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A. COMMITTEE OF THE WHOLE

1. Referral No. 9485 — Continug The Review Of The Public Benefit
Corporation  Evaluation And Privatization Alternatives As
Submitted By Toski & Company Dated May 17, 2012,

David Bonk, Project Leader

Yesterday we talked about the nursing home component. One of the difficulties with this is
the fact that both, hospital and nursing home, to some extent are intertwined either through
sharing of services or physical location. If we were to relocate the nursing home we now
have an issue with the hospital being all by itself within the building. The cost to support
two separate entities is more than to support one that is combined. If a decision is made to
keep one or the other, that is fine. If a decision is made to keep both than you have to look
at some issues with respect to configuration. If you were to stay in the existing hospital
building there is approximately $5,000,000 worth of capital improvements. We back off of
the CON, Certificate of Nead, recommendations for building a hospital, because at the time
the moratorium looked like it could be extended for a number of years going forward on
either transfer of the hospital or creation of a new building. Since then some of that has
changed in the regulatory environment. It looks like that moratorium putting a new facility
up or moving the facility will go away effective December 31, 2012. There are obviously
some options. You could leave the facility where it is at, you could move it to another
hospital or you can build a new building. | think building a new building for a hospital of this
nature becomes a little difficult in this environment in New York, as well as nationally with
Medicare regulations and where reimbursement will eventually go.
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Right now the real draw to LTCH's, Long Term Care Hospital, from a provider standpoint is
there is a premium on reimbursement by virtue of the Medicare reguiations. It looks like
that is going to become more interfwined with the acute care setfing so we won't see those
premiums probably in the future. But, on top of that, the issue of managed care becomes
more of an issue for all of us. ’

No matter what kind of medical services you are going to get in the future you will be
seeing payments being really ratcheted down and negotiated very closely with providers to
save costs to the system. If you negotiate and the health care insurance agencies drive
the market how does a hospital or nursing home get paid for doing the services it is
supposed to perform if their costs are higher? That is kind of the conundrum in heaith care
these days. We are seeing rising premiums to employees. We are seeing ratcheted down
payments to providers. Consequently, who is making the money? it has to be the
insurance companies. Their profit margins seem to be getting larger and ours keep
shrinking.

The other issue is the government, because the government funds so much health care
either at the Medicare level or the Medicaid level. With the increases in the aging
population we are going to see even more people needing chronic disease management
and long-ferm care services, which is going to put more of a burden on the State and
Federal government in terms of payments. The Medicaid redesign team in New York State
has been taking a very big push at establishing managed Medicaid programs in New York
State and trying to get from the fee-for-service to one that is going to be more of a per
capita or budgeted bundled payment over the course of a disease. Those are the
pressures happening to providers. This is the world the provider lives in.

Suppliers, doctors and employees and their salaries and wages play an important point in
your decision to continue operation, because those costs will continue to accelerate.
Buyers, consumer and insurance companies put pressure on the competition in the health
care segment through negotiated contracts and basically tell you what you are going to get
paid. In health care you are told what you are going to get paid and the issue you have is
to provide that services under that payment.

Substitutions play a relevant factor, because there is a trend toward home-based care. As
we see over the next couple of years there will be more pressure to keep people in their
homes with supportive services, like home care agencies or a residential setting such as a
retirement community or adult home type of facility, which is less costly in terms of medica!
services then in a nursing home or acute care setting.

