section of the Statutes is enclosed for your reference. A reduction in charges to self-pay residents
pursuant to the proposed legislation would certainly impair the ability of the borrowers to make
required payments and would, therefore, appear to violate the commitments and assurances the State
has previously enumerated in existing State law.
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We appreciate the Committee’s consideration of the information offered herein during its delibera-
tions, and we are available for further discussion of these issues.

Sincerely,

BERRY, DUNN, MCNEIL & PARKER

By: /\M 7//7{4/

Mithael T. McNeil

/ajb
Enclosures

cc: Senator Rochelle Pingree, Majority Leader



Schedule A

Maine Nursing Facilities
Illustrative Financial Data
Based on Information from Medicaid Cost Reports
Fiscal Years Ended During Twelve-Month Period
September 1, 1995 to August 31, 1996

Resident Daily
Days Rate Total
Current
Total “allowable operating costs” reflected
on Medicaid cost reports (Note: estimated
total operating costs are $6 to $16 million ,
higher) . 3.028.497 $110 $334,000.000
Estimated Payments
Medicaid program per cost reports 2,319,751 104 242,000,000 (72%)
Medicare and VA contract days based on
estimated average daily rate equal to
“Allowable operating cost” 204,726 110 22,500,000 (6%)
Self-pay at estimated average charge for
semi-private room 504,020 140 70,500,000 (22%)
3,028,497 335,000,000
Resident payments in excess of “allowable
operating costs” defined by Medicaid v 1,000,000
Proposed Rate Equalization
Reduced revenue if self-pay rates reduced to
Medicaid rates:
Impact on self-pay payments $140 - $104 = $36 x 504,020 (18,140,000)
Impact on Medicare payments by application
of lower of cost or charges $110 - $104 = $6 x 204,726 (__1,200,000)
Total estimated reduced revenue (_19,340,000)

Deficiency of revenues in relation to “allowable operating expenses” $(_18,340,000)
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HUMAN SERVICES
Title 22

iue and payable, and to create
atithorizing, or trust agreement
rents, fees and charges are not
*ssion, board, body, bureau or
unt of the revenues derived in

, Je necessary to pay the cost of
and for renewals, replacements,
~wovided for in the resolution
1 the trust agreement securing
provided in such resolution or
ledged to, and charged with, the
r notes as the same become due,
1 by call or purchase as therein
vhen the pledge is made; the
er money so pledged and later
lien of such pledge without any
1 the lien of any such pledge is
\d in tort, contract or otherwise
nave notice of the lien. Neither
'ment nor any lease by which a
ords of the authority. The use

» similar fund are subject to the
es-or of such trust agreement.
ach trust agreement, such sinking
s issued to finance projects at a
institution for higher education
_.Jed the authority in any such
- or other similar fund is the fund
ll sarticipating institution for
L. roject and may, additional-
bordinate lien in respect of the
authority, and, in such case, the
As in respect of such subordinate

tes
‘or “participating hospital, participat-
y mental health facility”, whereve_r
1d substituted “security aughorized in
" for “security herein authorized”.

nds, notes and other obligations
.ay enter into contracts witp the
limit, alter, restrict or impair the
‘ng health care facilities and the
astruct, reconstruct, maintain and
., revise, charge and collect rates,
r necessary to produce sufficient
ion of the project and to fulﬁll_the
»nds, notes or other obligations
xho may enter into contracts with
~air the rights or remedies of the
narties until the bonds, notes apd
. notes and other obligations, with

g}r‘agﬂﬂ FACILITIES AUTHORITY 22 § 2075
. 41

interest on any unpaid installment of interest and all costs and expenses in connection with an
action or proceeding by or on behalf of the bondholders, are fully met and discharged and
such contracts are fully performed on the part of the authority. Nothing in this chapter
precludes such limitation or alteration if and when adequate provision is made by law for the
protection of the holders of such bonds, notes or other obligations of the authority or those
entering into such contracts with the authority. The authority is authorized to include this
pledge and undertaking for the State in such bonds, notes or other obligations or contracts.
1993, ¢. 390, § 28. '

Historical and Statutory Notes
Amendments

1993 Amendment. Laws 1993, c. 390, § 28, in
the 1st sentence, substituted “participating health
care facilities” for “participating hospitals”. .

§ 2075. Maine Health Facilities’ Reserve Fund . -

1. Maine Health Facilities’ Reserve Fund. The authority shall establish and maintain a
reserve fund called the “Maine Health Facilities’ Reserve Fund”.in which is deposited all
money appropriated by the State for the purpose of that fund, all proceeds' of bonds required
to be deposited in the fund by terms of any contract between the authority and its
bondholders or any resolution of the authority with respect to the proceeds.of bonds and any
other money or funds of the authority that the authority determines to deposit in the fund
and any other money made available to the authority only for the purposes of the fund from
any other source or sources. ' .

[See main volume fOT Al MR I:a_‘!_‘\iq;:

B. As used in this chapter, “required debt service reserve” means, as of any date of
computation, the amount or amounts required to be on depesit in the reserve fund as
provided by resolution of the authority. For purposes of this chapter, the amount of any
letter of credit, insurance contract, surety bond or similar finaneial undertaking available
to be drawn upon and applied to obligations to which money in the reserve fund may be
applied is deemed to be and must be counted as money in the Maine Health Facilities’
Reserve Fund, capital reserve funds or any other reserve fund as provided by resolution
of the authority. The required debt service reserve is, as of any date of computation, an
aggregate amount equal to at least the largest amount of money required by the terms of
all contracts between the authority and holders of bonds secured by the reserve fund to
be raised in the current or any succeeding calendar year for:

(1) The payment of interest on and maturing principal of that portion of outstanding
bonds secured by the reserve fund; and :

(2) Sinking fund payments required by the terms of any such contracts to sinking
funds established for the payment or redemption of those bonds.

[See main volume for C; 2]
1995, ¢. 179, § 4.

Historical and Statutory Notes
Amendments

1995 Amendment. Laws 1995, ¢. 179, § 4, in
subsec. 1, par. B, the first par., provided that if
certain financial instruments were available to be
drawn upon and the amount applied to obligations

to which money in the reserve.fund could be
applied to, this amount must also be counted as
money in the Maine Health Facilities’ Reserve
Fund, capital reserve funds or any other reserve
fund as provided by the authority.

149




Maine, Minnesota, and North Dakota |
Summary of Comparable Financial Ratios
Based on 1994 National Data (1)

National North
Average Maine Minnesota Dakota
Average licensed beds per facility 100 66 92 92
State ranking 50th 37th 37th
. Occupancy 93.99% - 95.45% 97.57% 97.57%
Medicaid utilization 71.66% 80.61% 66.82% 58.78%
State ranking 10th 35th 48th
Average salary and benefits per FTE $21,801 = $28,104 $23,783 $20,087
Direct care expense per day $29.38 $35.54 $35.51 $29.28
State ranking 12th 13th 30th
Administrative and general expense
per day $22.19 $16.18 $21.58 $21.13
State ranking 48th 27th 33rd
Profit margin 3.48% 1.6% 3.438 2.22%
State ranking 39th 13th 30th
Current ratio ‘ 1.50 1.09 1.41 1.83
State ranking 50th 24th 10th
Debt service coverage ratio 2.12 122 N/A 248
State ranking 49th N/A 21st

(1) All data abstracted from “The Guide to the Nursing Home Industry” 1994 Edition by HCIA, Inc,,
. and Arthur Anderson, LLP.
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Maine, Minnesota, and North Dakota
Summary of Relevant Medicaid Rate-Setting Methodology Issues

North
Maine Minnesota Dakota
Average reimbursement rate $104.23 (1) $95.61 (3) : $79.92 (3)
Less Gross Receipts Tax _ 159 @) I e
96.64 95.61 79.92
Average nursing hours per resident day 39 (2 33 (3) 2.8 (3)
Average hourly wage rate and fringe
benefits
RN 15.53 (2) 16.39 Not available, but
LPN 11.91 11.69 but indicated
Aide 7.95 8.35 as being much lower
Fringe benefits 13.15 6.74 than Minnesota (3)
Acuity Maine includes Report states Minnesota has
costs of Medicare larger percentage of residents
SNF units : requiring assistance with
ADLs than North Dakota.
No discussion about Medicare
SNF care at all. 3)
Average mark-up in self-pay charges 24% - 34% (2) Report indicates average

mark-up in other states
range between 10% - 35%. 3)

Major Medicaid rate calculation differences

Resident or facility specific rate  Average daily Resident Resident
rate per facility specific rate, specific rate,
11 case 16 case
mix rates (3) mix rates (3)

(1) Net final average rate per day after retrospective annual settlement of direct care and fixed costs
for 127 freestanding nursing facilities based on unaudited cost reports filed for fiscal years ending
during twelve-month period ended August 31, 1996.

(2) State average based on BDM&P data base of Medicaid cost reports.

(3) Abstracted from summary of “Nursing Home Rates in the Upper Midwest,” January 1997, Office
of the Legislative Audits, State of Minnesota.



Maine, Minnesota, and North Dakota
Summary of Relevant Medicaid Rate-Setting Methodology Issues

Property costs

Base year for direct, indirect,
and routine rate components

Limits
Direct
Indirect
Routine

Retroactive settlement

Provider share of difference
between actual cost and limit
built into rate

Profit factor

State payment in excess of limit

Average rate

(conciuded)

Maine

Facility specific

costs incurred,

limited to 90%
occupancy

1993 inflated
forward

112% of median
110% of median
108% of median

75% of any

savings in direct care

repaid to DHS

None

None

None

$104.23

Minnesota

Based on
appraised value

of property

Rebased
annually

Ceiling on

different components
based on July 1, 1995

costs, increased for
inflation

None

Not stated

Not stated

Not stated

Case mix
categories
$46.90 - $234.70

Page 2 of 2

North
Dakot;

Facility specific
costs incurred,
no limit

1992 inflated
forward

99th percentile
85th percentile
75th percentile

None

70% of routine
component
difference

3% of direct
and indirect
components added
to rate

25% of excess

Case mix
categories

© $61.30 - $143.54
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NATIONAL PERFORMANCE OF THE U.S. NURSING HOME INDUSTR

Median Values
19894 1993 1992
ALL NURSING HOMES
BOAS ... voiih e 100 101 101
Occupancy Rate (%) ....covremrriiiiiiereneennns " 93.99 94.45 94.93 A
Medicaid Resident Days (%6) -« «e..ovrrrorreenaeinns 71.66 72.20 72.81 { e
FTEs per Average Daily Census ..........covnnnnnns 0.84 0.83 0.80 .
Salaries and Benefits per FTE ($) ....cvvvverenvnenns 21,801 20,966 20,133 v
Per Resident Day ($) N -\\w
Net Patient ROVENUE . ..« .« «rnvenennesneanees 84.11 78.75 7258 A~
Expense C<‘ i
OpPerating ......ovvuunneeeerennnaeseensnens 82.68 77.86 71.89 N
DITEC CAIE . v e v e sre e eee e ee e meaan 29.38 27.54 25.66 W N
INAIreCt Care ..o ovve e i cinaannsearonas 14.43 13.43 12.58 %/
Administrative and General ......... ... 22.19 21.56 20.50
Depreciation and Interest . ............hvnnenn 6.96 6.67 6.50 . 7
ANGIARY ... e 234 2.28 216
Total Profit Margin (%) «.......oeeeeeerones .../ 6 348 3.26 3.15~"
Days in Accounts Receivable ...........c.oovvvennnn 35.86 35.44 35.37 f
Days in Accounts Payable ...............c.oo0) e 11.88 11.73 11.39
Current Ratio .. ........... e I XS 1.50 1.49 1.45—
Average Age of Plant (years) ..........c..oieeennnn - 8.96 8.64 8:28
k Long-Term Debt to Total ASSBtS . ......coovivnrnenns 0.56 0.51 0.54
Debt Service Coverage Ratio ................. 14.../F 2.12 2.05 2.01 ==
NURSING HOMES BY OWNERSHIP TYPE
INVESTOR-OWNED
BOOS ..ttt 101 102 102
Occupancy Rate (%) .. ..ovvvvviienin s 94.01 94.43 94.91
Medicaid Resident Days (%) ... .cooviiiiiiiit 73.01 73.64 74.19
FTEs per Average Daily Census .............ooocnnn 0.81 0.79 0.78
Salaries and Benefits per FTE($) ..........covovvnnn 21,517 20,664 19,877
Per Resident Day ($)
B Net Patient Bevenue . ..........coevvserenannnns ) 84.50 77.44 70.22
Expense .
OPErating . .......oovverennsereneanarnnnss 82.20 75.85 68.77
\ DIreCt Care . oo viiree i inaansrnnes 28.69 26.65 24.98
INGIreCt Care ... oieeniiiini i aanans 14.03 -13.14 12.29
Administrative and General ............. ... ... 21.81 20.17 19.11
Depreciation and Interest ........... ..o 7.09 6.84 6.60
ANCHIANY ..ottt e 2.40 2.28 2.16
Total Profit Margin (%) ......eeereernnanreauneneens 3.68 3.54 3.41
Days in Accounts Receivable ............. ..o 36.02 35.57 35.77
Days in Accounts Payable .......... ... 12.09 11.93 11.61
Curremt Ratio ..........ovvvnnvnnenn O 1.43 1.42 1.39
5 . Average Age of Plant (years) ............coonnnnn 8.42 7.96 7.68
Long-Term Debt to Total Assets ................covnn 0.57 0.53 0.57
Debt Service Coverage Ratio ...............ocoennnn 2.03 1.92 1.88
GOVERNMENT
BEAS ittt it e 87 88 88
Occupancy Rate (%) .. ..vvvvenrearroarinesaneeeens 95.90 96.64 96.71
Medicaid Resident Days (%) .......cc it 70.14 71.27 71.54
FTEs per Average Daily Census .............c.o0nnn 0.92 0.91 0.88
Salaries and Benefits per FTE ($) ...........oovnnn 22,162 21,445 20,615
Per Resident Day ($)
Net Patient Revenue ............ccoverurcnenan: - 80.15 74.65 68.33
Expense
Operating ........oovvmvviveannneneneans 85.73 79.71 73.71
DireCt Care .. ..ovvevverensonanennasenenenres 32.70 31.42 29.76
INGITECL Care . ..o o cvvvin it e e 17.63 16.40 15.60
Administrative and General ........... ... ... 23.26 22.60 21.41
Depreciation and Interest ..................... 3.63 3.29 2.92
ANCHIANY .o : 1.84 1.69 1.68
Total Profit Margin (%) . ....vvvrriiiie 1.25 1.23 1.18
Days in Accounts Receivable .....................o. : 34.21 34.45 34.12
Days in Accounts Payable ..................o0nenne 9.96 8.94 9.42
Current Ratio . ....ivirrr et i 2.38 2.26 2.12
Average Age of Plant (years) ................cooennn 14.07 13.40 13.42
Long-Term Debt to Total Assets ...................n. 0.26 0.32 0.31
Debt Service Coverage Ratio .................... .. 3.05 2.82 2.66
Median values are not additive.
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DEFINITIONS OF PERFORMANCE INDICATORS

Administrative and General Expense
per Resident Day

Calculated as the sum of those expenses associated
with a nursing home's basic administrative and general
office functions, divided by the number of resident days
in a nursing home. Administrativé and general expenses
include non-patient telephone Dbills, cashiering, patient
pbilling, maintenance and repairs, operation of plant,
maintenance of personnel, employee benefits, and
medical records.

Ancillary Costs per Resident Day

Calculated as total costs for all services incurred dur-
ing a patient's stay except for room and board, nursing,
dietary, physician services, and blood, divided by the
number of resident days in the nursing home.

Average Age of Plant

Calculated as total accumulated depreciation on
physical assets divided by total current depreciation
expense. Average age of plant measures the average
accounting age of a nursing home's assets, such as
buildings, fixtures, and major movable equipment.

Beds

The total number of beds in service in a nursing
home at the end of its fiscal year. Beds is a measure of
the capacity or size of a nursing home.

Current Ratio

Calculated as total current assets, including the bal-
ance of the depreciation fund, divided by total current

liabilities. Current ratio Is an indicator of a nursing

" home's liquidity and ability to meet short-term obliga-

tions.

Days in Accounts payable

Calculated as accounts payable times 365 divided by
a facility's total operating expenses less depreciation.
Days in accounts payable is a measure of the average
amount of time that elapses pefore payables are met.

Days in Accounts Receivable

Calculated as net patient accounts receivable times
365 divided by net patient revenue. Days in accounts
receivable is a measure of the number of days of oper-
ating revenue that a nursing home has due from its
patient billings after deductibles for doubtful accounts.

% 1996 by HCIA inc. and Arthur Andersen LLP
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Debt Service Coverage Ratio

Calculated as the sum of net income, depreciation.
and interest expenseé divided by annual debt service.
Debt service coverage ratio measures the ratio of avail-
able funds for the payment of debt service to a specific
year's principal and interest payment. it is one measure
of a nursing home's ability to repay debt or creditworthi-
ness.

Depreciation and Interest Expense
per Resident Day ‘

Calculated as the sum of those expenses in a nurs-
ing home that are associated with the maintenance of
long-term assets and liabilities, including capital lease
payments, divided by the number of resident days in a
nursing home.

Direct Care Expense per Resident Day

Calculated as the sum of those expenses directly
associated with patient care, such as nursing CcOSsts,
divided by the number of resident days in a nursing
home. It is also referred to as capital expense.