These are the things that have to be grappled with in the decision model. You have to be
able to make sure that if you are going to continue on in operation that you can position
yourself in such a way that you can make the best deals with the buyers and suppliers and
minimize your costs. That is why on a number of occasions | have said the need for
affiliations and associations with larger organizations, Nyack, Helen Hayes or Good
Samaritan Hospitals, become paramount, because they feed your system in terms of
admissions, as well as the fact that those types of associations can leverage certain
benefits on your costs. This is probably the most current thinking now in health care.
Michael Porter who is out of Harvard developed this.
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There are actually multiple prongs and you actually have a decision whether to stay in
business and if you were to stay in business you would go to a PBC or LDC. This is an
option verses closure. You could go to a PBC and continue operation as a County
sponsored PBC or you could séll the facility or transfer ownership to another provider. If a
PBC did not come about, because of legislation issues at the State level your fallback
option would really be an LDC where you can temporarily transfer the assets, receive some
money to cover some operational costs and then potentially sell or fransfer the asset at that
point. No matter what happens the problem you have to deal with is getting from point "A”
to point “B". Right now | think everybody has seen in the newspapers that there is a lot of
pressure in the County with respect to finances. | is important over this period of fime,
however long if takes to get evaluation and make-a decision, to also look at operational and
tactical strategies of how you are going to manage the business over that short-term. Even
if you are going to continue to operate if in the long term you need to change that cost
structure model in order to be competitive in the future.

(See attached report)

With respect to the hospital, one of the things we looked at was where do your patients
come from and what kind of patients do you take care of. On the LTCH side you can see a
predominate portion of the patients admitted to the LTCH do come from the County of
Rockland, 77%, Crange County, 11.5%, Dutchess County, 2.7%, and actually some from
the Bronx and Westchester. The percentages are relatively the same from year to year.

The number of discharges pays hospitals. Nursing homes get paid based on the number
of days. Medicare makes up about 81.9% of the total population of the utilization of the
facility. Medicare makes up 13.1%. We talked about safety net facilities and impoverished
care so you can see Medicaid is making up the big piece. As we move down the chart and
get into charity care there is none. This develops a problem, because if we are in the
business providing safety net care we should see a higher number. A lot of people in New
York State, because it is such an entitlement State, qualify for Medicaid quickly and you do
get paid for them. Under the hospital system in New York for LTCH’s they don't have a
designation for a LTCH so they get paid on a per diem basis. We do not see a huge shift
from year to year of these percentages. This is not stuff that has dramatically changed
over the past five years.

On the outpatient side of the business there is a total of 710 referred ambulatory visits.
That is an incredibly low volume of visits. Hospitals generally, in order to create any kind of
eccnomy, you have to drive a lot of volume. If you are an established provider why aren't
you attracting patients? Why aren't people using your services?

There are significant marketing issues with respect to the hospital. All these things come
into making a decision and how strong your market position is and whether you are going
to go forward or sell. The biggest piece of this is you would want to drive as much
Medicare as possible through, because that is the advantageous rate. That also assumes
that you are in the right diagnosis groups. Certain diagnosis groups pay more than others.
You want te get into the highest paying groups and that is the whole idea behind the LTCH.
The LTCH is supposed to take care of the very difficult patients that have very high
reimbursement associated with them, but they also have very high costs associated with
them.
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Would it make-sense o get rid of the nursing home and leave the LTCH? One of the
problems with that are the allocated costs. We zoned in yesterday about the $9,500,000 of
allocated costs coming from the County, $3,600,000 was allocated through the LTCH and
the nursing home. We had a slight discussion about whether or not all of those costs
would go away if you closed one or the other. | had made a comment that realistically
those costs don't go away 100%. What makes up all these costs? We did more research
and | broke it out in this report (see attached report).

Chairwoman Cornell

The MIS administration, $1,100,000 and central services charges in addition to the hospital
administration (see attached report). What would central services charges be for
$1,500,0007 .

David Bonk, Project Leader

Supplies and purchasing.

Mr. Brennan, Director of Purchasing

Those are charges from New City that covers what we are allocated for finance,
purchasing, and personnel, those types of services that are down here, but they oversee
for the whole County. That is what is charged to us. | think Law Department is in there too.

Chairwoman Cornell

Dave, given the size of the hospital and the fact that presumably from your report the
information technology has not been as useful as it could be, what are we getting far the
$1,100,0007

David Bonk, Project Leader

You have a homegrown system that has been here for 20-years. Obviously there has been
a lot of research and development internally done to develop this system. The hardware is
up to date, but the software and operating system are really out of date systems. They are
not open data based so it makes it difficult to transfer data freely. It is hard to get any kind
of interoperability with clinical management programs, which is what you are seeing under
health information technology. There is pressure from the government to do that.

When we walked the information technology and looked at the billing office and talked to
people what was happening was a lot of information was being offloaded off the computer
at the mainframe and then being reentered into multiple databases. Any time you need
statistics or whatever you may be going to five or six different databases to get information
or to manage your department. It is inefficient and there is always the possibility of error
the more times that you are repiicating information that should really only be in one place.
The other issue comes down to billing. We observed and talked with staff, watching the
billing preparation of some of the claims we saw the claims come out without some of the
key information that is necessary to get paid so you have staff whiting out areas that are
incorrect or printed in the improper spot and then filling it out by hand. A lot of insurances
don't ‘even want to accept anything like that. When we talked fo Mental Heaith they
actually had to get a waiver from the insurance companies to submit their bills, because
they were submitting hardcopy bills and the companies would only take electronic. The
way they got around it was to fax the bills electronically instead of a claim file that gets
processed overnight and paid within fifteen days. You may be waiting 30 to 90 days for
payments. Those are the types of inefficiencies in addition to numerous people touching
things and a lot of redundancy.
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The other part is because you are doing all the research and development in-house you
don't have the benefit of 6,000 other providers telling you how to do things better. A big
software company is in the business and they have the consumer groups that work with
them. You end up getting a lot of ancillary systems coding software from third parties,
because you can't develop the program in-house so now you have these stand alone
programs that somehow have to be integrated -overnight through durmp file, because the
' type of operating system is an open database so you can't integrate it. There is some lag
in seeing payments. To get any time of real time information managers are at a real
disadvantage. If you walk into your Medical Records Department and see the stacks upon
stacks of paper there is the issue of storage cost for that and trying to find things. Itis a
very well run Records Department in terms of people knowledge and skill, but they are at a
disadvantage, because a lot of their time where they could be using their skills on more
important things is spent managing this giant volume of paper.

Chairwoman Cornell

We have a quorum now so | will ask my Clerk to call the roll.

Chairwoman Harriet D. Cornell called for the Legislature to move into the Commiittee
of the Whole at 6:44 p.m.

Legislator Michael M. Grant moved to convene as a Committee of the Whole, which
was seconded by Legislator Douglas J. Jobsen and passed unanimously.

The Legislature now resolved itself into a Committee of the Whole, Chaired by
Harriet D. Cornell.

Chairwoman Cornell

There is not a lot of change in terms of information that we want. Legislator Low-Hogan
would like to ask a question.

Mrs. Low-Hogan
Please explain why certain costs would remain if there were a sale or closure.

Mr. Maloney, Commissioner of Hospitals

We estimate that $6,580,000 would still be left if Summit Park would be closed in 2012. Of
course, that really couldn't go away, because they are central service charges from the
County, and this is for both institutions. | don’t think there is anybody to cut in the
Department of Finance or the County Attorney’s office. These cost really reflect the cost of
operating a County. Some are allocated to us. | think an enormous amount is allocated to
us and hit our bottom-line and make it a negative bottom-line.
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Mrs. Low-Hogan -

There is something wrong or it is very confusing. The County allocations are $9,950,000
as of 2010. What will happen to the County allocations if we sell or close?

Mr. Maloney, Commissioner of Hospitals

We did that estimate based on the 2012 budget. We didn’t do it for 2010 or 2011,

Mrs. Low-Hogan

What are the County allocations for 20127

Mr. Malongy, Commissioner of Hospitals

To the hospital and nursing home a little bit over $8,000,000. We figure about $6,500,000
would be left if we went out of business. Those costs are personnel with fringe benefits.
The only way to get at those costs is to lay people off in departments other than the
Department of Hospitals.

Mrs. Low-Hogan

If we sell or close why do we maintain all of those maintenance, grounds, security and
other costs?