Full-Time Equivalent personnel (FTEs) per Average
Daily Census

The total number of full-time equivalent personnel in
a nursing home divided by the nursing home's average
daily census. Full-time equivalent personnel per aver-
age daily census is a measure of the staffing jevel of a

nursing home; alternatively, it can be seen as a mea-

sure of the labor inputs being used to provide a day of -
nursing home care.

indirect Care Expense per Resident Day

Calculated as the sum of those expenses directly
associated with indirect patient care, such as laundry
and linen service, housekeeping, dietary, cafeteria, cen
tral services and supply, pharmacy, and social services,
divided by the number of resident days in a nursing
home.

Long-Term Debt to Total Assets

Calculated as the ratio of long-term liabilities to tote
assets. Long-term debt to total assets measures the
degree of financial leverage employed by a nursina
home.

THE GUIDE TO THE NURSING HOME INDUSTRY
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DEFINITIONS OF PERFORMANCE INDICATORS

Net Patient Revenue per Resident Day

Calculated as total revenues collected for services
rendered to patients, divided by the number of resident
days in & nursing home. Net patient revenue per resi-
dent day is 8 measure of the patient caré revenue per
unit (per day) received by & nursing home.

Occupancy Rate

Calculated as the ratio of @ nursing home's average
daily census 10 its total number of nursing home beds,
expressed as @ percentage.

Operating Expense per Resident Day

Calculated as the total operating expenses of a nurs-
ing home divided by the number of resident days in the
nursing home. Total operating expenses include sala-
ries, supplies, depreciation, and interest expenses. Total
operating expenses do not include "helow the ling"
extraordinary items or charges against income. Operat-
ing expense per resident day is the pest measure of the
average cost per unit (per day) ina nursing home.

Percent Medicaid Resident Days

Calculated as the total number of Medicaid resident
days in a nursing home divided by all resident days in
the nursing home, expressed as a percentage.

a1 NME INDUSTRY

Salary and Benefits per Full-Time Equivalent
personnel

Calculated as the sum of total salaries and employee
benefits expense divided by the number of full-time
equivalent personnel in a nursing home. Salary and
penefits expenseé per full-time equivalent personnel
measures the average direct labor expense Pper
employee in @ nursing home.

Total Profit Margin

Calculated as the difference petween total net reve-
nue and total expenses, divided by total net revenue,
expressed as @ percentage. Total profit margin is a
measure of the overall proﬁtability of a nursing home

- and reflects the inclusion of phi\anthropic contributions.
endowment revenue, government grants, investment
income, and other revenues and expenses not related
to patient caré operations. _ .

xxxii © 1996 by HCIA Inc. and Arthur Ancersen up
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BEDS

The total number of beds in service in a nursing home at the end of its fiscal year. Beds is a measure of the capacity

or size of a nursing home.

1992 1993 1994

As the median bed size for all U.S. nursing homes indi-
cates, the nursing home industry overall experienced lit-
tle variation in size during the three-year period from
1992 through 1994. Several tactors, including restrictive
CON laws and restrictive Medicaid reimbursement poli-
cies, continue to limit growth within the industry. The typ-
ical nursing facility had 101 beds in service in 1992 and
1993, and 100 beds in service in 1994. Median bed size
does continue to vary greatly among different types of
tacilities, however. The typical government nursing facil-
ity, with only 87 beds in service in 1994, remained signif-
icantly smaller than its typical investor-owned or not-for-
profit counterparts, which had 101 and 102 beds in ser-
vice, respectively, in 1994. Similarly, the typical free-
standing nursing home, with 100 beds in .service in
1994, remained significantly smaller than its system-affil-
iated counterpart, which had 109 beds in service.

1994 1993 1992

Ali Nursing Homes ....... 100 101 101
Investor-Owned ........ 101 102 102
Government ........... 87 88 88
Not-for-Profit .......... 102 103 103
System-Affiliated ....... 109 108 107
Freestanding .......... 100 100 a8
0-49Beds ............ 44 43 42
50-99Beds ........... 75 73 71
100~199 Beds ......... 121 121 122

200+ Beds ............ 240 240 240

1996 oy HCIA Inc. and Arthur Andersen LLE

Alabama ............
Alaska .............
Arizona .............
Arkansas ...........
California ...........
Colorado ...........
Connecticut .........
Delaware ...........
District of Columbia . ..
Florida .............
Georgia ............
Hawaii .............
Idaho ..............
Minois ..............
Indiana .............
lowa ...............
Kansas .............
Kentucky ...........
Louisiana ...........
Maine ........ Lo
Maryland ...........
Massachusetts .......
Michigan ............
Minnesota .... 2 7.
Mississippi ..........
Missouri ............
Montana ............
Nebraska ...........
Nevada.............
New Hampshire ......
New Jersey .........
New Mexico .........
New York ...........
North Carolina .......
North Dakota ... 7..
Ohio ...............
Oklahoma ...........
Oregon .............
Pennsylvania ........
Rhode Island ........
South Carolina .......
South Dakota ........
Tennessee ..........

Virginia .............
Washington . ........
West Virginia ........
Wisconsin . ..........
Wyoming ...........

1994

104
76
124
101
98
96
120
106
204
120
100
120
76
106
105
71
60
101
120
66
132
95
110
92
97

106

73
68
120
108
127
75
182
120
92
100
79
91
128
82
102
66
118
102
95
120
118
99
94
102
80

1993

104
73
124
100
98
92
120

107 -

203
120
100
120
75
106
105
71
60
104
120
66
130
95
110
94
98
106
72

67 .

120
107
126

75

178

120
g5
102
79
92
128
80
105
66
118
103
95
120
118
100
96
103
80

1892

104
75
124
100
98
82
120
107
203
120
100
125
75
106
100
72
60
101
120
65
130
93
110
94
98
108
71
67
118
107
126
70
178
118
95
100
79
92
128
80
105
66
15
103
95
120
118

100

94

102

]
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OCCUPANCY RATE

Calculated as the ratio of a nursing home's average daily census to its total number of nursing home beds, expressed
as a percentage.

Arizona ..o ST . \
Arkansas . ..ot . !
California . ...« v o 92.78 g93.12 93.36 |
Colorado «.-c-cerrte 9008 9049 8809 1
Connecticut ...«- -+ 9662 9639  97.62 |
Delaware .....«-::°"" 91.48 91.91 90.77
District of Columbia . .. - 97.77 98.10 98.15 |
Florida .....crom " 95.18 95.36 9547
Georgia ....cccr 97.94 97.86 98.16
T g795 9722 9478
idaho ....oeeeir 91.73 92.72 93.34 |
WNOIS - vvrrrsrrse o142 9159 9056 1
Indiana ..ot 86.79 86.89 86.67 |
IOWA . ocvvrmrresttt” 93.13 94.97 96.27 \
The nursing home industry's overall occupancy remained Kansas ...ooot7t07 o164 9309 SLLC |
1
high in 1994, a reflection of both the shortage gf long-term tg:lt:g;é """""" 593:182 22162 g?g‘g \
care beds available to an aging population and a recent hstand .---r i'g‘ '45 97’25 '54
increase in the number of elderly seeking subacute and Maine ......coor T 95. ar 9.
rehabilitation care, as well as other types of specialized Maryland .....-cc00 9589 9654  97.04
services, in long-term care tacilities. In 1994, the industry Massachusetts . ...« -~ g680 9709 9774
experienced an overall median occupancy rate of 94 per- Michigan ....---- " 95.19 95.14 95.40
cent. Among ditterent types of facilities, median occupancy Minnesota ... 97.57 97.84 97.62
rates varied only slightly from this figure. On a statewide Mississippi - ..o c 99.11 99.08 99.04
pasis, however, occupancy has varied greatly because of MISSOUM .+« < vrvrerm 88.55 89.78 90.72
diverse supply and demand balances among the states. Montana . «..---rcc 93.54 91.43 g2.31
The majority of states that limit supply djsplay high occu- Nebraska - -« -« e 93.56 92.97 - 9341
pancy rates, whereas those that do not disptay lower rates. NGVAda «..-ro ot 93.28 92.89 90.94
Although occupancy for the most part has remained stable New Harr; shlre ’ 95.70 95'91 96.57
across the country, some of the comparison groups expe- PSAME - vxemne : ’ :
“anced modest declines in each of the past two years. This New Jersey ....--="" gags 9409 948
slight drop in utilization is caused partly by increased sup- New Mexico ....---- " 9410 9690 9637
port for utitization of less costly alternatives to nursing New York .....ooovee 96.22 97.11 97.55
home care, such as assisted living and home- and commu- North Carolina.......-- 96.40 96.86 96.95
nity-based care, and partly by many tacilities' attempt 10 North Dakota ......--- 97.57 97.91 98.86
retain vacant peds for privately paying patients who gener- ORIO +vvvarerrrenes 94.58 94.50 95.65
ate higher revenues. OKiahoma . ..«-ror- " gao4 8477 8515
//// Oregon ...ttt gg.8l  89.41 90.51
1994 1993 1992 Pennsylvania . ....---- 94.19 g94.34 9477
Rhode island . ...« 97.24 97.19 97.19
All Nursing Homes ...~ 93.99 94.45 94.93 South Carolina - .- -+ - 98.30 97.91 98.81
investor-owned . ...+ 9401 9443 9491 South Dakota ....-- - 9696 9653  97.89
Government . ....c- e 9590  96.64 96.71 Tennessee ...« " 9682 9750 9747
Not-for-Profit ..o 9556  96.02 95.99 TEXAS .o vvr-rr s368 8539 8572
" Utah «overeermmrr 89.76 90.43 89.68
system-Affiiated -~ 9317 9875 9428 VOrMONt + v eee e eee o 97026 9671 9694
Cleestanding - O 9471 9517 Virgini@ « .- 9502 9668 9814
049 Beds ... 94.93 95.80 95.98 Washington . ... 92.31 83.05 94.19 |
50-09 Beds ... 93.99 94.45 84.93 West Virginia . ... 99.08 97.69 98.44 l\
100-199 Beds . ... -+ - - 94.05 94 .42 94.89 Wisconsin . ... --e 94.04 g5.14 g6.02 |
200+ Beds ... 93.76 94.46 94.62

Wyoming ...ccocc e 80.18
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PERCENT MEDICAID RESIDENT DAYS

i Calculated as the total number of Medicaid resident days in a nursing home divided by all resident days in the nure
ing home, expressed as a percentage.

80- 1994 1993 1992
Alabama ............ 78.68 77.72 77.12
Alaska ............. 85.03 87.51 87.36
vd AfZONE « o e 6325 6591 6535
Arkansas .........-. 80.11 81.99 82.15
/ California ........... 71.16 72.87 71.92
/ Colorado ........... 69.67 68.56 68.80
< 7281 . . Connecticut ......... 73.36 71.03 71.26 -
/ ‘ Delaware ........... 4699 4505  46.02
30 District of Columbia . .. 88.53 90.02 89.65
/ Florida .......oovn-. 70.09 70.80  69.62
20+ Georgia .......e.n.- 8550 8594  86.03
/ Hawaii ............. 90.61 89.16 88.46
104 “
ldaho .............. 66.90 67.47 67.37 .
0 : . ' flinois . ... 62.61 65.00 64.89
1692 1003 1904 Indiana ............. 68.39 69.30  68.79
lowa . o.iiini nia n/a n/a
Kansas ............. 55.30 54.52 55.11
For nearly every major comparison group, the proportion Kentucky " ........... 7226 7421 7518
of patient days accounted for by Medicaid beneficiaries Louisiana ........... 88.80  88.27 88.12 |
declined slightly in 1894. This decline may be attributed in Maine ............. JO 8061 80.30 78.43
part to ongoing Medicaid budget cuts at the state and fed- Maryland ........... 71.21 69.64 69.45
eral levels, facility attempts to retain vacant beds for pri- Massachusetts ....... 76.44 77.36 78.29
vately paying patients, and growth in the role of private Michigan ............ 68.93 69.89  72.68 \
insurance in paying for long-term care. For all nursing Minnesota .......... 66.82 65.06 61.89
homes nationwide, Medicaid days accounted for 71.7 per- MisSISSIPPi -+« ..« .- 86.63 88.31 87.99
cent of all patient days in 1994, down from 72.2 percent in MiSSOU o 66.63 65.55 65'04
1993 and 72.8 percent in 1992. The smallest and largest | & =" ="' "7 ) ’ ’ l
facilities have continued to be the most dependent on Montana ............ 63.50  65.01 63.06
Medicaid, with Medicaid days for the typical nursing Nebraska ........... 5175 5218  51.93
homes with fewer than 50 beds and more than 200 beds Nevada ............. 62.25  59.54  56.84
accounting for 76.7 and 75.0 percent of all patient days, New Hampshire ...... n/a n/a n/a ‘
respectively, in 1994. Comparatively, Medicaid days New Jersey ......... 61.47 60.08 58.91
7 accounted for only 71.7 percent of all patient days in nurs- New Mexico . ........ 78.31 80.44 80.55
; ing homes with 50 to 99 beds and 100 to 199 beds, in New YORK ©ovvvevnn.. 81.20 82.69 82.56
5 1994t~ ,A”gongs , ‘:‘Y‘f',”eafst'l“Psn:YﬂZSv h"°t'f°fr'&f°(fj'ﬁ afigcc':g'ess North Carolina ....... 7297 7472 7421 l
- maintained a significan aller share of Medic ,
i 60.4 percent ing1994, th};n either investor-owned facilit?/es North Dakota ........ 58.78 . 58.89 57.11
> (73.0 percent) or government facilities (70.1 percent). Ohio ............... 74.58 74.64 74.30
5 Oklahoma . .......... 7162 7175 7223 l
1 Oregon ............. 60.85 60.24 59.51
7 1994 1993 1992 Pennsylvania ........ 57.43 538.68 59.29
9 Rhode istand ........ 78.52 76.80 75.59
] All Nursing Homes ....... 7166 7220  72.81 South Carolina . . . . ... 80.07 7994  78.07 l
9 investor-Owned .. .. .. .. 7301 7364 7419 South Dakota ........ 5929  56.80  56.54
7 Government ........... 70.14 7127 7154 Tennessee .......... 83.09- 8330  81.74
2 Not-for-Profit .......... 60.38  58.69  57.25 Texas .........c....n 7503 7476 7512
8 B Utah oo 67.82 6846  67.34
4 System-Afflllated ....... 70.08 72._63 73.00 VEImONt .o oo 71.79 71.87 70.58
4 Freestanding .......... 72.35 72.88 73.68 Virginia . ... oooon e 69.56 71.03 70 42
9 . 0—49Beds .......... .. 76.67 76.31 75.44 ! Washington ......... 70.36 71.44 70.52
14 50-99 Beds ....... .. ... 71.66 72.20 73.81 " West Virginia ........ 80.92 80.91 79.17
big 100-199 Beds . ...... .. 71.72 72.39 72.74 Wisconsin ........... 69.16 68.41 69.63
iJ 200+ Beds ............ 75.00 76.63 77.22 Wyoming ........... T 66.49 65.04 65.84
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SALARY AND BENEFITS PER FTE

Calculated as the sum of total salaries and employee benefits expense divided by the number of full-time equivalent

personnel in a nursing home. Salary and benefits expense per full-time equivalent personnel measures the average

direct labor expense per employee in a nursing home.

1992 1983 1994

The average total compensation per FTE, which grew at
a nationa! rate of 4.0 percent in 1994, remains highest
among the largest facilities, in part because of the more
severe mix of patients typically treated at these facilities.
The typical nursing facility with more than 200 beds paid
a median compensation per FTE of $25,036 in 1994, as
compared with a median vaiue of only $21,441 for the
typical nursing home with fewer than 50 beds. Among
the ditferent ownership categories, investor-owned facili-
ties, with a median compensation per FTE of $21,517 in
1994, continued to pay the least. In comparison, the
median compensation per FTE paid by the typical not-
for-profit facility was $22,420 in 1994, and the median
compensation paid by the typical government facility
was $22.162.

1994 1993 1992

All Nursing Homes . ...... 21,801 20,966 20,133
investor-Owned ........ 21,517 20,664 19,877
Government ........... 22,162 21,445 20,615
Not-for-Profit .......... 22,420 21483 20,763
System-Affiliated . ...... 21,618 21,115 20,173
Freestanding .......... 21,871 20,904 20,107
0—49 Beds ...... .. 21,441 20,686 20,385
50-99 Beds ........ ... 21,801 20966 20,133
100-199 Beds . ...... .. 22,028 21,219 20,308
200+ Beds ............ 25,036 24,025 23,110
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Alabama ............
Alaska .............
Arizona .............
Arkansas ...........
California ...........
Colorado ...........
Connecticut .........
Delaware ...........
District of Columbia ...
Florida .............
Georgia ............
Hawaii .............
Idaho ..............
Minois ..............
indiana .............
fowa ........... ...
Kansas .............
Kentucky ...........
Louisiana ...........
Maine 7
Maryland ...........
Massachusetts .......
Michigan ............
Minnesota ..........
Mississippi ..........
Missouri ............
Montana ............
Nebraska ...........
Nevada .............
New Hampshire .. .. ..
New Jersey .........
New Mexico .........
New York ...........
North Carolina .......
North Dakota ........
Ohio ...............
Oklahoma ...........
Oregon .............
Pennsylvania ........
Rhode Island ........
South Carolina .......
South Dakota ........
Tennessee ..........
Texas ..............
Utah ...............
Vermont ............
Virginia .............

Washington ......... _

West Virginia ... .....
Wisconsin .. .........
Wyoming ...........