Mr. Maloney, Commissioner of Hospitals

If we have a snowstorm we still have to plow all of the roads. Whether the hospital was
closed or not there are still other services that are provided on the campus. Just because
the hospital closed doesn’t mean that the Sheriff wouldn’t.come by and charge us $210,000
for that service. 1t doesn’t mean that all of the personnel efforts that take place in New City
iike establishing list and giving examinations would change very much because we closed.
They would still have to perform the central functions of government that we partially
support regardless of whether we are there or not.

| would point out that if you take a look at the costs for MIS services they are based on
FTE's. Most of our FTE's don’t use computers. They are nurse aids, nurses, food service
helpers and laundry workers that don't use computers. That allocation of over $1,000,000
is based on FTE's not based on the cost study of what we use. Most of those costs will
revert back to the County and have fo be picked up somewhere. Even if there is a proper
reallocation of these costs going forward it is just reaflocating reallocations. It is not going
to save you any money and it is still County tax money.,

Looking at the slide report (attached) these numbers are based on the 2011 audit. Summit
Park is scheduled to lose, in 2011, $7,600,000. However, $4,000,000 is retiree health
benefits that do not go away if we go out of business. Jail medical services cost
$2,200,000 and the County will still be obligated to do those services whether we are in
business or not. County cost allocations of $8,200,000; yes they could be ratcheted down,
but only by about $2,000,000. What you have is about $12,000,000 in ioss by putting us
out of business and $7,000,000 in loss if you keep us in business. We fried to simplify this
so everybody could stay on the same page. There are costs inside our budget that just will
not go away. We would be happy to get into detail once the audit comes out about this
chart, because it is accurate.
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Mrs. Rutledge, Office of the County Executive

This is the first time | am seeing this presentation. | do not believe either the County
Executive's office or the Finance Commissioner has reviewed it. This is coming from the
- hospital office, but it does need to be reviewed by the County Executive's office.

Mr. Maloney, Commissioner of Hospitals

The next chart (attached).indicates fifteen years of audited figures of operation in Summit
Park Hospital and Nursing Home. OQut of $830,000,000 spent on Summit Park Hospital
and Nursing Home $20,000,000 was put on the burden of County taxpayers. | would
suggest that most of the costs would still be on the backs of the County taxpayers if we
were out of business. These are KPMG audited figures. | believe

Mr. Schoenberger

We went to Albany and met with the Ways and Means Committee staff twice. We met with
the Senate Finance Committes twice. We met with the Governor's office. We then met
with the rating agencies. You know what everybody asked us? What are you doing to cut
costs? Well, we have 583 less employees today than we had thirty years ago. We list all
the cost cuts and everything else we are doing. Then when we were done you know what
they say to us, what are you doing about the nursing home? Do you know what | believe?
| believe that there is a State policy that nobody wants to enunciate and they don't want to
pui it on them that the State is pushing municipalities/counties to close their nursing homes
and to divest the business just like the State divested the mental health institutions and
pushed people into group homes and home care. They are doing the same thing, but they
are being smarter now. Before they made a State mandate and they passed the Padavan
Law. The Padavan Law said that you couldn’'t deny a group home unless you had
saturation and | don't know of anycne that has ever been denied in this State, because of
saturation. They took away zening and local confrol so you couldn't deny group homes.
They forced mental health institutions to close. They put people from the institutions into
smaller group homes and there was a State Policy, but they don't want to do that with
nursing homes. They want to force us to close them so the people from our County
complain about us and not complain to them. That is what is going on.

I am looking at an email from Michael Grant to Harriet Cornell with a copy to me, Moody’s
had given us a negative watch and a negative outlook — they took away our negative watch
and kept us on negative outiook. They say under the ratings rationale, “Management has
also failed to either sell or make financial improvements to the County owned nursing
home, which depends on operating support from the County.” "Negative outlook reflects
ongoing challenges and plan to close significant.... and continues pressure from the
County run nursing home." What could make ratings go up and removal of the negative
outlock? They list four things and one of the things is “...clear and decisive plans to reduce
the liability to the nursing home annual losses.” What could make the ratings go down?
“...Lack of State support or approval for actions to restore fiscal balance and inability to get
_approval for the deficit reduction bonds.” Everywhere you ook, Albany, Mocdy's, S& P, all -
they want to know is when you are closing the nursing home. Is this a surprise to you?