19.185
32,933
30,941
33.485
23,125
19,061
30.364
21,177
21,140
22,186
23,453
20,011
22,267
15,558
28,104
24,313
29,578
19,714
23,783
18,174
17,071
20,492
21,587
26,088
29,053
32,101
21,131
30,101
21,147
20,087
22,178
20,018
22,424
25,092
26,268
17,388
22,942
16,657

n/a
18,800
20,886
20,780
23,275
19,244
23,991
23,028

1983

19.994
34,229
23.282
21,300
19,499
18.131
31,983
30,022
31,631
22,296
18,169
29,160
20,430
19,867
21,066
23,456
19,361
21,376
15,594
27,924
24,137
29,240
18,691
23,109
17,216
16,114
19,169
20,633
25,123
28,191
31,798
20,171
27,961
20,164
19,122
21,694
19,165
22,654
23,850
25,475
16,905
22,467
15,952

n/a
18,241
19,936
20,438
23,118
18,933
22,992
22,128

1992

19.547
33.512
22,515
20,693
18.878
17.601
31,099
28.053
29.195
20.973
17.236
26.390
19,994
19,257
21.641
22,773
18,784
20,250
15.381
27,593
23,313
28,096
17,753
21,377
16,435
15,290
19,002
19,359
24,275
27,764
29.085
19,214
26,234
19,263
18,123
20,235
18,283
22,823
22,901
23,790
16,758
21,921
15,079

n/a
17,311
19,294
19,631
22,568
18,677
22,114
20,275
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OPERATING EXPENSE PER RESIDENT DAY

Calculated as the total operating expenses of a nursing home divided by the number of resident days in the nursing
home. Total operating expenses include salaries, supplies, depreciation, and interest expenses. Total operating
expenses do not include "pelow the line" extraordinary items or charges against income. Operating expense per resi-

dent day is the best measure of the average cost per unit (per day) in a nursing home.

1992 1983 1994

The median total operating expense per resident day for all
U.S. .nursing homes increased 6.2 percent in 1994 to
$82.68. Along with inflation, much of the increase can be
attributed to additional costs associated *ith treating
patients of higher acuity levels. Relative to earlier years,

however, the rate of increase appears to be slowing, down -

from an increase of nearly 8.2 percent between 1992 and
1993. Aside from improved efficiency, slower growth in
expenses on a per resident basis could also be the result
of provider expansion into a number of less costly service
offerings, such as home- and community-based care and
assisted living. Like revenues, operating expense per resi-
dent day also varies with the size of the facility. The typical
nursing facility with fewer than 50 beds had a median total
operating expense per resident day of $80.71 in 1994, as
compared with $100.85 for the typical nursing facility with
more than 200 beds. Among the different ownership cate-
gories, not-for-profit nursing homes had a significantly
higher median operating expense per resident day, $87.65
in 1994, than either investor-owned facilities, with a median
of $82.20, or government-owned facilities, with a median of
$85.73.

1994 1993 1992

All Nursing Homes ....... 82.68 77.86 71.99
Investor-Owned ........ 82.20 75.85 68.77
Government ........... 85.73 79.71 73.71
Not-for-Profit .......... 87.65 83.35 78.06
System-Affiliated ....... 87.50 81.29 74.82
Freestanding .......... 81.57 76.40 70.72
0—49 Beds ....... 80.71 75.06 69.14
50-9S Beds ..... . 80.28 74.86 67.99
100-199 Beds .. ....... 86.67 80.48 73.92
200+ Beds ............ 100.85 94.68 86.91
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Alabama ............
Alaska .............
Arizona .............
Arkansas ...........
California ...........
Colorado ...........
Connecticut .........
Delaware ...........
District of Columbia . ..
Florida .............
Georgia ...... e
Hawaii .............
Idaho ..... P
Minois .....ocvvvvnnen

CIndiana ...

IoWa . .oviie e
Kansas .......c.ceunn
Kentucky ...........
louisiana ...........
Maine ..........4 17
Maryland ...........
Massachusetts .......
Michigan ............
Minnesota ..........
Mississippi . .........
Missouri . ...........
Montana ............
Nebraska ...........
Nevada .............
New Hampshire ......
New Jersey .........
New Mexico .........
New York ...........
North Carolina .......
North Dakota ........
Ohio ......ovvvnunn
Oklahoma ...........
Oregon ...oovvvnnnnn
Pennsylvania ........
Rhode Island ........
South Carolina .......
South Dakota ........
Tennessee ..........
TeXas +.vvvvreveee.-
Utah .....covvvvetn
Vermont ............
Virginia ...
Washington .........
West Virginia ...... ..
Wisconsin . ..........
Wyoming ...........

1994

78.59
215.78
104.39

57.85

98.56

91.30
134.79
107.38
153.20
103.84

70.80
133.42

92.89

72.28

83.30

58.62

64.28

74.98

62.35

98.47

94.32
118.26

87.10

80.07

67.01

73.12

83.80

65.13
104.47
112.02
115.28

80.83

137.18

82.61
80.18
95.46
51.00
90.03
108.37
110.78
85.69
68.08
74.68
58.59
80.58
84.28
96.01
111.28

1993

73.76
212.78
98.75
52.88
88.07
84.41
128.20
104.34

" 143.40

92.36
64.71
129.45
85.32
70.58
78.28
56.42
57.88
68.36
57.70
94.27
89.82
111.29
79.62
74.79
61.96
68.09
77.76
60.81
97.02
104.13
109.03
76.72
132.82
78.46
76.73
89.74
48.57
84.21
99.45
103.38
76.68
64.50
69.20
54.72
73.21
78.29
90.70
101.82
79.18
87.57
81.33

1992

67.10
204.54-
93.59
49.27
77.43
80.24
118.41
101.03
137.20
82.94
59.40
124.35
78.94
67.48
74.94
53.58
53.77
61.04
51.26
89.56
84.10
103.50
72.42
€9.38
57.08
64.63
71.78
55.99
90.62
97.40
104.04
71.06
128.00
72.37
72.95
81.40
45.85
7717
91.45
95.03
71.95
59.54
61.58
51.80
65.27
73.45
85.28
90.81
71.70
81.12
72.25
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DIRECT CARE EXPENSE PER RESIDENT DAY

Calculated as the sum of those expenses directly associate

number of resident days in a nursing home.

1992

1993 1994

Direct care costs, which at the typical U.S. nursing home
increased 6.7 percent to $29.38 in 1994 from $27.54 in
1993, can vary greatly among facilities, as a result of dif-
ferences in management decisions, the average debility
level of the facility's residents, and plant size. The larg-
est nursing homes spent a median of $36.20 per resi-
dent day on direct patient care, compared with a median
of $30.00 per resident day for the smallest facilities, and
a median of only $28.38 per resident day for facilities in
the 50 to 99 bed size range. Among ownership types,
the typical investor-owned facility spent the least on
direct patient care, $28.69 in 1994, as compared with
$32.70 for the typical governmental facility, and $32.51
for the typical not-for-profit facility.

1994 1993 1992

All Nursing Homes ... .. 29.38 27.54 25.66
Investor-Owned . ....... 28.69 26.65 24.98
Government .......... 32.70 31.42 29.76
Not-for-Profit .......... 32.51 31.01 28.94
System-Affiliated . ...... . 28.14 25.95 24.48
Freestanding .......... 29.13 27.28 25.36
0—49 Beds .. .. .. 30.00 28.07 26.66
50-99 Beds . . .. 28.38 26.54 24.66
100-199 Beds . .. 30.48 28.44 26.64
200+ Beds ............ 36.20 34.07 31.95

THE GUIDE TO THE NURSING HOME INDUSTRY

d with patient care, such as nursing costs, divided by the

1994 1993 1992 |
Alabama ............ 28.13 26.31 2453
Alaska .............. §5.14 6444 6318 '
Arizona ... ... 35.17 31.62 30.61
Arkansas ............ 18.83 17.49 16.41
California ............ 29.80 28.40 27.92
Colorado ............ 3727 3422 3228
Connecticut .......... 45.61 41.66 41.40
Delaware ............ 38.21 37.85 36.09 |
District of Columbia .... 56.09 5562 5373 |
Florida .............. 32.91 30.38 29.33 1
Georgia ........oeens 23.79 22.23 20.55
Hawaii .............. 49.41 45.72 40.26
idaho ............... 30.71 32.16 29.94
fllinois ......cooo... 22.93 22.75 21.97
Indiana . ............. 27.92 27.32 25.53
lowa .....cvv i 20.54 19.96 18.44
Kansas ............. 22.32 20.44 18.85
Kentucky ............ 26.72 23.85 21.66
Louisiana ............ 19.28 18.04 16.90
Maine ........... le- . 3554 3595  36.17
Maryland ............ 31.53 30.01 29.07
Massachusetts . ....... 43.44 41.81 38.91
Michigan ............ 33.99 31.26 29.55
Minnesota ....... [3.. 3551 3363 3059
Mississippi . ... ... - 21.93 19.61 17.77
Missouri ............. 24.55 23.52 22.04 .
Montana ............ 30.76 27.71 25.58
Nebraska ............ 27.34 26.25 22.88
Nevada ............. 34.40 33.06 32.62
New Hampshire ....... 40.12 38.58 35.33
New Jersey .......... 37.91 35.73 34.86
New Mexico . ......... 21.35 22.40 20.53
New York . ........... 51.12 48.24 46.92
~North Carolina . ....... 32.12 30.20 27.94
North Dakota ..... .30, 2928 2999  29.54
Ohio ..o iiiie e 34.46 34.56 31.37
Oklahoma ........... 15.55 15.19 14.57
Oregon ............. 32.91 32.53 30.00
Pennsylvania ......... 34.49 31.86 29.41
Rhode Island ......... 37.61 35.14 33.62
South Carolina ....... 26.89 -25.10 23.52
South Dakota ........ 24.95 23.48 21.87
Tennessee ........... 24.02 22.06 20.19
Texas ......cocvnnnnn 21.66 20.24 18.19
Utah .....oeie o 27.82 26.52 23.91
Vermont ............. 28.53 25.10 24.61
Virginia .. .......... .. 29.66 28.92 28.14
Washington . ......... 39.09 37.04 35.24
West Virginia ......... 25.62 23.49 22.58
Wisconsin .. ... ... 34.36 32.23 29.77
 Wyoming ... 3764 3377 2971
]

©® 1996 by HCIA Inc. and Arthur Andersen LLP




INDIRECT CARE EXPENSE PER RESIDENT DAY

Calculated as the sum of those expenses directly associated with indirect patient care, such as laundry and linen ser-
vice, housekeeping, dietary, cafeteria, central services and supply, pharmacy, and social services, divided by the
number. of resident days in a nursing home.

1994 1993 1992

Alabama ............ 13.01 12.42 11.33

Alaska ............. 37.74 37.23 36.43

Arizona ............. 15.40 14.04 13.38

- Arkansas ........... 11.39 10.50 10.15

California . .......... 15.93 15.48 15.30

Colorado ........... 11.88 12.33 12.87

Connecticut ......... 19.15 17.54 17.98

Delaware ........... 21.85 21.85 20.88
District of Columbia . .. 31.20 30.27 29.70°

Florida ............. 17.95 15.07 13.50

Georgia ............ 11.54 10.90 10.46

Hawaii ............. 18.29 20.55 20.58

idaho .............. 12.67 12.25 11.33

flinois .............. 13.40 12.52 11.38

1992 1993 1994 Indiana ............. 13.26 13.47 12.93

lowa ............... 10.77 11.33 10.71

Kansas ............. 12.62 11.94 10.89

Kentucky ........... - 13.04 10.44 10.49

Louisiana ........._. 8.88 8.72 8.24

indirect care costs, which at the typical U.S. nursing Maine ........... ?,7 13.83 14.77 14.52
home increased 7.4 percent to $14.43 in 1994 from Maryland ........... 16.16 15.60 14.80
$13.43 in 1993, can vary greatly among facility types. Massachusetts ....... 1876 17.88  17.13
Not surprisingly, system-affiliated nursing homes, with a Michigan ............ 15.35 14.01 13.13
median indirect care expense per resident day of $13.83 Minnesota .......... 17.21 16.54 15.73
in 1994, spent considerably less on indirect care than Mississippi .......... 9.94 10.12 9.11
their freestanding counterparts, which had a median Missouri ............ 11.23 10.92 10.44
indirect care expense of $14.69. Much of this difference Montana ............ 15.35 13.95 13.75
is the result of economies of scale. Among the owner- Nebraska ........... 14.53 1415 . 12.96
ship types, investor-owned facilities, with a median indi- Nevada............. 17.25 14.36 12.57
rect care expense of $14.03 in 1994, once. again New Hampshire ... ... 22.25 20.92 19.27
demonstrated their ability to constrain costs. The typical New Jersey ......... 20.50 19.40 18.59
not-for-profit and governmental facilities, in comparison, New Mexico ......... 12.54 11.62 10.04
both maintained significantly higher median indirect care New York ..... S 27.46 2592 .-2512
expenses of $17.07 and $17.63, respectively, in 1994. North Carolina ....... 14.50 13.59 13.09
North Dakota ........ 13.22 13.81 15.80

Ohio ............... 16.02 15.63 13.60

Oklahoma ........... 10.49 10.15 9.81

Oregon ............. 12.89 12.27 9.43

1994 1993 1992 Pennsylvania ........ 16.31 15.42 14.17

Rhode Island ........ 15.95 15.77 15.12

All Nursing Homes ....... 14.43 13.43 12.58 South Carolina ....... 13.85 14.07 12.74
Investor-Owned ........ 1403 1314  12.29 South Dakota ........ 1318 1274 11.88
Government ........... 1763 1640 1560 Tennessee .......... 13.08 1246 11.60
Not-for-Profit .......... 17.07 16.24 15.22 Texas ..... PR 10.87 10.52 9.95
System-Affiliated 13.83 12.94 12.06 Utah ............... 11.30 10.91 10.77
Freestanding ...... . ... 14'69 13.67 12‘82 Vermont ............ 16.14 15.56 14.59
""""" ’ ’ ) Virginia . ... 12.46 12.73 12.44

049 Beds ............ 1541 1432  13.60 | Washington ......... 1443  13.00  12.18
50-99 Beds ....... .. 14.43 13.43 12.58 i West Virginia ........ 13.08 11.91 11.18
100-199 Beds ... ... ... 14.22 13.05 12.16 Wisconsin . .......... 16.10 15.21 14.48
200+ Beds ............ 17.94 16.66 15.71 Wyoming ........... 14.89 14.10 12.81
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“ADMINISTRATIVE AND GENERAL EXPENSE PER RESIDENT DAY

Calculated as the sum of those expenses associated with a nursing home's basic administrative and general office
functions, divided by the number of resident days in a nursing home. Administrative and general expenses include
non-patient telephone bills, cashiering, patient billing, maintenance and repairs, operation of plant, maintenance of
personnel, employee benefits, and medical records.

24- 1994 1993 1992
55 Alabama ............ 21.00 19.48 18.08
214 foih Alaska ........ e 63.94 63.37 62.16
vd Arizona ............. 27.06 2563  23.88
181 Arkansas ............ 18.16 1681  15.31
15_/ . California ............ 33.18 30.62 28.05
Colorade ............ 15.42 15.70 14.12

12 Connecticut .......... 38.03 36.92 36.28

/ Delaware ............ 26.15 2594 2504 |

94 District of Columbia ....  35.14 33.14 31.59

vl Florida .............. 23.66 2449 2243
6+ Georgia . ..., 2078 1931 17.21

3_/ Hawaii .............. 39.80 35.81 33.36 .

- Idaho ............... 25.84 25.27 23.44 |

0 llinois .............. 20.04 19.62 18.30 |
1992 1993 1994 Indiana .............. 22.73 22.16 18.16
lowa ................ 15.39 14.86 13.95
Kansas ............. 19.66 18.02 16.29
Kentucky ............ 18.63  16.37 14.11
Among all U.S. nursing homes, the median administra- Louisiana ......... .. 2084 18.30 16.30
tive and general expense per resident day, which con- Maine .......... L(g’ 16.18 16.32 15.30
sists of those costs associated with maintaining and Maryland ............ 27.52 26.65 24.14
running a facility, increased only 2.9 percent.in 1994 to Massachusetts . ....... 31.45 28.21 25.16
$22.19. Not surprisingly, investor-owned facilities, with a Michigan ............ 1833 1649 1591
median administrative and general expense of only Minnesota ...... 2 .. 2158 20.53 19.09
$21.81 in 1994, spent considerably less to maintain their Mississippi ........... 18.51 19.03 17.46
facility than their not-for-profit and governmental facility Missouri ............. 2718 2565  25.14
counterparts, which had medians of $23.82 and $23.26, Montana ........... - 2581 2479 2278
respectively, in 1994. Much of this difference is the result Nebraska ............ 16.93 1455 1236
of economies of scale. Among the different bed size cat- Nevada ............. 27.48  26.86 2555
egories, the smallest facilities continued to maintain the New Hampshire ....... 3413 3394  30.2
lowest median administrative and general expense per New Jersey .......... 29.48 2673  25.58
resident day. To illustrate, the median administrative and New Mexico .......... 2530 2509  24.38
general expense for facilities with fewer than 50 beds New York T 38.35 36.40 34.92
was only $21.88 in 1994, as compared with a median of North Carolina ... ... 19.74 1963 18.21
$26.44 for facilities with more than 200 beds. North Dakota .. ... 2. 2113 1964 1876
Ohio ................ 20.35 18.79 16.21
Oklahoma ........... 14.16 15.66 14.21
Oregon ............. 21.96 23.33 22.35
1994 1993 1992 Pennsylvania ......... 28.81 26.71 . 24.45
Rhode Island ......... 25.12 26.82 26.16
All Nursing Homes ...... 22.19 21.56 20.50 South Carolina ... .... 19.08 18.20 17.69
Investor-Owned . .. .. ... 21.81 2017 19.11 South Dakota ........ 1856  16.68  15.26
Government . ......... 2326 2260  21.41 Tennessee ........... 19.79 1883 1677
Not-for-Profit .......... 2382 2376 2266 Texas ............... 16.75 1565  14.46
- Utah ..., 2469 2381  21.28
System-Affiliated ....... 2264 2130 1914 Vermont ............. 2136 19.25  18.16
Freestanding .......... 2303 2229  20.22 Virginia . ..o 2005 1971 17.70
0-49 Beds .. ..... L 2188 2141 2079 | Washington .......... 2945 2717 2529
50-99 Beds ... . .. 22.19 20.56 19.50 - West Virginia . ........ 20.94 18.26 17.67
100-199 Beds ... .. . 22.42 22.57 20.51 Wisconsin ........... 23.92 24.41 22.86

200+ Beds ............ 26.44 25.32 23.75 Wyoming ............ 26.36 23.04 21.64 I

—
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TOTAL PROFIT MARGIN

Calculated as the difference between total net revenue and total expenses, divided by total net revenue. expressed
as a percentage. Total profit margin is a measure of the overall profitability of a nursing home and reflects the inclu-
sion of philanthropic contributions, endowment revenue, government grants, investment income, and other revenues
and expenses not related to patient care operations.

400 1994 1993 1992
Alabama ....... PR 5.98 5.43 6.55
3.50- Alaska ............. 3.23 2.77 3.09
Arizona ............. 243 2.96 3.09
3.001 Arkansas ........... 5.87 5.71 5.41
250- California ........... 1.66 2.06 1.93
’ Colorado ..........: 2.18 2.25 2.20
2,004 Connecticut ......... 1.08 1.35 1.51
Delaware ........... 0.52 0.88 0.48
1.50- District of Columbia . .. 2.70 3.06 3.33
Florida ............. 2.51 3.01 2.80
1.00 Georgia ............ 2.39 2.43 2.69
Hawaii ............. 1.49 2.63 1.86
0.50+ Idaho ........oo... 1.62 1.43 1.79
0.00 liinois .............. 2.47 2.27 2.53
1992 1993 1994 Indiana ............. 275 2.02 n/a
lowa ............... 2.92 3.70 3.10
Kansas ............. 1.62 0.92 0.74
Nursing home profitability continued to improve across Kentucky ........... 5.20 4.54 3.53
the board in 1994. The median total profit margin for all Louisiana ....... 55 7.21 7.35 7.05
U.S. nursing homes rose to 3.48 percent in 1994, from Maine .......... 2 7. 1.60 2.21 2.39
3.26 percent in 1993 and 3.15 percent in 1992. Among Maryland ........... 3.93 3.45 2.30
other things, improved profitability is likely the result of Massachusetts . ...... 1.83 2.35 1.57
improved efficiency, greater expansion into higher-profit Michigan ............ 212 1.14 1.72
alternative service offerings, and a decline in the propor- Minnesota .......... 3.43 2.55 2.52
tion of patient days accounted for by Medicaid beneficia- Mississippi .......... 5.09 3.93 5.12
ries. Investor-owned and system-affiliated facilities Missouri ............ 1.36 1.52 1.84
continued to be the most profitable types of facilities, Montana ............ 3.14 2.92 1.59
earning net margins of 3.68 and 4.43 percent, respec- Nebraska ........... 5.51 4.81 4.43
tively, in 1994. The higher profits of investor-owned and Nevada............. 2.84 242 1.08
system-affiliated facilities is likely attributable to their New Hampshire ...... 3.40 3.34 2.71
greater ability to contain costs. Among the different size New Jersey ......... 0.19 0.23 0.19
bed categories, moderately sized nursing homes with © New Mexico ......... 3.0t 2.47 2.35
between 100 and 199 beds remained the most profitable New York ........... 3.28 2.89 3.58
in 1994, earning net margins of 4.18 percent. The small- North Carolina ....... 2.87 3.18 1.51
est nursing facilities with fewer than 50 beds, in compar- North Dakota ........ 2.22 .1.83 1.14
ison, earned net margins of only 1.33 percent in 1994, Ohio ......covvent. 1.37 2.56 2.51
Oklahoma ........... n/a n/a n/a
Oregon ............. 1.61 1.57 2.31
1994 1993 1992 Pennsylvania ........ 4.09 3.26 3.80
Rhode Island ........ 1.06 (0.19) (0.05)
All Nursing Homes . ...... 3.48 3.26 3.15 South Carolina ... .... 1.04 0.95 0.60
Investor-Owned ........ 3.68 354 3.41 South Dakota ........ 5.23 4.23 3.63
Government ........... 1.25 1.23 1.19 Tennessee .......... 2.41 2.04 1.12
Not-for-Profit .......... 2.26 1.94 1.77 Texas .............. n/a n/a n/a
S Hiliated Utah ............... 3.26 3.17 2.93
F}’:;ig'n’zir“'a‘e """" ‘3‘-32 g-g‘; ‘2‘-33 Vermont ............ 358 274 223
e : : - virginia ... 3.55 2.93 2.24
0-49 Beds .. ......... 1.33 1.48 1.28 Washington ......... 2.15 2.22 2.44
50-99 Beds ........ .. . 3.28 3.26 3.15 West Virginia ........ 3.77 3.08 1.64
100-198 Beds . ...... .. 4.18 4.09 4.02 Wisconsin . .......... 1.37 0.57 0.85
200+ Beds ............ 3.18 3.06 2.89 Wyoming ........... 0.08 (0.30) (0.26) ;
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CURRENT RATIO

Calculated as total current assets, including the balance of the depreciation fund, divided by total current habilitieg
Current ratio is an indicator of a nursing home's liquidity and ability to meet short-term obligations.

1.60- 1994 1993 1992
Alabama ............ 1.80 1.58 1.91

1.404 Alaska .............. 1.65 1.42 2.27
1.204 Arizona ............. 1.19 1.41 1.31
' Arkansas ............ 2.42 2.56 2.46
1.00 California ............ "1.20 1.38 1.45
Colorado ............ 1.45 1.22 1.38

0.80- Connecticut .......... 1.28 1.25 1.09
Delaware ............ 1.28 0.97 0.94

0.60- District of Columbia . . . . 2.54 2.13 3.07
Florida .............. 1.50 1.39 1.42

0.40+ Georgia ............. 1.30 1.39 117
0.20- Hawaii .............. 1.61 1.41 1.94
ldaho ............... 1.30 1.73 1.44

0.00 . flinois ............., 2.38 2.38 1.86
1992 1993 1994 Indiana ........... e 1.57 1.48 n/a

lowa .............. .. 1.45 1.75 1.83

Kansas ............. 1.23 1.31 1.16

Kentucky ............ 1.33 1.31 1.15

Louisiana ......... ., - 208 2.17 1.83

The nursing home industry overall experienced a slight Maine ............. S0 109 1.99 1.03
increase in its median current ratio in 1994. However, Maryland .......... .. 1.33 1.38 1.53
the industry's 1994 median value of only 1.50 remains Massachusetts ... ... .. 1.22 1.11 1.08
somewhat unfavorable. investor-owned nursing facilities Michigan ............ 1.52 1.44 1.40
continued to demonstrate a lower median current ratio, Minnesota ........... 1.41 1.06 1.16
1.43 in 1994, than either not-for-profit facilities, with a Mississippi ........... 2.41 2.52 2.78
median of 1.82, or governmental facilities, with a median Missouri ............. 1.38 1.36 1.28
of 2.38. This happens most likely because investor- Montana ............ 1.32 1.55 1.43
owned nursing facilities typically transfer cash to their Nebraska ............ 1.86 1.82 1.94
parent corporations in order to obtain more favorable Nevada ............. 1.56 1.56 1.39
investment returns. Among the different bed size groups, New Hampshire .. ... .. 1.54 0.77 0.71
the largest nursing facilities maintained the highest, most New Jersey .......... 1.20 1.04 0.80
favorable, median current ratio, 1.51 in 1994. The smali- New Mexico . ...... ... 1.33 1.39 0.88
est nursing facilities maintained a median current ratio of New York ............ 1.36 1.42 1.29
only 1.39. North Carolina ......., 1.21 1.27 1.26
’ North Dakota ......... 1.83 1.43 1.51
Ohio ................ 1.26 1.32 1.25

Oklahoma ........... n/a n/a n/a

Oregon ............. 1.36 1.51 1.56

1994 1993 1992 Pennsylvania ......... 1.88 1.87 1.78

) Rhode Island ...... ... 1.14 1.23 1.10

All Nursing Homes ... ... - 1.50 1.49 1.45 South Carolina . ...... 1.24 1.00 0.95
Investor-Owned . ... . ... 143 1.42 1.39 South Dakota ........ 2.45 1.2 1.63
Government ........ .. 2.38 2.96 2.12 Tennessee ........... 1.81 1.47 1.20
Not-for-Profit .......... 1.82 1.94 1.89 Texas ............... n/a 1.84 1.93

-~ Uah ... ... oL n/a n/a n/a
System-Affiliated ... .. .. 1.51 1.50 1.47 Vermont ............. 1.54 1.22 0.98
Freestanding .......... 1.47 1.47 1.42 virginia ... .. ..., 1.88 1.94 1.68
049 Beds .......... .. 1.39 1.45 1.39 . Washington . ....... .. n/a n/a n/a
50-99 Beds ........ ... 1.48 1.49 1.45 West Virginia . ...... .. 2.33 1.71 1.95
100-199 Beds .. ... . .. 1.52 1.51 1.47 Wisconsin . ........ .. 1.47 1.40 .21
200+ Beds . . ...... . 1.51 1.45 1.43 Wyoming ......... ... 0.70 1.21 1.65
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DEBT SERVICE COVERAGE RATIO

Calculated as the sum of net income, depreciation, and interest expense divided by annual debt service. Debt service
coverage ratio measures the ratio of available funds for the payment of debt service to a specific year's principal and
interest payment. It is one measure of a nursing home's ability to repay debt or creditworthiness.

1994 1993 1992
Alabama ............ 3.42 2.85 3.52
Alaska ............. 3.31 2.59 1.54
Arizona ............. 1.50 1.44 1.50
Arkansas ........... 4.00 4.15 3.57 |
California ........... 1.29 1.39 1.36
Colorado ........... 1.82 2.58 1.77
Connecticut ......... 1.82 2.31 2.30
Delaware ........... 1.68 1.78 1.52
District of Columbia . .. 1.98 2.3 2.77
Florida ............. 1.94 2.39 2.87
Georgia ............ 1.86 1.77 1.75
Hawaii ............. 1.72 1.92 1.87.
: S ldaho .............. 1.82 143 205
L — L o . llinois .............. 2.83 1.94 2.51
0.00- 1592 ' 1903 1984 Indiana ............. 1.42 1.48 n/a
lowa ............... 3.07 3.21 3.1
Kansas ............. 2.31 2.1 2.02
] i Kentucky ........... 2.89 3.04 2.29
As evidenced by a median debt service coverage ratio of Louisiana ........... 2.13 2.33 2.41
more than 2.1 times, the nursing home industry's ability Maine ..., 77 1.22 1.37 1.30
1o service its debt continued to improve in 1994, a Maryland ..........1 2.23 1.94 1.95
reflection of the industry's improved profitability. Govern- Massachusetts . ... ... 2.01 1.99 177
ment-owned facilities, with a median debt service cover- Michigan ............ 2.41 1.99 1.99
age ratio of 3.1 times, maintained the best ability to Minnesota .......... n/a n/a n/a
service their debt among all ownership types in 1994. Mississippi .......... 3.45 1.96 2.22
The median debt service coverage ratio for not-for-profit Missouri ............ 2.87 1.16 1.89
facilities, in comparison, was 2.5 times, and the median Montana ............ 2.66 2.72 2.16
for investor-owned facilities was only 2.0 times. The siz- Nebraska ........... 4.01 3.59 3.06
able debt burden carried by investor-owned facilities is Nevada ............. 2.57 2.40 2.53
the primary reason for their weak debt service coverage. New Hampshire ...... 3.16 . 2.59 2.56
Among the different bed size categories, ability to ser- New Jersey ......... 1.52 1.65 1.08
vice debt increased with the size of the facility. The New Mexico ......... 2.86 2.81 1.74
smallest facilities demonstrated a median debt service New York ........... 2.50 2.46 2.24
coverage ratio of 1.6 times in 1994, compared with a North Carolina ....... 1.85 2.10 1.63
median of 2.3 times for the largest facilities. North Dakota ........ 2.48 2.43 1.60
Ohio ............... 1.21 2.18 2.93
Oklahoma . .......... n/a n/a n/a
Oregon ............. 1.67 2.55 1.99
1994 1993 1992 Pennsylvania ........ 2.96 273 2.77
' Rhode Island ........ 0.72 1.00 1.12
All Nursing Homes ....... 2.12 2.05 2.01 South Carolina ....... 1.65 1.53 1.55
investor-Owned ........ 2.03 1.92 1.88 South Dakota ........ 473 4.49 4.38
Government ........... 3.05 2.82 2.66 Tennessee .......... 3.23 2.25 1.46
Not-for-Profit .......... 2.48 2.31 2.20 Texas .............. 3.23 2.82 2.70
System-Affiliated 242 004 017 Utah ............... 2.53 2.39 1.83
Freestanding . ... ... ... 1‘99 1.98 1'95 Vermont ............ 2.70 1.85 1.83
""""" ’ : : Virginia ............. 1.97 1.66 1.60
049 Beds ........... . 1.58 1.77 1.53 Washington ......... 2.16 1.81 2.23
50-99 Beds ......... 2.12 2.08 2.01 ! West Virginia ........ 2.01 2.00 1.53
100-199 Beds . .... .. .. 2.31 2.21 2.19 | Wisconsin . .......... 1.75 1.86 1.64
200+ Beds ............ 2.26 2.23 2.20 Wyoming ........... 1.94 1.56 1.42 J
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Maine Non Hospital-Based Facilities
Comparative State Average Operating Cost Information
Fiscal Years Ended September 30 Through August 31, 1995 and 1996

1995 1996
Total - Medicaid Total Medicaid
Cost Allow. Cost* - Cost Allow. Cost*
Direct care costs $ 4427 $ 4421  41.7% $ 4764 $ 4758 42.2%
Indirect care costs 11.22 10.71 10.2% 12.46 11.82  10.4%
Fixed costs 23.64 23.08 21.7% 24.67 23.64 21.0%
Routine costs 51.78 27.94 26.4% 56.48 2977 26.4%
Total ‘ $13091 $105.94 1009 $141.25 $112.81 100%
Salaries and fringe benefits 63.8% 62.3%
percentage of total,
excluding Administrator and owners
Average direct care hours per
resident day ' 3.7 hours ‘ 3.9 hours

*  Payment rates are facility-specific based on 1993 allowable costs (not current .costs) increased for
inflation, and limited to prescribed peer group caps for direct care, indirect care, and routine
components of $47.54, $11.07, and $28.61, respectively, as of June 30, 1995. Direct care
component of each facility’s rate adjusted quarterly for change in average acuity of Medicaid
residents in the facility.



Maine Non Hospital-Based Nursing Facilities
Occupancy and Resident Mix Information
Fiscal Years Ended September 30 Through August 31, 1995 and 1996

1995 1996
Facilities 129 127
Resident Days
Nursing facility ,
Medicare 139,110 4.2% 196,765 6.5%
VA 9,786 3% 7,961 3%
Medicaid 2,580,379 78.4% 2,319,751 76.6%
Self-pay 563,946 17.1% 504,020 16.6%
3,293,221 100% 3.028.497 100%
Residential care ,
Medicaid/state 33,132 66.6% 51,447 56.5%
Self-pay 16.632 33.4% 39.603 43.5%
49,764 100% 91,050 100%
TBI 11,930 10,640
Mental health 6.356 7.555
Total days 3,361,271 3,137,742



Key Statistical and Financial Comparisons
Abstract from 1996 Edition of
“The Guide to the Nursing Home Industry”*

National
Average

: 1994
General Statistics
Licensed beds 100
Occupancy , 93.9%
Medicaid utilization 71.66%
Salary and benefits per FTE $21,801
Revenue/Expense Per Day
Net patient revenue $84.11
Operating expense 82.68
Direct care expense 29.38
Indirect care expense 14.43
Administrative expense 22.19
Interest and deprec. expense 6.96
Ancillary 2.34
Financial Ratios
Profit margin - 3.5%
Current ratio 1.5
Debt service coverage ratio 2.12

Maine
1994 1993 1992
Data  Ranking**

66 50 66 65
95.4% 22 97.3%  96.5%
80.6% 10 80.3%  78.4%

$28,104 10  $27,924 $27,593
$97.24 18 $93.52  $89.86
98.47 17 94.27 89.56
35.54 12 35.95 36.17
13.83 28 14.77 14.52
16.18 48 16.32 15.30
9.09 15 964  10.67
2.48 29 - 228 1.49
1.6% 39 2.2% 2.4%
1.09 50 1.29 1.03
1.22 49 1.37 1.30

* A publication of HCIA, Inc. and Arthur Anderson, LLP

** Tncludes 50 states and District of Columbia



Maine Non Hospital-Based Nursing Facilities
Summary of Financial Position and Results of Operations

Maine DHS 1996 Summary of Cumulative

Profit (L.oss) 1993 1994 995
Number of facilities for wﬁich information available 109 105 ‘ 97

Cumulative profit (loss)

Berry, Dunn, McNeil & Parker Data Base

Number of facilities
Cumulative equity (deficit)
Number with equity
Number with deficit
Cumulative return on equity
Cumulative profit margin

$703,444 $246,413  $(118,900)

Fiscal Years Ended Fiscal Years Ended

September 30, 1994 September 30, 1995
Through Through
August 31, 1995 March 31, 1996

92 53
$31,341,595 $(7,513,083)
65 27
27 26
3.8% negative
5% negative



I MAINE MEDICAID PROGRAM NF RATE-SETTING :

Most recent rate-setting regulations effective for fiscal years beginning on or after July 1, 1995.Sani-proq:eaivema(emptTBImisthnmpddnuownblemre&ospeaive}y)
based on facility-specific base year (fiscal years begimming on or after October 1, IM)Mkmlhnhdwpumaphﬂawdtqwﬁsalyw.Twopeagmups,
hospital-based and all others. No prescribed rebasing )

| Rate Components v
I Direct Care '

Lower of facility’s case mix adjusted base year allowable CPD inflated to June 30, 1995 or ° Nursing salaries and fringe benefits (excluding DON)
peer group caps ($47.54 far non hospital-based facilities and $64.78 for hospital-based, 112% . Activities salarics and fringe benefits

of median). Applicable CPD adjusted quarterly for facility’s average case mix index of : ) ’

Medicaid residents in-house on 15th of last month of second preceding quarter.