Mr. Maloney, Commissioner of Hospitals

No, it is not a surprise to me, because my job before this was to represent public nursing
homes in Albany as a Lobbyist. | am very familiar with the plight of County nursing homes.
When | took the job in 2002 there were 43 nursing homes operated by counties outside of
New York City out of 57 counties and now there are approximately 35.
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Mr. Schoenberger

You may be the best nursing home in the world, but the pressure coming down from
Albany and the ratings agencies upon counties, and not just ours, is that they believe we
shouldn't be in this business and private people should be in the business or there should
be more home heaith care. Mr. Bonk just spoke about the pressures to move to home
health care. | don't know how true it is that by having a nursing home we are saving
$7,600,000 or the loss would be $14,400,000. | don't know if that is true or not, | really
don't. | must say that it may all be irrelevant. We are going to have continued pressure put
upon this County and the other counties in New York State until we comply with the State
policy. Honestly and truly, | would rather have the State man-up. Get up and say that this
is our policy and we want all the nursing homes closed and we are going to use the power
of the State whether it is with sharing of revenues, the ahility fo pass bills, get deficit bonds
or do whatever else you are going to do; we will help you financially or do anything else for
you if you come out and close the nursing homes. They den't want that, because then
everyone else will say that my grandmother's out in the street, because of what they are
doing up in Albany. They would rather make us do it and then pecple will say that we put
their grandmother out in the street. They put pressure constantly upon us so they can have
a political umbrella. | am sitting here tonight and | am saying to myself, “l don't know how
we are going to avoid that pressure.” It disturbs me.

| certainly believe in the nursing home. | have seen what the nursing home can do and
how it can help people that otherwise would not be able to have a place to go. You can't
talk to me about health care if someone has a brainstem infarction and everything below
their brainstem is gone, including their ability to talk, and all they can do is blink their eyes.
They can live like that for years and at our nursing home they would be taken care of.
Where are they going to go? Home health care? People that can't eat and have tubes in
and out of them, where are they going to go? You know what? This is what the State
wants and is forcing the counties to do. | don't know how many average nursing homes
are equipped to take care of a person like that. We get the people that nobody else can
take care of and we served them. That was always our mission. Where is that mission
going to go now?

Chairwoman Cornell

If we weren’t under this terrible financial situation at the moment, | see what is happening in
the State and the region as an opportunity for us. It could be an opportunity for us in terms
of having a nursing home of a smaller size number of beds. At this point in time we are just
under such enormous pressure, which is why we keep asking about all of these costs.
Where can we save? What can we do? | always thought that the idea of the modern
nursing home that we have the Certificate of Need for was exactly right for us, and
something that was on one floor and level where people would really enjoy being there. It
all seems to be about money and not about what we think the needs are for our residents.
With all of the statistics and demographics the older population is burgeoning in Rockland
County. We need to be clear with regards to the percentage of cerfain patients.
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Mr. Maloney, Commissioner of Hospitals

You can get a short-term stay on Medicare if you have improvable condition or an infection
that needs toc be managed. You can get up to 100 days per year in a nursing home for that
kind of condition. Once you can’t make more progress you have to come off Medicare.
Medicaid pays for custodial care. There is very little Medicare in our nursing home. Most
of our Medicare is in our hospital, because the hospital pays a premium and we can admit
many more complicated cases then a typical nursing home can. Medicare is a primary
payer. We average $925.00 at the hospital and some are around $255.00 for Medicaid in
our nursing home. Obviously the hospital, although it is more intense and requires more
FTE's, is where the action is in terms of making money.

The hospital supports the nursing home. We have the most expensive employees in the
health care industry, because of the fringe benefit package they have. If | hired a brand
new Nurses Aid tomorrow 80% of their salary would be cost for fringe benefit. There isn't
any other place in the Stafte and maybe the nation other than a public facility that is saddled
with those kinds of costs. It is very hard to make money in a nursing home, even in a for-
profit that has no unions, because Medicaid doesn't pay enough to actually take care of
people.