MDS+ assessments required for all residenis. Rate is reduced from 2% to 10% if unacceptable
error rate identified by audit. RUGS I classification system used with Maine wage rates
applied to 1990 national time study data to calculate relative weight for each of the 44
classifications.

If actual allowable CPD less than rate, facility repays 75% of difference to DHS.

I Indirect Care I

Pharmacy, social service, and dietary consultants
Medical Director - limited to $1,200 monthly

Lower of base year allowable CPD inflated to June 30, 1995 o peer group caps ($11.07 for . DON salaries and fringe benefits
noa hospital-based facilities and $18.28 for hospital-based, 110% of median). Applicable June . Social services salaries and fringe benefits
30, 1995 CPD inflated to current fiscal year. No annual retrospective settlement. e Food

- *  Medical supplies

F_ixed Cost '

Facility-specific allowable CPD incurred calculated using higher of actual resident days for
year or days equivalent to 90% occupancy.

Interest on long-term debt
Depreciation and amortization :
Property, liability, and malpractice insurance -

Depreciation recapture applies to lower of accumulated depreciation or gain realized on sale Workers’ comp costs including insurance premiums and deductibles

of depreciable assets. Credits against recapture of building depreciation which eliminates Gross Receipts Tax
recapture after 25 years of ownership. Water and sewer connection
Return on equity (8%) for proprictary providers
Rent
Administrator in training salaries and fringe benefits with prior approval
I Routine Cost I ) . -
Lower of base year allowable CPD inflated to June 30, 1995 or peer group caps. ($28.61 ° All other operating expenses except ancillaries and those not included in
for non hospital-based and $49.88 for hospital-based, 108% of median). preceding componets. .

Administration and Policy Planning Ceiling sets maximum amount based on licensed beds
that can be included in allowable cost for administrator's compensation and fringes,
professional accounting costs, and other administrative functions.

l Ancillaries I

Separately billable on fee-for-service basis . PT, OT, ST, medication and drugs, and DMERC.

Other Considerations

All facilities required to have minimum of 20% of beds licensed for Medicare participation : :

° Capital expenditures in excess of $500,000 and all transfers of ownership require CON. No CON can be issued if project increases annual Medicaid payments to facility. Basis of
proparty for determination of allowable interest and depreciation expense limited to CON approved capital costs for new construction or seller’s original approved historical cost fo
a sale.
Medical eligibility requirements changed in ‘94. Reduced average occupancy from 98% to below 90%. Current regulatory policy focused on reducing NF beds.



Summary
Maine Medicaid Nursing Facility Rate-Setting Process

The “Principles of Reimbursement for Nursing Facilities” is the governing body of regulations which
establishes procedures for determining Medicaid rates for Maine nursing facilities. These regulations
have been extremely volatile with substantial changes occurring annually since 1988. The current
regulations described herein are those effective for fiscal years beginning on or after July 1, 1995.

General Description

The payment system is a semi-prospective methodology based on facility-specific base year (fiscal
year beginning on or after October 1, 1992) allowable costs with peer group caps. There are two peer
groups, hospital-based facilities (licensed nursing facility beds located within a hospital building) and
non hospital-based facilities. A portion of the rate (direct care) is adjusted quarterly for changes in
each facility’s average case mix index for Medicaid residents only, and all components except fixed
costs are inflated annually. The regulations do not provide for any mandatory rebasing of the costs
or the base year average case mix index (based on assessments of Medicaid residents in each facility
on March 31, 1993). Although there are 44 different RUGS 1III clinical classifications based on
differing resource needs and associated cost used for classifying residents based on MDS+
assessments, use of each facilities’ average case mix index for Medicaid residents for rate-setting
purposes results in an average rate per day paid to each facility for all Medicaid days of care rendered
irrespective of the acuity and resource needs of individual residents. .

Rate Components

A facility’s Medicaid rate is the aggregate total of four components; direct care, indirect care, routine,
and fixed costs. The operating expenses included in each component and the methodology for
calculation of the rate are summarized below:

«  Direct Care - includes salaries and fringe benefits for all nursing staff (except the DON), ward
clerks, and activities personnel. The applicable rate for each facility is the lower of the
facility’s case mix adjusted base year allowable direct care cost per day (base year allowable
cost per day divided by base year case mix index) inflated to June 30, 1995, or the peer group
cap. The caps ($47.54 for non hospital-based facilities and $64.78 for hospital-based facilities)
are 112% of the respective peer group base year case mix adjusted allowable direct care cost
per day at June 30, 1995. The applicable June 30, 1995 amount for each facility is multiplied
by the facility’s average case mix index calculated on a quarterly basis using MDS+
assessments for Medicaid residents in-house on the 15th day of the last month of the second
preceding quarter, plus inflation. The RUGS III classification system, used to classify
residents and calculate the average case mix index, provides 44 potential resource utilization
groups with differing relative resource weights applicable to each classification based on the
estimated nursing minutes and average hourly rates applicable to each nursing position.

If a facility’s allowable direct care cost per day is less than the weighted average quarterly
direct care rate paid during a fiscal year, the facility is required to repay 75% of the “savings”
to DHS.



A facility’s direct care component is reduced if an unacceptable error rate in MDS+
preparation is discovered by DHS through the assessment review process. Penalties range
from 2% to 10% for error rates ranging from 35.8% to above 45% of the sample.

« Indirect Care- consists of the salary and fringe benefits of the DON and social service
personnel, raw food costs, vitamins and food supplements, medical supplies, pharmacy
consultants, dietary consultants, and medical director costs limited to $1,200 per year. The
rate for each facility is the lower of the base year allowable cost per day inflated to June 30,
1995, or the peer group cap. The peer group caps ($11.07 for non hospital-based facilities
and $18.28 for hospital-based facilities) are 110% of the respective peer group medians at
June 30, 1995. The applicable June 30, 1995 amount for each facility is inflated to the
appropriate fiscal year-end. This component of the rate is prospective.

« Fixed Cost - includes depreciation expense, amortization of leasehold improvements, real
estate and personal property taxes, real estate insurance premiums, interest on long-term debt,
return on capital for proprietary providers (8%), rent expense, amortization of finance start-
up and organizational costs, insurance premiums for motor vehicles, liability and malpractice
coverage, workers’ compensation costs, salaries and fringe benefits associated with an °
administrator in training for an approved program, gross receipts tax, and water and sewer
fees for initial connection to a community water and sewer system. Fixed costs are reimbursed
retrospectively based on the actual allowable costs per day incurred for each fiscal year. An
interim rate is based on the most recently audited cost report adjusted for any capital
expenditures approved through the Certificate of Need (CON) process.

» Routine Cost - consists of all allowable operating expenses not included in the other three
components. The rate for each facility is the lower of the allowable base year cost per day
inflated to June 30, 1995, or the peer group cap. The caps ($28.61 for non hospital-based
facilities and $49.88 for hospital-based facilities) are 108% of the respective peer group
medians at June 30, 1995. The applicable June 30, 1995 amount for each facility is mﬂated
to the appropriate fiscal year-end This component of the rate is prospective.

Therapy services are paid on a fee-for-service basis independent of the rate-setting process described
- above. All nursing facilities are required to have a portion of their Medicaid licensed beds also
licensed for Medicare. :

Other Considerations

Notwithstanding elements of case mix and prospective payment methodology in the rate-setting
system, the regulations are laced with archaic “cost reimbursement” restrictions on the allowability
of specific operating costs. Administrative expenses, which include compensation and fringe benefits
associated with the administrator and other defined administrative positions together with professional
accounting fees are limited by an “Administrative and Policy Planning Ceiling” (Ceiling) which is a
prescribed amount per licensed bed. The Ceiling is part of the routine cost component. Management
fees, irrespective of to whom they are paid, are not allowed. Use of a facility average rate per day
calculated based on a static base year and use of an average base year case mix index using only
Medicaid residents in-house for one day, March 31, 1993, and subsequent adjustment by the use of
a facility average case mix index based solely on Medicaid residents in a facility on one day each
quarter, totally disassociates the payment from any reflection of the actual resource needs and related
cost of providing the required services to specific residents.

2



Al capital expenditures in excess of $500,000 and all changes in licensed capacity or ownership

require CON approval. As a result of 1993 legislation, no CON will be granted for any project,
including change of ownership, which results in higher annual Medicaid payments to a facility
* compared to those that would have béen made absent implementation of the project. The basis of
depreciable property and land for the purchaser for purposes of calculating allowable equity,
depreciation and interest expense s limited to the seller’s allowable Medicaid historical cost.
Recapture of depreciation is applicable for any disposition of depreciable property generating a gain
with the recapturable Medicaid portion of the gain, limited to accumulated depreciation, based on
historical Medicaid utilization. |



APPENDIX M

Letter from Michael McNeil to Paula Valente, Executive Vice President, Maine Health
Care Association, dated July 24, 1998






D BERRY, DUNN, McNEIL & PARKER
543 CERTIFIED PUBLIC ACCOUNTANTS
MANAGEMENT CONSULTANTS

July 24, 1998

. Paula Valente, Executive Vice President
Maine Health Care Association

317 State Street

Augusta, ME 04330

Re: Financial Stability of Maine’s Nursing Facilities

Dear Paula:

We understand MHCA intends to initiate an effort designed to raise the level of awareness of policy-
makers regarding the financial jeopardy currently threatening the nursing facility (NF) segment of
Maine’s health care delivery system. You requested we provide you a foundation for your communica-
tion and discussions regarding this effort. The following financial information and commentary are pro-

vided in response to your request.

Overview of Current Environment

There has been an accelerated decline in the financial stability of Maine’s nursing facilities during the
last three years caused by three primary factors: 1) a decrease in average occupancy from 97% to 86%;
2) payments by the Medicaid program that are less than the cost of providing services to the respective
program beneficiaries (documented by DHS Division of Audit presentation to Commission to Examine
Rate Setting and Financing of Long Term Care Facilities as a minimum of $16 million less than defined
“allowable” cost in 1996); and 3) an escalating pressure on wage rates caused by substantially full em-
ployment.

The current technical insolvency of many of Maine’s nursing facilities brings us perilously close to the
point where many will be forced to avail themselves of bankruptcy protection and/or terminate services,
a situation that will have adverse consequences for not only those providers, but also Maine taxpayers
and Maine’s long term care consumers.

Statistics showing Maine is in the top ten nationally relative to per diem reimbursement rates and per
capita expenditures often are cited as evidence of inefficient management, and the conclusion is drawn
that this is the real cause of facilities financial distress. The conclusion is erroneous and ignores several
critical realities. First, the table of state Medicaid expenditures (copy enclosed as Exhibit IIT) shows
Maine decreased Medicaid expenditures for nursing facility care by 12% from 1992 to 1997 ($229 mil-
" lion to $202 million), while the remaining states and District of Columbia collectively increased Medi--
caid nursing facility payments by 34%! No state except Maine decreased its nursing facility expendi-
tures in this period. Secondly, a discussion of per diem or per capita expenses does not provide any
conclusive measure of effectiveness or efficiency without analysis of the factors that influence. these cal-

Offices in: Bangor. Maine Portland, Maine Lebanon, New Hampshire Manchester, New Hampshire



Paula Valente, Executive Vice President
Maine Health Care Association
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culations, such as demographics, licensing standards, size of facilities, geographic wage differences,
geographic construction cost differences, third party utilization, and relevant aspects of the regulatory
environment. -

Financial Analysis

The basis of all Maine and national information prior to 1997 referenced below and in the accompanying
Exhibits is the 1997 edition of “The Guide to the Nursing Home Industry” publication of HCIA. The
most recent data available is for 1995. :

Exhibit I provides key financial ratios for 1993 — 1995 with Maine compared to similar national infor-
mation. Exhibit I also reflects information abstracted from financial statements for 117 of the 129
Maine nursing facilities for 1997 (no financial statements available for remaining 12 facilities). The ra-
tios most relevant to the evaluation of financial stability are the profit margin, the current ratio, and the
debt service coverage ratio. We consider minimum acceptable ratios to be 3%, 1.2 and 1.2, respectively.
Maine’s cumulative averages are not only deficient when compared to minimum acceptable ratios, they
are also substantially below the national medians for the period 1993 — 1995. The 1997 information re-
flects further deterioration from the 1995 data with a profit margin of less than 1% and a current ratio of

less than 1.

Exhibit II reflects the 1997 financial ratios for nursing facilities segregated by region (the regions are
county groupings which conform to those identified in the Maine “Principles of Reimbursement for
Nursing Facilities” for the determination of inflation factors), and between not-for-profit and proprietary
organizations. The ratios for the nursing facilities funded through the MHHEFA bond program are also
separately identified. Exhibit I also provides the number of facilities in each grouping exhibiting speci-
fied adverse financial characteristics. Those facilities funded through MHHEFA are weaker than the
total population with a negative profit margin approaching 3%, a current ratio of approximately 1, a debt
service coverage ratio of less than 1, and cumulative negative equity.

As supporting material, we have included copies from the HCIA publication reflecting the source of the
profit margin, current ratio, and debt service coverage ratio information reflected in Exhibit . We have
noted on those schedules the ranking of Maine, New Hampshire and Vermont in relation to other states
for each of these ratios. The higher the ranking (number) the worse the relative standing. Based on the
1995 data, Maine is 37" in the country with regard to profit margin, 41* in the country with regard to
current ratio, and 46" in the country with regard to debt service coverage. The ranking in each category
portrays extreme relative financial weakness. ’

To address concerns regarding the relatively high cost per day and per capita cost of Maine’s nursing
facility care in relation to other states, we have included additional excerpts from the HCIA publication
providing data on the State average number of beds per facility, the percentage of Medicaid utilization,
the salary and fringe benefit costs per FTE, and the operating expense per resident day.

The operating expense per day information confirms that Maine does have one of the highest per diem
costs for nursing care, ranking 10% based on 1995 information. Also of note, Maine’s Northern New
England sister states are comparable with New Hampshire ranking 8" and Vermont ranking 17", This
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information, however, is not meaningful without understanding the following key operating characteris-
tics of Maine’s facilities in relation to other states:
e One characteristic that substantially influences the cost per day is the size of the facility.
The accompanying table reflecting the average bed size of nursing facilities shows Maine
ranks 46" in facility size, i.e. it has relatively smaller facilities than most states. Accord-
ingly, Maine’s cost per day for nursing facility care is of necessity going to be higher than
substantially every other state because economies of scale cannot be maximized and over-
head expenses (costs that do not vary directly with utilization) are spread over fewer patient
days.

e The table comparing state Medicaid utilization indicates Maine has the 12" highest Medicaid
utilization in the country. A substantially higher proportion of Maine’s total resident days
are funded by a program that recognizes less than the programs’ proportionate cost of opera-
tion, thereby diminishing financial stability relative to other states that have a higher propor-
tion of non-Medicaid utilization.

e The table comparing average salary and benefits cost per FTE reflects Maine as having the
5™ highest average compensation per FTE in the country. Since salary and fringe benefits ap-
proximate 65% of a nursing facility’s total operating expenditures, Maine’s ranking in this
area, coupled with the small average size of the facilities, is the primary cause of the rela-
tively high cost per day incurred by Maine facilities to deliver the care required, not ineffi-
ciency or ineffectiveness.

The last matter of importance is the financial condition of those facilities currently financed through the
MHHEFA program. The creation of available financing for nursing facilities through MHHEFA has
been characterized as a clandestine operation by nursing home providers to create a state subsidy for
their private benefit. Those who have this view were not involved in the 1991 legislative process that
created authorization for MHHEFA to facilitate such financing. The facts are that the catalyst for the
crafting of this enabling legislation was supported by DHS to create less expensive alternatives to com-
mercial bank financing for construction of nursing facility projects then being solicited by DHS, and to
provide a mechanism to refinance existing nursing facility mortgage debt at a lower interest cost. Since
interest expense is recognized for Medicaid reimbursement on a “pass through” basis, DHS desired to
reduce interest expense for nursing facilities, thereby reducing Medicaid expenditures for reimbursement
of same. Based on information provided to us during early 1997, it was estimated MHHEFA financing
had saved $30 million in interest expense, and this converted to savings for the Maine Medicaid pro-
gram of approximately $23 million. Enabling MHHEFA to facilitate nursing facility financing was a
cooperative effort by DHS, the providers and the Maine legislature to reduce the cost of financing to the
benefit of all parties. As the “rewards” are shared, so are the risks. The State’s risk inherent in the
MHHEFA program is one element of collateral offered to bondholders to attain the lower interest ex-
pense, the “moral obligation” of the State of Maine. The abrupt, unplanned change in long term care
policy in Maine from the solicitation of construction of new nursing facilities through 1992, to a policy
of dramatically reducing utilization, now jeopardizes the ability of borrowers to repay their debt. The
State’s “moral obligation”, consciously granted in 1991 in exchange for the lower Medicaid interest ex-
pense which has benefited the Medicaid program, may now be called upon to fund the amount necessary
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to repay the bondholders and/or preserve required reserves. Failure to provide this subsidy would jeop-
ardize the State’s credit rating and increase the borrowing cost of future financing for other purposes.
Perhaps more importantly, however, a deterioration of the nursing facility segment of our delivery sys-
tem will seriously jeopardize the availability of the service to those in need and create a damaging gap in
Maine’s healthcare continuum which will have to be rectified in a manner that has the likelihood of be-
ing more expensive than implementation of a plan to address the existing financial crisis facing current

providers.

A resolution to the current financial crisis for Maine nursing facilities is not going to be forthcoming
until policymakers are convinced that a problem actually exists and failure to resolve it will be detri-
mental to the State of Maine, its taxpayers, and the consumers of the healthcare services. We understand
it is with this objective that MHCA will be communicating with the Commissioner of the Department of
Human Services with the hope that dialogue can be directed toward the adoption of a meaningful reso-
lution to the budding crises. We are sincerely hopeful your efforts will raise the level of awareness re-
lated to the seriousness of the current situation, and lead to dialogue that will result in adoption of one or
more of the MHCA recommended actions for a resolution that is in the interest of all parties.

Sincerely,

Berry, Dunn, McNeil & Parker

By . ¢ LA,
Michael T. McNeil

Encs
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Comparisos {
g Historicsl National Dats
1997 13 195¢ 1983 1995 194 1993
ww'ﬂ—ilﬂ for which financial dsm svallable for 199T)
Total Profit Margin (%) (:54%) 180% 1.60% 221% 3.73% 121% 2.76%
Days in Receivable 15 28 2167 2185 38.18 3644 35.48
Days in Ascounis Payable® 15 1239 831 7906 12.79 1199 1167
Currestt 794 1,12 1.1] 129 1.51 1.49 1.49
Average Agt of Plant (Years) ) 0.84 7.18 783 9.76 B.B1 8
Long-Term Debt 10 Q.55 0.44 0.46 0.49 0.55 Q.51
Debt Service Coverage Ratio 1.1859 1.06 1.2 1.35 322 2.02 1.95
Pebt to Equity Ratio 6.0687 - - - - - -
Proprictary
Total Profit Margin D) (75%h) 1.86% 1.60% 199% 4.01% 33T% 2.93%
Days in Acooun:s e 32 2139 1994 21.65 3839 36,65 35.60
Daysin Accounts Paysblc® 17 1235 9.24 8.04 13.06 12.13 11.86
Current Ratio 9256 1.10 1.07 1.24 1.44 1.44 1.42
Average Age of Plant (years) g 284 732 162 9,01 8.27 1.51
Long-Term Debl © Assols -— 0.61 0.43 0.45 0.50 0.56 0.53
Debt Scrvice Coverage Ratio 1.0618 1.04 1.21 1.33 2.13 1.96 192
Debt to Bauity Retio 54,1874 - - - - - -
Net-For-Profit
Total Profit Margin (%) 4% 8% LIs%  NA 1.08%  95% 3T%
Days In Accousms Recelvable 2 ‘ag7 3040 3339 3964 32.17 3426
Days in Aocounts Paysbic® 9 13,07 9.49 727 9.82 9.93 87
Current Ratio 1.1655 126 0.7l 2.76 2.24 243 236
Averuge Age of Plent (years) 7 N/A NA N/A 15.36 14.06 1339
Long-Term Debt to Totsl - 039 068 NA 028 027 032
Debt Service Ratio 143438 1.18 1.33 N/A 2.89 2.26 2.99
Debr to Bquity Ratio 2. T36S - we - - - -
®The 1997 ratio inoludes only amounts classified gs “accounts payable™ in fucliiry financlal sratement, and gocs
ot inchide accrued kuedexpemminduded.ﬂiunimczeddﬁzmﬂn would increascto in
excess of 30 days for 1997.
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TOTAL PROFIT MARGIN
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napamnupn.'kulpmﬁ!mhis-mmun
sion of philanthropic comitastions, endowment (SVENUR,

mdeﬁousumlmuwuuq-mmﬂbb

Nursing homs continuad to Improve in 1995,
The median total profit margin for all US. mirsing homas
rase to 3.78 parcent In 1895, lrom 3.21 pmeant in 1094
poroent In 1998, Among mﬂm,‘w

and tystem-aWiinlod lacilities cominued 9 bo the most
profilable types of faciikies, Saming net Margns
and 5.30 porcent, roapecuvaly, in 1395, Tha: highar prof-
is of investor-owned and sysisatwaffiise| facilien iy
likaly attributable to thair grealar shility to comain costs.
Among the different nizs bed o3, moderstetly

Nedisr: Valuws
1888 vaes 1993

AN Nursing Homas . ...... ar L § ] an

trvestor-Owred . ... . . 4.0 v .93
Government . ...ocevns . 1.08 ais - 037
Now-m‘ IEEEERERE RN 3.40 z ‘n ‘“
Systam-Afliawd ....... 23 AT8 187
Freesianding ....... .e- 115 an 234
048 Beds .........un- 204 5P ) 185
S0-g0 Bede ....... vees 854 3.8 274
100~199 Bade . ..., ... 4.97 4.3 e
200+Beds . ........en L7 e 1.72
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. income, ahd gher revenues
valucs:raammeme@\.

ftaemen Valves
. 1905 1994 1

Alabgms +..coeoee--o 724 807 4.0

AR oveei-oirrne and .23 177
ARKOOR - eveecronets (1.98) 27 188
AKBNEES c-ccons--no £.68 556 §.50
CoMlonmid -voorsevrr:® 154 297 268
Colorsdo .....cnv--- 504 118 2.05
Conhectiol ...voc-oe 0.2 o.07 102
DOawam «...-0--0n 225 (o.28) 1.2
District of Colurrble ... oW 2.7 1.08
Flordt ...cooovecerr 7.4 252 &51
GOORER +oveverennes 187 37 248
HAWeA .cocecore ast e 263
MM . cveveinrscans f.18 .82 143
(1 JR D 334 8N 1Ko
WD.I.I.C--..I- " 3-“ m
JOWR ..comenevsossns 3 an ar
KBRORD :csvrevascai m 153 ass
Loulsiang «o..o--- o TBE T8 B3
MR oeevoernnns r g 1.80 180 221
Maryiardd ....... .86 488 34s
Massachusels ... .. wa 184 235
MehigeN . .o.oavenen N 27 212 1.98
w MEXEEAR TR 1m w 2.55
Miaseelpp ..o ..eee 405 e 103
Y o S 404 1.16 152
MOMBAR «covorvrens 222 3.14 292
Nulwasd® ,....-. in 550 485
Nowadt ..cicovecnsy a2 204 5.2
Now Hampstirs ... 1L 446 400 @34
NowJorsay ......... 438 193 a2
New WMERED ...cvivvs 6.18 (%} 617
Now Yok coecsenncns a.sY 4.0 2.9
North Carclimm .....-. 5.08 287 12
Nonh Dalola ...cv.-: 3.14 2.4 1.88
mo [ NN L] " ‘l" 037 : w
DRahoOMma .. -.o0 v e na ne n's
OMgon ...cocoevenes 0.44 1.61 157
Pormgyhana .....-.- 821 4.20 an
Fnods \eland . ... {1.44) {1.420 (0.87)
Soumhy Caroling ... ... . 0.16 0.70 096
Soan DakOWh ....000 0 4.08 621 423
Yorroos80 ... -+c0:- 154 541 3908
O R va na ne
Uan , cesvn . 7.41 8.98 7.0
vermont ....... 38 262 435 274
vicginla .. ... Neeeeane s . 3.1 2.5
Washingion «...-...- 1.54 228 224
west Viginla ........ 072 867 4,08
VGCONB o0 1 verenns 1.81 135 0.57
WYOmng ..eoco--oen 4.47 0.06 (0.30)
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CURRENT RATIO

Caicuinted as total

Currem o ic &N Indizstor of & NUMERG

are sbove Tha medisn.

N

wmmnmlrmuw

balanes of the cepreciation fund,

mnuqulayudmaymmtm

FE YO VN}

Lin. A e et imre

anomer moasure of
tots! @sses to todal
nursing Nome |

medan valuo o only 1.84
abie. invesor-owned
onzuae § (ower medisn cuvel

gither not-orprolit
mmoental teel

Nquidity, the current raio (a rakio of

gabliitiag), ncrensed

overal n 1985, Howewer,
remainge somewhal urdevor
ruxsing laclities continued %0 derm-
nt retio, 1.44 in 18965, than
faciilies, with & madan of 1,75, of

Iﬁbs,uhglu'dlnd

sliightly

for the
this

2.24. Ths Ip-
nwswing fuell-

Givided by towl curent

obligstions. Favorabie

fabikit

values

1888

Al Wurelng VMome ...... 287
Iwemor-Oened ... ... . 144
m ....... voe 178
System-Affiised ....... 158
-8B Beds ... ... .. 1.54
E0-B0Beds ... 00000 181
108-990 Beddt . .- .-~ 1483
[ T e R 142

Z1/9 #:6.88898L0T

Bedon Yeluss
te8: {088
.80 .48
.84 .42
243 .36
.84 958
1.82 1.6
1.67 1.867
1.44 142
1.37 185
1.81 151
.82 148

~(NVLLHOd J9RCE

Madien VYaluss

1868 1804 seaz
213 1.83 1.58

2.29 1.65 1.62

1.23 1.18 1.44

277 b X -1 2.594

1.2 1.48 138

0.97 1.45 12

127 1.37 125

1.4 1.29 087

0.89 254 1,13

1.6 1.50 139

1.08 130 1.40

261 1.88 1.41

1.36 130 1.73

2.04 2.32 240

154 1.57 1.48

1.64 157 176

121 121 1.3¢

1.54 1.5 1.94

LOUMBETR, «coocsseess- 208 2.08 215
BARIRG «voeracnrss | 1.12 1.1 1.28
MRV o oonerns 101 1.34 138
RARRESCPRSSENRE < .01 o0 1.94 1.1 %91
MICHQED ..cooovveens 1.70 152 1.44
RnAESORE .. . ves 178 143 1.08
Miosisalgp .. ... 0000 243 261 b3~
BAlggDest . - ... 1.8 1.36 1.58
m CE RN A N A I 1-” 1& 15
[TV 1 R .88 186 .
m IR R ER R R 3 1.“ 15 13
New Hesspshirs .. . £5. 159 154 077
NEW SEREY .o..vo00cn- 1.03 127 1.04
FY R 1T N i.68 {.20 133
mm eeeé o 1” 1!35 ‘“
N Casline ....... . 1.7 121 186
Nores Dates ..., 168 443 1.8
O coocrcoce 132 1.28 1.32
OREROMBE ...coo---«- e e wa
OPBEEBR <oc.oorcrrene 1.42 1.36 1.51
POERHRENR ..... e ot 203 1.90 1.87
ARCOS Beend ..., .- - 1,14 1.14 .89
Goustn CRIDING . .00. 1.2 1.23 1.00
Solm Dakes . ..... .. Y- 263 1.82
Tennessse .... i.72 161 148
TEIES cooccrovrone ce 147 wa 184
m lllll gePreoeg DA m m m
VEMTENE ... ..... 7Y s 187 121
VIFDBER cocvevnenoer - 184. 1.88 184
Vamiegesh ..o /e Rla we
WOET VBgRIS ... .. ... 218 228 1.7
Wasena ..ooc0.0.0 - 1.83 .46 140
Lo 063 0.70 121

3 - 11 2 G 88-%1-L

A INSS




JUL"27"1998 18:54 R

-M—“
DEBT SERVICE COVERAGE RATIO

Caicutated as the sum of ne! bumq,mdmn.andimwmbymwwmmw

mmgcmliomewﬁﬂnﬁaof
imerest payment. n‘-nnemmumotanum‘nghm‘s

anmm-m

unmggrmmmammwawucmrspmmd
ahility 1o repRy dabi OF CretinworTINARE. Favorabls valuos

1.72 .82 ass

Kanzat . e 4082 231 g.12
Asumcdbyom-ﬁ-nwnmumm KarWgey oooceremeee 251 303 .04
of 2.23 times, the nursing home incustry's 1bky B se% Loutslers ..o 223 213 2%
vbaimﬁmﬁuodbmpmhtma,mu MEOD ..over--noe ‘.ﬁ 1.08 122 135
improved prefitnbility. Govemment-owned hioikities, with Marylend . -...-- 214 220 154
o medign Jebl aervice coversge rano ol 250 Umes. Massachuesas .. .. (©os) 201 199
aintained the best ablity (o senice their deb! Smang MR . ovoeoesieer 228 248 19D
ab ownerahip types in 1835, The medisn oebt sorvics WEWOCE. . - --cocn ~a wa na
w°rm ratia h m'mm mm h mm. w .......... 8-11 a-a’ ‘-96
was 2,58 fimes, and the makan tor invastor owned fadi- MsSOUT] ..o oo see s 179
fies was only £.13 Gmes, The sZadk debl burden car MONMER ..-covoce et 247 2.6 are
Hes by investor-owned facimias Is the pAma:y reason for NeDASKR . ccovvevser 138 4.0 357
Ihe‘“, mk dﬂb‘l ‘."h mgu‘ mmg 'h‘ dm'“ m eeavbdrvoewsos 235‘ 2.57 1.3“
bed size Catogofies. Oy 1o sorvice deld increased Now Herpahira ... 24 225 218 OO0
with the siza of e laciity, The smaliest tacliites demon- Now JOrRRy . -ovocoe” 19y 152 188
atrated a median oabt s8lvice coverage 13k af 1.78 Now MORICO ..o oo 286 1.7 281
hated 3 495, compared with a median of 2 68 imes. ar New York ....... ... 254 233 246
the largest facilites. : North Caroline . 2% 1856 R.\B

‘ Noth DERO@ . ...000- 414 LT, <] 282

OMO .ccnmvrns 109 122 X1}

Okishomd ....ovve- na na na

m“wm m------ YRR 1-53 “’ 255

1885 1B 1 P;me ........ 484 2:: 2,76

....... . 198 1 1.00

AN Nursing Homas . .- - - gz um W Bouth Carokng ... .- 15 18

invasianOwned ... ... 2143 196 192 South DakoE2 . ....o» . .70 N o] 4.40

GOVEIMnMBNL . ... -s0ees 283 u® 2.9 Tennesses .....-.... 187 223 2.86

Nﬂ!-l’ofm --------- ¢ 2-“ 2.:’ 2416 m‘ s evere 2-55 '3.!3 2.‘2

Syatem-Amned . ...... 265 I Rvasiiia 278 253 239

Froosanding ..... . . aoe %;; %2 e 2 :’1’: :';?, ﬁ::

0-49Bede .........0n: 1.78 14i8 1.74 Washington .... 102 2.17 182

80-99 Beds ,.......0-- 21 -1 3 1.91 West Virginia . ..o. .- 1.5% 201 200

100~198 Bagds ........ 238 43 2.08 wWisounsin . . .. . wva wo wa
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m"m“d wmmm Wllll'.l'll.l 1m 113 113
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Fisca! Year
Begin
01/01/98
01/01/88
01/01/95
G7/01/95
01/01/96
01/01/96
07/01/95
07/G1/95
01/01/96
£1/01/95
01/01/85
01/01/26
04/01/85
10/01/95
10/01/95
05/01/95
09/01/95
01/01/96
01/01/98
01/01/86
01/01/96
05/01/95
01/01/98
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/85
10/01/85
01/01/95
01/01/96
10/01/95
10/01/95
07/01/95
01/01796
01/01/986
01/01/95
10/01/95
01/01/96
05/01/95
10/01/95
07/01/95
04/01/95
07/01/95
07/01/95
07/01/95
01/01/9G6
04/01/95
07/01/95
01/01/86
07/01/95
07/01/95

End
12/31/¢5
12131/S5
12/31/88
08/30/85
12/31/95
12/31/98
08/30/56
05/30/98
12/31/96
12/31/85
12131/€5

12/31/853 .