Chairwoman Cornell

| think the Toski Report indicated that employee benefits for the LTCH are a much higher
percentage than the nursing home, 76% of salaries as compared to 36% for the nursing
home. What does that means in terms of what Richard just said.

David Bonk, Prbiect Leader

I am not sure where that reference is coming from. | would believe that they would be
relatively the same uniess there was a specific charge item that went through on the cost
report. That may be where'it is coming from. It could be a large proportion of Workers’
Compensation cases or something like that, but | would have to go back and look at that,
because | do not want to mislead you.

Mr. Carey

Go back to the chart that showed utilization (attached). | am very surprised by this. Do you
have a similar chart for the nursing home as well as for mental health? It has been stated
many times that the most important thing about this complex is as the provider of the last
resort. That is directly not being represented on this chart. From your professional
experience does the same situation happen in those other two tiers? :

David Bonk, Project Leader

People qualify very quickly for Medicaid due to the Medicaid regulations. You will see less
charity care, if you will, on a nursing home then you would in a hospital. You would see a
larger percentage of charity care at a hospital, because they are getting people who are
being dumped through the emergency room, which include homeless people, etcetera.
You may get them when they come out and need placement in a long-term care setting,
but at that point the caseworker will set them up for Medicaid and they will instantly qualify.
I know you do not have charity care like that at the nursing home, that | can tell you.
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Mr. Carey

So we are not the provider of last resort. There are options in the community to take care
of this.

David Bonk, Project Leader

} think what Richard is saying is that there are certain people who are very difficult to
manage, because of either a behavior issue, complexity in their medical care or perhaps
they are ambutatory than we would typically see in a nursing home, but they have some
other problems and a typical nursing home would try to make sure they could find
somebody else to fit that slot if they had it open, because the amount of time and
complexity of care.

Mr. C_arey

Last night your position was that each of those services would eventfully see the private
sector ramp up, have the skills setting which to handle that, but some of the more complex
would take a fonger time and may set the pace for the transition. Do you see that apply
here as well?

David Bonk, Project Leader

Definitely. | think it is applicable in any County or State. If you don't have a County or
public health compeonent those people still have to be cared for. There are Medicaid and
Medicare regulations to prevent discrimination against people, because of their ability to
pay, level of iliness and national origin. The regulation does not allow you to discriminate
on a person when they come in to an emergency room. You cannot even ask a person
about their finances if they are in an emergency situation until they are stabilized. You
can't transfer them if they don't have insurance. '

Mr. Carey

If the reason to keep this open were the safety net, would other folks in the County provide
that safety net?

David Bonk, Project Leader

| think it is being provided now by other folks. If you take a hard look at the data from
Nyack Hospital and Good Samaritan Hospital and surrounding hospitals they are the ones
that are going to be the most acute care in nature, they are going to have to take people
through the emergency room or through a physician referral. If you look at their income
statements you will see a high proportion, because they have to report the amount of
charity care they get. They also get reimbursed due to a formula in the State that is outside
the rate methodology where they do get some funding for that. If you are a non-for-profit
you are going to derive additional funding from people making donations to support the
mission and good work.

There are counties that don't have hospitals andfor nursing homes, but yet they still service
their residents, because there are proprietary and non-for-profit facilities that are there. In
worse case scenarios they migrate across the boarder to the next County for service from a
hospital.
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Mr. Schoenberger

They migrate across another County that does have a nursing home too.

David Bonk, Project Leader

That is a possibility too and we do see that. | think the majority of people in your nursing
home come from Rockland County.

Chairwoman Cornell

Are you talking about the hospital or nursing home right now? | need to keep this clear in
my mind, because the chart that is here is about the hospital.

Mr. Carey

| asked if that was representative of the cother two sectors.

David Bonk, Project Leader

In the other sector you will see higher percentage of Medicaid, because that is the payer for
a long-term care resident in a nursing home. The population of Medicare patients in a
nursing home can be increased to a certain extent depending on how aggressive your
nursing rehab services are. -

Mr. Carey
My question was specific to those under the safety net issue.

Mr. Schoenberger

| would like to follow up on that if | may.
Mr. Carey
The percent allocations; is that as high as you have seen? Have you seen worse?

David Bonk, Project Leader

You are carrying a lot of overhead and that is burying you. If your intention is to move on,
even in a PBC, you have to do something with those costs, because they are just going to
strangle you. There is no amount of reimbursement you can get for that. If we did a
breakeven point on this it is not a matter of getting up to your capacity in order to cover the
fixed costs you would have to be three times the size you are without increasing your fixed
costs in order to cover them. It is abnormal for this industry, other than County or State run
facilities. If you look comparatively you will see this type of higher cost infrastructure.
Yours does have a lot of central County costs that we don't normally see. Like on a
nursing home of $12,000,000 we may see $200,000 worth of County allocations. Ve don't
see $9,000,000. Again, | think it all comes down to the allocation methodology and there
may be an area that needs to be looked at.

| was going through the more detailed pieces of that cost allocation earlier today. There is
$150,000 of legal costs to support the County Attorney’s office. Most nursing homes don't
have $150,000 worth of legal costs. They -buy an attorney when they need one.
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Mr. Carey

Would this chart look the same in five years or ten years? We didn't get into this problem
over night.

Mr. Moroney, Commissioner of Hospitals

I would expect that the jail costs would go up. | would expect that the costs for employee
retirement benefits will go up and those costs do not go away for twenty to thirty years. So
$4,000,000 might be $5,000,000 to $6,000,000 down the road. The allocations are up to
you. There must be a fair way of allocating to show our true costs for operation. By
reallocating allocations County costs aren't going to go down and the impact on the
taxpayer isn't going to be much. In order to get at those allocations you need to lay people
off and get the salaries and benefits out of the system. Reallocating them to another
department isn't going to save a nickel.

Every time we have an arcane or complicated legal issue involving health law we hire an
outside attorney and we pay that cost over and above the County Attorney’s cost. The
allocation doesn't reflect what we get in terms of services. | am not saying that the people
in the County Atforney's office don't work hard, but they are not necessarily providing
services to us. That is 2 cost in our budget that shouldn't be there and should be allocated
somewhere else.

With regard to the hospital, we operate a specialty hospital. There are only four of them
like this in New York. There are a lot of them in New Jersey and throughout the country. It
is knows as a Long Term Acute Hospital. We do not operate an emergency room. Every
day we visit our referral sources to see what patients are available and we are very
interested in Medicare. Medicare is automatic for you when you turn 65 years old. There is
no application process. We analyze what Medicare beds that are available and the
average length of stay has to be 25 days for Medicare. We make money on Medicare.
Medicare Managed Care companies: will not do business with us. Even though it is
appropriate for them to admit somebody to our service, because our cost is too high and
they don't want to pay that cost. They will admit people through lower levels of care
inappropriately where they don't receive the services that they need. Although they will
keep them in a hospital at a rate, which is lower than what our rate is. Medicare is a
wonderful payer to us and that is where our business is. We don't go refuse anybody.
Every single referral that we get is a Medicare referral with the exception of some Medicaid.
Medicaid pays us pretty well as well, but there are very few other payer sources that are
willing to pay in an LTCH. That is not just us, but also across the country.

With regard to the nursing home, if you take a look at the nursing home it is predominately
Medicaid, over 80%. You don't make money on Medicaid reimbursement in this State.
The hospital is the jewel in the crown.

When | took this job five years ago the CEO of Kindred Corporation in New Jersey, the
second LTCH provider in' the country, called me and wanted presence in New York. They
would have done almost anything to come in and take over Summit Park Hospital for the
purposes of making a profit, not for serving the community necessarily, and they didn't want
anything to do with the nursing home. They wanted the LTCH, because of the profit and
that is what it is all about. We are gifted and we are the only northern most County with an
LTCH. The rest of them are in New York City.