03/31/¢5
09/30/86
06/30/95
04/30/28
08/31/S5
12/31/66
12/31/98
12/31/¢8
12/31/96
04/30/96
12/31/86
12/31/98
12/31/86
12/31/96
12/31/98
12/31/96
12/34/98
12/31/98
09/30/95
12721195
1273195
09/302/96
09/30/95
06/30/98
12/31/88
12/31/96
12/31/95
09/20/95
12/31/96
05/31/95
09/30/96
06/30/96
03/31/96
06/30/86
06/30/96
06/20/96
12/31/96
03/31/95
06/30/96
12/31/96
06/30/96
12/31/98

Direct Care Compenant Savin

Ugoer Limit
Prz CM!
Not Inflated
$47.54
S47.54
£47.54
547.54
347.54
547.54
$47.54
$47.54
$47.54
$47.54
847.54
S47.54
S47.54

47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
S$47.54
$47.54
$47.54
847.54
$47.54
$47.54
$47.54
£47.54

47.54
547.54
$47.54
$47.54
$47.54
2£47.54
S47.54
$50.57
$47.54
$47.54
47.54
$47.54
$47.54
$47.54
S47.54
S47.54
547.54
S47.54
S47.54
S47.54

Direct
Reimb
Rate
$43.63
§51.37
$45.95
$55.66
548.98
$37.21
$53.C5
$40.54
$58.02
550.10
$55.40
$41.81
$48.79
$45.64
S54.73
$53.84
$52.28
$51.03
$38.17
$36.92
$49.36
$59.44
$39.42
$40.71
$47.24
$40.59
$42.12
$39.70
$46.78
$49.83
S43.66
$49.58
$40.42
$55.76
$47.85

'$50.21

$50.27
$43.17
$40.09
$43.66
$38.74
546.61
$45.30
545.97
$50.81
$39.81
546.55
543.25
$55.85
$38.57
$42.67
$43.63
$41.63
$42.47

'J)r/)(/,mmm.

Actua!

$43.25
$51.29
$47.43
$51.05
$48.38
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$51.84
$48.63
$45.50
$43.46
543.84
$38.69
$57.20
$44.55
S34.63
$64.19
$39.39
$50.61
$47.72
$59.28
$48.47

$40.57

$48.27
$35.85
$41.53

Savings

$0.33
$0.02
(51.52)
(55.39)
$0.52
(51.49)
(512.83)
(57.25)
$1.10
(515.56)
(510.35)
(52.45)
(55.00)
$1.73
50.12
(50.60)
(57.08)
(50.39)
$0.15
$0.15
$1.09
(38.76)
(53.88)
(51.57)
(34.79)
$0.77
(53.58)
(35.43)
(51.88)
$0.05
$1.02
$0.86
$0.80
(52.23)
(518.57)
(51.63)
$1.64
(52.33)
(53.37)
(50.18)
$0.05
(310.59)
$1.75
(38.71)
(513.38)
50.42
(54.08)
(34.47)
(33.50)
(59.90)
$2.10
(52.59)
$1.83
$0.94

nsiLoss

State
Days
15,605
15,695
17,815
17,316
17,097
24,365
62,748
20,958
21,989
13,340
22,815
16,104
49,479
31,445
20,821
24,645
29,101
10,706
18,975
10,021
21,223
12,925
15,839
21,747

9,889

8,205
14,461

9,087
11,247
15,666
15,656
15,330
17.794

9,847

5798
26,027
13,882
20,121
13,052
23,237
22,783
23,055
13,385
11,757

5178
16,120
28,747
29,580

9,014
15,809
33,491
17,060
22,855
11,836

Doliar Value
of Savings
$5,310
$1,255
(527,079)
‘(393,333)
$10.600
($38.304)
(5811,332)
(5152,155)
$24,188
(3207,570)
(3238,133)
(539,615)
(5247,395)
$54,400
$2,511
(514.787)
(5208,0335)
(54,175)
$2,8456
$1.503
523,133
(5113,223)
(561,455)
(S34,143)
(547,368)
$6,318
(851,770)
(549,342)
(521,144)
$783
515,969
$13,184
514,235
(521,959)
(5107,669)
(542,424)
$22,766
(546.882)
(544,019)
(54,183)
$1,139
(5244,152)
$23,424
(5102,403)
(569,282)
$6,770
(5116,713)
(5132,223)
($31,549)
(5158,509)
$§70.331
(544,185)
$41,825
$11.,220



01/01/€3
10/03/85
07/28!¢5
07/01/¢5
07/01/85
07/01/83
01/01/€5
01/01/€5
10/01/83
07/01/85
10/01/95
01/01/65
01/01/¢8
01/01/85
01/01/56
07/01/85
01/01/55
01/01/55
07/01/95
01/01/96
01/01/96
01/01/58
10/01/95
10/01/95
07/01/95
01/01/96
01/01/56
01/01/95
07/01/85
08/01/95
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/98
01/01/98
01/01/96
12/01/85
01/01/56
07/01/95
01/01/56
01/01/93
01/01/96
01/01/35
01/01/95
07/01/95
07/01/95
01/01/95
11/01/95
01/01/98
01/01/98
01/01/85

12/21/98
06/30/95
05/30/96
06/30/95
06/30/95
06/20/95
12/31/63
12/31/83
09/30/98
06/30/96
09/30/96
12/31/56
12/31/93
12/31/95
12/31/65
05/30/96
12/31/96
12/31/98
05/30/96
12/31/96
12/31/96
12/31/96
09/20/96
09/20/95
06/17/96
12/31/96
12/21/96
12/31/96
06/20/96
07/31/96
12/31/98
12/31/36
12/31/98
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
11/30/96
12/31/98
06/30/96
12131195
12/31/96
12/31/95
12/31/96
12/31/96
06/30/96
08/30/95
12/31/98
10/31/96
12/31/98
12/31/98
12/31/88

Dir
$47.54
§47.54
$47.54
$47.54
$47.54
$47.54
S47.54
$47.54
$47.54
S$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
S47.54
$47.84
547.54
$47.54
$47.54
$47.54
S47.54
$47.54
$47.54
$47.54
$47.54
$47.54
S47.54
$47.54
$47.54
$47.54
S47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
S47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
$47.54
S47.54
$47.54
$47.54
$47.5¢4
S47.54
S47.54

$49.15
$50.32
$53.60
$53.03
$50.81
$52.91
548.83
$51.04
537.99
$44.43
S44.61
S45.61
$55.08
$49.47
$48.74
$32.07
S44.40
$47.60
$36.12
S41.54
$48.31
$44.30
$52.37
$45.65
$48.44
$43.44
$32.14
$54.89
$47.02
$46.25
$47.57
$54.10
$55.22
$38.37
$43.50
$40.53
$51.16
$41.30
$55.05
$48.06
545.62
$46.14
$50.20
$52.09
$45.80
$43.95
$44.88
$45.38
$36.13
347.53
$38.21
$45.68
$50.88
$55.00
$42.03

$57.65
$49.78
$53.43
$58.11
$56.8¢
357.23
$48.20
$50.53
$40.33
$49.15
$45.330
343.37
$54.43
$48.25
$57.21
$32.93
$49.63
$47.20
$35.63
$43.97
$48.12
$43.35
$52.37
$45.21
$49.70
$43.C4
$31.90
$63.78
$49.05
$44.67
$47.75
$55.23
364.71
337.74
343.93
$42.11
$54.39
$40.01
$58.12
S47.79
$47.73
$65.27
$54.45
$62.73
$44.85
$42.43
$42.69
$53.6S
537.12
$47.05
$39.18
$46.19
$49.53
$57.50
$42.80

cct Care Component Saving

(38.86)
$0.54
$0.17

(55.08)
(35.08)
(54.37)
$0.63
$0.54
(52.33)
(54.72)
(30.68)
$3.24
$0.68
$0.21
(52.17)
(51.88)
(35.56)
$0.40
$0.19
(52.43)
$0.19
$0.94
$0.00
50.35
(51.26)
$0.40
$0.24
(58.89)
(51.13)
$1.69
(50.18)
(51.13)
(59.49)
$0.63
(50.28)
(51.53)
(53.23)
$1.29
(53.07)
$0.27
(52.11)
$9.87
(54.25)

(510.64)
$0.95
$1.52
$2.19

(57.23)
(30.99)
50.48
(50.97)
(50.31)
$1.35
(52.50)
(30.77)

s/Loss

8,158

4,803

5,351
25,160
12,388
29,739
13,753
29,587
18,830
17,384

5,923
12,641
26,818

5,651
17,598
10,635
11,430
12,730

8,013
10,239
23,101
17,797
15,367
26,887

7,817
19,063
15,271
14,062
24,965
27,686

12,669 .

7.747
17,860
17,883

5,390

9,309
17,007

8.637
19,098
30,489
25,093
13,782
50,165
70,207
17,181
11,808

9,619
15,615
12,048
17,205
16,345
11,017
23,169
12,087
11.332

(371,780)
$2.594
$910
(5127.813)
(575.319)
(3129,959)
$8,664
$15,004
(545,053)
($92,052)
(54,135)
$40,957
518,235
$1,187
(5161,374)
(318,761)
(563,551)
$5,092
$1,522
(524,881)
$4,389
$16,729
SO
$9,410
(59,849)
57,625
$3.665
(5125,011)
(528,210)
547,127
(52,280)
(58.754)
(3169,491)
$11,266
(51,509)
(514,243)
(554,933)
$11,142
(558,631)
$8,232
1($52,946)
$11,990
(5213,201)
(5747,002)
516,322
517,948
$21,066
(5113,677)
(511,928)
$8,258
(515,855)
(53,415)
531,278
(530,218)
(38,726)

(55,712,390.00)



Fisca! Year
Begin
01/01/96
01/01/96
01/01/¢6
07/01/95
01/01/96
01/01/96 1
07/01/25
07/01/95
01/01/98
01/01/98
01/01/96
01/01/96
04/01/95
10/01/95
10/01/95
05/01/95
09/01/95
01/01/96
01/01/96
01/01/86
01/01/96
05/01/85
01/01/98
01/01/96
01/01/96
01/01/96
01/01/86
01/01/36
01/01/96
01/01/96
10/01/95
01/01/96
01/01/96
10/01/95
10/01/95
07/01/95
01/01/96
01/01/96
01/01/98
10/01/85
01/01/96
06/01/95
10/01/85
07/01/95
04101/95
07/01/95
07/01/95
07/01/95
01/01/96
04/01/95
07/01/95
01/01/96
Q7/01/95
C7/01/98

End
12/31/28

12/31/95

12/31/35
06737195
12/31/95

12/31/98
06/30/96
05/30/95
12/31/98
12/31/98
12/31/95
12131195
03/31/95
098/30/96
09/30/96
04/30/96
08/31/96
12131196
12/31/96
12/31/98
12/31/96
04/30/986
12/21/96
12/31/98
12/31/96
12/31/986
12/31/985
12/31/98
12/31/96
12/31/96
09/30/86
12/31/98
12/31/96
09/30/96
09/30/95
06/30/98
12/31/96
12/31/96
12/31/98
09/30/96
12121196
05/34/98
09/27/96
08/2 /98
03/3° 95
05/3./28
06/30/95
06/30/96
12/31/98
03/31/28
06/30/96
12/31/98
06/2 /88
12/2°1/98

Indirect Care Component Savings/Loss

indiract

Indirect

Upper Limit Reimb.

Not Inflated
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
€11.07
©11.07
€11.07
$11.07
$11.07
511.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.77
$11.07
$11.07
S11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07

Rate
52.43
$10.84
$9.32
$11.44
$10.68
$10.59
$8.35
$9.65
$10.18
$11.62
$10.78
$11.58
$9.33
$11.56
$11.60
$12.27
$11.06
$11.64
$8.27
$11.32
$9.41
$11.82
$9.69
$8.85
$8.28
$11.65
$9.63
$10.30
$9.79
$6.72
$11.50
.§7.29
$10.79
$11.58
$11.58
$10.81
$11.62
$8.07
$38.53
$8.27
$9.36
$12.18
$9.43
$11.05
$9.63
$10.80
$8.97
$8.76
$11.62
$9.50
$10.50
$10.55
$10.69
$10.61

Actual

$10.13
$11.34
$11.10
$13.34
$12.59

$9.04
$10.68
$10.73

$9.23
$13.22
S11.82
$12.18
$10.59
$12.49
$13.69
$13.21

$9.91
511.88

$7.66
$10.72
$12.36
$14.84

§9.75

$9.50

$7.43
$13.68

$9.76
$14.08
$12.44
$10.64
$11.40

$8.53
$10.04
513.15
$13.63
$12.71
312.81

$9.55
$10.33
$11.44

$9.55
$18.87
$12.42
$13.80
$10.44
$10.80
$10.32

$9.30
$11.65
$11.71
$11.51
$12.76
$10.17
$11.27

‘Paz

t

“

Savings

(50.70)
(50.50)
(51.78)
(51.90)
(51.91)
$1.55

(52.33)
(51.08)
$0.88

(51.60)
(51.02)
(50.60)

(52.95)
(53.02)
(50.08)
(50.65)
$0.85
(52.03)
(50.13)
(53.78)
(52.65)
(53.92)
$0.10
(51.24)
$0.75
(51.57)
(52.05)
(51.90)
(51.19)
(51.48)
(51.80)
(53.17)
(50.19)
(56.69)
(52.99)
(52.75)
(50.81)
$0.10
(51.35)
(50.54)
(50.03)
(52.21)

(51.01)

(33.21)
$0.52
{50.63)

State
Days

16,605
15,695
17.815
17.316
17,097
24,365
62,748
20,958
21.889
13,340
22,815
16,104
42,479
31,445
20,921
24,645
29,101
10.706
18,975
10,021
21,223
12,925
15,839
21,747
9,889
8,205
14,461
9,087
11,247
15,666
15,656
15,330
17,794
9,847
5,798
26,027
13,882
20,121
13,062
23,237
22,783
23,055
13,385
11.757
5,178
16,120
28,747
29,580
9,014
15,809
33,491
17.060
22,855
11,838

Dollar Value

of Savings
(511,624)
(57.848)
($31.711)
(532.900)
($32.655)
$37,768
(5143,203)

(52

$33.456
(52,569)
11,575
$5.013
(562,608)
(539.034)
(5950)
($14,135)
$8,406
(518.656)
($1.880)
($34,349)
(522.805)
(561.411)
$1,566
(519,009)
$13,348
(515,460)
(511.888)
(849,451
(516,520)
(S28.779)
(523,512
(57.3 681

(540,021
(532.332
(54,194

51,612

)
)
)
(3154, 238)
)
)
)
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01/01/€5
10/03/93
07/26/95
07/01/95
07/01/¢5
07/01/85
01/01/95
01/01/85
10/01/85
07/01/25
10/01/95
01/01/68
01/01/25
01/01/¢3
01/01/65
07/01/25
01/01/96
01/01/86
07/01/85
01/01/986
01/01/96
01/01/96
10/01/95
10/01/95
07/01/¢5
01/01/96
01/01/86
01/01/96
07/01/95
08/01/85
01/01/86
01/01/98
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/26
01/01/96
12/01/95
01/01/96
07/01/95
01/01/93
01/01/86
01/01/96
01/01/85
01/01/95
C7/01/85
07/01/85
01/01/96
11/01/85
01/01/96
01/01/286
01/01/96

12/31/96
06/3C/86
05/30:26
06/30.26
06/30;J6
0€/30/06
12/31/96
12/31/96
09/30/96
06/30/96
09/30/96
12/31/96
12/31/96
12/31/96
12/31/96
06/30/96
12/31/96
12/31/96
06/30/96
12/31/96
12/31/86
12/31/96
09/30/96
09/30/96
06/17/96
12/31/96
12/31/96
12/31/86
06/30/96
07/31/96
12/31/96
12/31/96
12/31/86
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
11/30/96
12/31/96
06/30/96
12131196
12/31/96
12/31/96
12/31/96
12/31/96
06/30/96
05/30/96

12131196 -

10/31/96
12/31/96
12/31/96
12/131/96

incirect Care Compcaent Savigs/Loss

$91.07
$11.07
$11.07
$91.07
$91.07
5.1.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$141.07
$11.07
511.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.67
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07
$11.07

S$11.€2
S11.4%
$11.43
$11.43
S11.43
311.44
$9.11
$11.48
$9.01
53.67
S11.68
$10.24
$i1.64
$11.65
$71.65
39.65
$8.33
$11.18
S$11.43
$10.69
$8.50
Si0.11
$9.28
$9.99
$11.43
$4.55
$8.23
$11.60
$9.28
$9.58
$10.84
$11.46
$11.62
$8.23
$11.48
$10.35
$11.62
$11.55
$9.83
$9.70
510.17
$11.43
S11.44
$10.18
$10.46
$11.11
$11.65
$10.71
$8.03
$11.44
$11.64
$11.58
$8.09
$11.13
$10.25

$186.96
$16.64
$24.24
$12.80
$17.10
$13.63
S$11.23
$12.13

$9.59
$11.32
$13.88
S$11.18
$11.51
$14.25
$10.37
$10.64

$9.66
$12.26
$11.37
$11.50
$10.59
$10.40
$15.20
$10.12
$13.88

$9.40

$8.72
$15.85

$9.24
$14.36
$11.06
$17.94
$16.02

$9.85
$13.07
$10.69
$14.4¢
$15.45

$9.5%
$11.84
$12.4)
$10.42
$12.62
$24.93
s10.2¢8

§9.79
$11.58
$11.27

$9.54
312,67
$11.30
$13.60

($5.3-;
($5.2()
(312.8"3
(51.47)

(S5.67)

(32.19)
(32.12)
(50.65)
(50.58)
(51.65)
(52.30)
(50.94)
$0.13
(52.60)
$1.28
(30.98)
(51.63)
(51.08)
$0.06
(50.81)
(52.09)
(50.29)
(55.92)
(50.13)
(52.46)
(50.85)
(50.49)
(34.25)
$0.04
(34.78)
(30.22)
($6.48)
(54.40)
(50.73)

(51.59) .

(50.34)
(52.84)
(53.90)
$0.50
(52.14)
(52.23)
$1.01
(51.19)
(514.72)
$0.18
$1.32
$0.07
(50.56)
(51.51)
(51.23)
$0.34
(52.04)
(50.441)
(51.88)
(50.54)

£,152

<,803

5,351
25,160
12,388
23,738
13,753
23,597
18,930
17,384

5,993
12,641
23,818

5,651
17,598
10,635
11,430
12,730

8,013
10,239
23,101
17,797
15,367
26,887

7.817
19,083
15,271
14,062
24,965
27,886
12,669

7.747
17.860
17,883

5,390

9,309
17,007

8,637
19,098
20,489
25,093
13,782
50,165
70,207
17,181
11,808

9,619
15,615
12,048
17,205

© 16,345

11,017
23,169
12,087
11,332

(543.5¢4)
(524.978)
($53,543)
(535,985)
(57C,240)
(535.128)
(528.1585)
(312.238)
(510.879)
(S28.684)
(513,784)
(511,833)

$3.488
(514.693)
$22.525
(540.422)
(518,631)
(513,748)
$481
(58,294
(545,281)
(35.161)
(590.973)
(S3.495)
(519,230)
(516,204)
(57.,483)
(559,764)
$999
(5133,295)
(52.787)
($50.207)
(578,584)
(513,055)
(58.,570)
(53,165)
(548,300)
(533,684)
$5,729
(555,248)
(855,957)
$13,920
(559,695)
(51,033,447)
$3.093
$45,587
$673
($3,744)
(518,122)
(521,152)
$5,557
(S22,475)
(59,499)
(522.724)
(510,852)
($3,771,083.00)



Routine Cost Comperient Szvings/loss

: Reutine Reoutine
F.scal Year ~ Uppear Limit Reimb. Actual Savings State Dollar Vaiue

Begin End Notlinflatad Rate Days ¢’ Savings
01/01/95 12/131/98 528.61 $23.76 524.45 (50.70) 15,605 (511,624)
01/01/96 12/31/88 52861 S$24.12 S$32.78 (58.64) 15,695 (5135.609)
01:01/96 12/31/86 328.61 $30.04 533.85 ($3.81) 17,815 (587.873)
07/01/95 06/30/96 52861 $29.57 $38.56 ($8.99) 17,316 (5153.671)
01/01/986 12/31/28 528.61 $32.10 $35.42 ($5.32) 17,097 (380,839)
01/01/96 12/31/86 $28.61 $23.34 $25.60 $2.26) 24,385 ($53,05%)
07/01/95 €6/30/98 528.61 S27.30 $30.39 (53.09) 62,748 (5163,851)
07:01/95 £6/30/28 328.61 $25.68 $29.09 (52.41) 20,958 (552,508)
01/QM/S6 12/31/95 526.61 $23.85 $21.61 S4.24 21,989 $¢3,233
01/01/96 12/31/96 328.61 S$30.04 $42.85 (512.81) 13,340 (5170,88%)
01/01/96 12/31/88 $28.61 $30.10 $30.55 ($0.45) 22,815 (512.287)
01/01/96 12/31/25 $28.61 $27.54 $30.75 (83.21) 15,104 (351.894)
04:01/95 03/31/98 $28.61 $23.22 $37.92 {39.70) 49,479 (5476,948)
10/01/95 09/3C/96 $28.61 $26.84 $24.58 $2.28 31,445 S71,695
10/01/95 09/30/96 $28.61 $25.98 $32.37 ($2.39) 20,821 (350,001)
U5/U1195 04/30/85 $28.81 $29.44 S41.42 (511.98) 24,645 (5295,247)
09/01/95 08/31/93 $28.61 $20.12 $24.33 54.79 29,101 $135,394
01/01/96 12/31/83 $28.61 $24.87 $527.50 (52.63) 10,706 (528,157)
01/01/98 12/31/28 $28.61 $20.74 $24.06 (53.32) 18,975 (352,897)
01/01/96 12/31/9% $28.61 $29.47 S$23.77 $5.70 10,021 $57,120
01/01/98 12/31/88 $28.61 $26.45 $25.38 51.09 21,223 $23.133
05/01/95 04/30/98 $28.61 $26.88 $34.26 (85.38) 12,925 ($5¢,537)
01/04/96 12/31/98 $28.61 S$22.85 $27.83 (55.08) 15,839 (580.452)
01/01/96 12/31/95 $28.61 $22.19 $22.63 (50.44) . 21,747 ($9.569)
01/01/96 12/31/98 $28.61 528.47 $37.09 ($8.62) 9,889 (385,243)
04/01/96 12/31/96 $28.61 $30.09 $29.61 $0.48 8,205 $3,938
01/01/96 12/31/95 $28.61 $29.88831.23 ($1.35) 14,461 ($12,522)
01/01/96 12/31/95 $28.61 $30.04 $32.77 (52.73 9,087 (S24,808)

)
01/01/95 12/31/96 $28.61 $26.92 $34.07 (37.15) 11,247 (580.419)
01/01/96 12/31/85 $28.61 530.04 $32.04 ($2.00) 15,666 (531.332)
10/01/95 09/30/98 $28.61 $27.26 $27.90 (50.64) 15,656 ($10,020)
)

01/01/96 12/31/95 528.61 $30.04 $31.41 (51.37 15,330 (521,002)
01/01/96 12/31/96 $28.61 $17.91 $16.85 $0.96 17,794 $17,082
10/01/95 09/30/95 $28.61 $20.92 $31.25 (51.33) 9,847 (513,097)
10/01/95 09/30/86 $28.61 $20.92 $39.46 (59.54) 5,798 ($55,313)
07/01/95 06/30/86 528.61 $29.52 $30.98 (51.46 26,027 ($37.899)
01/01/96 12/31/9% $28.61 $30.04 $33.93 (33.89 13,882 ($54,001)

)

)

01/01/96 12/31/95 528.61 $22.28 $23.48 ($1.18) 20,121 ($23,743)

01/01/96 12/31/95 $28.61 S$25.00 $30.65 (55.895) 13,062 ($73,800)
)

10/01/95 09/30/85 528.61 $22.66 S25.6€5 (52.00 23,237 (548,474)
01/01/96 12/31/96 $28.61 $23.79 $22.95 50.84 22,783 $19,138
06/01/95 05£31/95 $30.43 $29.05 52828 $0.77 23,055 $17,752
10/01/95 09/30/98 $28.6% $29.92 $34.90 (54.98) 13,385 (888.8657)
07/01/95 06/30/95 $28.61 $27.85 $33.70 (55.85) 11,757 (358,778)
04/01/95 03/31/96 $28.61 $528.91 $39.83 ($30.92) 5178 (5180,104)
07/01/95 08/30/88 $28.61 $26.33 525.91 50.42 16,120 $8,770
07/01/95 06/30/98 $28.61 S24.71 S26.62 (51.91) 28,747 ($54.697)
07/01/95 06/30/95 S28.€1 $23.33 $24.74 (51.41) 29,580 (341.708)
01/01/96 12/31/98 $28.61 $30.04 $37.38 (57.32) 9,014 (355.632)
04/01/95 03/31/86 $28.61 $28.27 $38.62 (510.33) 15,809 (5153.823)
07/01/$5 08/30/23 $28.61 S25.25 $25.94 (30.69) 33,481 (323,128)
01/01/96 12/131/83 $28.61 $23.58 $25.05 (51.47) 17,060 (525.07¢8;
57/01/95 05/30/93 $2561 $23.35 $20.00 $3.35 22,855 $72.783
070183 12/31/e2 s288: §25.5% S20.77 (50.12; 11,938 3L



01/01/86
10/03/95
07/25/95
07/01/95
07/01/95
07/01/95
01/01/85
01/01/96
10/01/95
07/01/95
10/01/85
01/01/96
01/01/98
01/01/96
01/01/95
07/01/95
01/01/96
01/01/96
07/01/95
01/01/96
01/01/9%
01/01/96
10/01/95
10/01/95
07/01/95
01/01/96
01/01/96
01/01/96
07/01/95
08/01/95
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
01/01/96
12/01/95
01/01/86
07/01/95
01/01/86
01/01/86
01/01/86
01/01/98
01/01/95
07/01/95
07/01/95
01/01/96
11/01/95
01/01/96
01/01/95
01/01/98

12/31/93
06/30/95
06/30/96
06/30/96
06/30/95
05/30/55
12131723
12/31/95
09/30/95
06/30/96
09/30/96
12/31/96
12/31/96
12/31/96
12/31/96
06/30/96
12/31/96
12/31/96
06/30/96
12/31/96
12/31/96
12/31/96
09/30/98
09/30/96
06/17/96
12/31/95
12/31/96
12/31/96
06/30/96
07/31/96
12/31/85
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96

12/31/96"

12/31/96
12/31/96
11/30/96
12/31/96
06/30/96
12/31/96
12/31/96
12/31/96
12/31/96
12/31/96
06/30/96
06/30/96
12/31/96
10/31/96
12/31/96
12/31/96
12/31/96

Routine Cos: Companent Savings/Loss

328.61
$28.61

'$28.61

328.61
328.61
323.61
$28.61
$28.61
528.61
$28.61
$28.61
528.61
528.61
$28.61
$28.61
528.61
528.61
528.61
$28.61
$28.61
S28.61
$28.61
$28.61
$28.61
$28.61
528.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
$23.61
$28.61
$28.61
$28.61
$28.61
$28.61
$28.61
£28.61
528.61
$28.61
528.61
328.61
528.61
323.61

$30.0¢
$23.77
$28.86
$23.86
$28.75
$23.89
$26.44
$29.08
$24.85
$25.68
$29.82
$28.34
$23.00
$20.10
$28.43
$28.12
$27.41
$28.75
$29.55
$30.08
$24.65
$27.03
$29.92
$23.58
$29.55
$25.05
$22.10
$27.54
$22.68
$22.88
$26.54
S11.63
$30.04
$23.51
$30.08
$30.04
$30.04
528.47
$25.71
$24.20
529.96
$27.69
$29.55
$27.20
$27.21
$28.0¢
$30.10
$29.30
$28.10
$27.64
$29.07
$25.28
$28.63
$30.04
S24.74

$38.45
$63.91
$93.53
$35.11
$31.72
$35.02
$28.38
$28.42
$23.97
$32.73
$34.30
$28.24
$22.57
$39.53
$31.59
$32.00
$36.58
528.72
$35.48
$34.67
$26.09
$26.98
$38.62
$24.07
$33.41
$30.81
$22.89
$39.28
$23.78
$24.29
$28.65
$44.52
$39.26
$23.04
$35.62
$34.97
$33.38
$32.29
$29.69
$25.15
$30.86
$28.48
$29.59
$18.98
$27.31
$27.49
$30.16
$29.71
$27.67
$27.45
$28.72
$29.08
$24.88
$36.29
$28.53

Page 2

(58.41)
(535.14)
(584.72)
(56.25)
(52.97)
(55.13)
(51.84)
$0.65
$0.88
(55.04)
(54.38)
$0.10
50.43
(59.43)
(53.16)
(52.88)
(59.17)
$0.03
(55.93)
(54.59)
(51.44)
50.05
(58.70)
(50.51)
(53.86)
(54.75)
(50.79)
(511.72)
(51.10)
(51.41)
(52.11)
(532.89)
(59.22)
$0.47
(35.54)
(54.93)
(53.34)
(53.82)
(52.98)
(50.95)
(50.90)
(50.79)
(50.04)
$8.22
(50.10)
$0.60
(50.08)
(50.41)
(51.57)
$0.19
$0.35
(53.80)
$3.75
(56.25)
(33.79)

8,158
4,803
5,351

25,160

12,388

29,739

13,753

29.597

18,930

17,384
5,993

12,641

25,818
5,651

17,598

10,635

11,430

12,730
8,013

10,239

23,101

17,787

15,367

26,887
7,817

19,063

15,271

14,062

24,965

27,886

12,669
7,747

17,860

17,883
5,390
9,309

17,007
8,637

19,098

30,489

25,093

13,782

50,165

70,207

17,181
11,808

9,619
15615

12,048

17,205

16,345

11,017

23,169

12,087

11,332

(358.629)
(5188,777)
(5345,317)
(3157,250)
(336.782)
(3182.300)
(325,681)
$19.524
$15,658
(5104,959)
(S25.,249)
$1,284
$11,532
($53,289)
(355.610)
(530.623)
(5104,813)
5382
(547.517)
(546.997)
(333,255)
$850
(5133,693)
(513,712)
(530,174)
(590,549)
(512,064)
(5164,807)
(827.452)
(539,319)
(526,732)
(5254,799)
(5164,669)
$8,405
(529,861)
(545,893)
(556,803)
($32,993)
(556,912)
(528,965)
(522,584)
(510,888)
(52,007)
$577,102
(51,718)
$7,085
(3577)
(56,402)
(318,915)
$3,259
$5,721
(541,885)
$86,834
(575,544)
(342,948)
1

(55,441,574.00)



Number of Facilities

Total Beds
Average Beds
Minimum Beds
Maximum Beds

Resident Days
Average Resident Days
Minimum Resident Days
Maximum Resident Days

Resident Days by Type
NF Days
Medicare
VA
Medicaid
Self-Pay

Maine\Nnn-Hospiul Based Nursing Facilities

Total NF Resident Days 1,110,175

Residential Care Days
Medicaid
Self-Pay
TBI Days
Mental Health Days
Total Resident Days
Available Days NF only

Occupancy Percentage NF

Summary Statistics
Fiscal Years Ending January 1, 1996 Through December 31, 1996
Region 1 Region 2 Region 3 Region 4 Total

43 44 29 11 127

3,619 3477 2,030 802 9,928

84 79 70 73 78

17 18 25 40 17

235 280 118 119 280

1,165,994 1,104,315 643,060 275,321 3,188,690

27,116 25,098 22,174 25,029 25,108

5,805 5,372 5,941 13,764 5,372

82,295 93,157 39,693 42975 93,157

92,221 84,094 61,967 3,737 242,019

654 5,303 576 508 7,041

803,939 811,103 457,793 218,658 2,291,493

213,361 152,108 106,990 25,148 497,607

1,052,608 627,326 248,051 3,038,160

10,214 34,893 13,430 22,843 81,380

31,897 11,999 1,474 4,427 49,797

7,315 4,815 659 0 12,789

6,393 -0 171 0 6,564

1,165,994 1,104,315 643,060 275,321 3,188,690

1,250,629 1,210,355 709,656 266,075 3,436,715
88.77% 86.97% 88.40% 93.23% 88.40%.
1 E ]} - — ] - ] p—————————

1,324,580 1271,045 731,864 293,656 3,621,145
L - p— —— ———_— 3 - ] e

Total Available Days
Occupancy Percentage All

Percent of NF Days to Total
Medicare
VA
Medicaid
Self-Pay

88.03%

86.88%
- ]

87.87%

93.76%

88.06%
b ——————

8.31% 7.99% 9.88% 1.51% 7.97%
0.06% 0.50% 0.09% 0.20% 0.23%
72.42% 77.06% 72.98% 88.15% 75.42%
19.21% 14.45% 17.05% 10.14% 16.38%
100.00% 100.00% - 100.00% 100.00% 100.00%
e ——— e A m———
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APPENDIX N

Comparison of Reimbursable to Actual Costs, from Michael McNeil, Berry, Dunn, McNeil
and Parker
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APPENDIX O

Total Costs Schedule A versus G, from John Bouchard, Department of Human Services,
Division of Audit
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APPENDIX P

Maine Health and Higher Educational Facilities Authority, Not for Profit Nursing Homes
Outstanding Balances and Locations
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APPENDIX Q

Maine Health and Higher Educational Facilities Authority, Not for Profit Nursing Homes
Outstanding Balances and Locations
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APPENDIX R

Maine Health and Higher Educational Facilities Authority, Estimated Savings from Use of
Moral Obligation Reserve Fund Program vs. Traditional Financing






TAXABLE RESERVE FUND RESOLUTION

ESTIMATED SAVINGS FROM USE OF MORAL OBLIGATION RESERVE FUND PROGRAM -
VS. TRADITIONAL FINANCING

(PRIME@8.341) EST. NEW
‘ MONEY SAVINGS
MHHEFA ESTIMATED ESTIMATED CALCULATED OVER
TOTAL CONVENTIONAL GROSS REFINANCING CONVENTIONAL
DEBT SERVICE FINANCING SAVINGS SAVINGS FINANCING
212,892,757 269,057,734 56,164,977 33,066,537 23,098,440

ESTIMATED CONVENTIONAL FINANCING was calculated using the ten year
average of prime+2%, amortized over twenty years with annual payments.

Upon review of loans refinanced from bond proceeds, it was noted that

of the 23 loans refinanced, the majority of the loans were variable rate

based anywhere from 1%-4% over prime with rates usually reset either

quarterly or annually, with a 3 to 5 year balloon. Therefore, prime+2% was
'ected as a conservative estimate of available loan terms with the 10 year

«verage of prime used to estimate the prime rate over the 20 year life

of the loan.

CALCULATED REFINANCING SAVINGS is the amount of gross savings
calculated using the debt service from the debt refinanced compared with
the debt service from the new bonds.