Every single operator of a nursing home in New York State that knows about LTCH's would
clearty buy our beds if they could be transferred. They would flip over backwards to buy
our beds.
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Mr. Schoenberger

Please address whether or not we are the place of last resort, as Legislator Carey
mentioned. | think that he was trying to derive at whether we are in fact really that or there
are other places that provide equal or available to provide equal or substitute service. Am |
correct Chris?

Mr. Carey
Yes. .

Mr. Schoenberger

| always believed we were a place of last resort. | would like for you to clarify that for me as
well. | always believed that there are people who may be in an actual hospital, like Nyack,
who no longer are appropriate for Nyack, but may not have Medicare, Medicaid, eligible
and may not have private insurance. That is what | think Legislator Carey is really asking
about. Why can't those people wind up somewhere else and a private place won't take
- them?

Mr. Moroney, Commissioner of Hospitals

It is all about money. It is a very complicated system for classifying people under the
Medicaid program. What you want are complicate medical cases and complicated rehab
cases. If you have somebody with a behavioral issue or Alzheimer's the system pays very
poorly. What you do is create a case fix and | really don't want to get into that, because it
is so complicated and | am not sure if even four people in the entire country understand it
completely. We recently downsized and we are trying to close 8-South. We closed 7-
South for lack of demand a couple of years ago. We have taken all the FTE’s out of there
and we saved money. | would contend that we probably saved less money than we could
have gotten in reimbursement. We have twenty-two people that we are trying to discharge.
We made a real effort to discharge eight people over the last couple of weeks. We sent out
PRI's to other institutions and assisted living as well. They weren't interested. You have to
send social work and psychiatric background. Not one of those persons was picked up by
another institution and we even had them visit the other institutions. Not one of them was
taken, because we are the institution of last resort. | wouldn't say that every nursing home
resident that we have is in that category, they can't be. We have to market ourselves and
try to maximize our reimbursement, but we are a safety net provider. It would be very hard
to discharge these folks.

Mr. Schoenberger

Commissioner of Social Services, may | ask you a question?
Mrs. Sherwood, Commissioner of Social Services

Yes.

Mr. Schoenberger

t am under the impression that there are people, who not yet 85 years old and not eligible
for Medicare, they do not have private pay and there are people who by law are ineligible
for Medicaid as well.
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Mrs. Sherwood, Commissioner of Social Services

Medicaid is the safety net.

Mr. Schoenberger

lllegal aliens get Medicaid?

Mrs. Sherwood, Commissioner of Social Services

No, illegal aliens cannot get Medicaid. They can get emergency care, but that is not going
to change with Medicare or anywhere else. The difference now is Medicaid instead of a
safety net place being a place the safety net is now the portable money, which is Medicaid.
We are so good at processing in the County that we are getting everybody eligible that we
can. Many times they are in nursing homes for days and weeks befare we get all the paper
work to put them through. The safety net is Medicaid. The fact that there is no “charity
cases” is because we have them on Medicaid. The County is paying for this care that is
about the $75,000,000 in local share you are paying for Medicaid that is covering our
people. So the trick is some places don't want certain people, but there are laws that they
have to.

Mr. Carey
That structure would still be in place whether Summit Park was there or not.

Mrs. Sherwood Comm’issioner of Social Services

And it will grow.

David Bonk, Project Leader

| had a discussion with the Health Department about two years ago over nursing homes in
general in New York State and specifically about & client of mine that was under a closure
proceeding. In talking with the Commissioners up there they had said to me that over the
next two to five years that it would really be the survival of the fittest in providers across the
State. It wasn't intentional that they were targeting public, non-for-profits or bad
proprietor’s it was just a matter of weaning out the strongest of the providers. From what |
am seeing now with my own client base we are getting a lot of feedback from people that
are looking to put their places on the market, because it is just too difficult to operate if you
are a standalone operation.

There are a number of groups in New York City that are in expansion mode. The
philosophy at the proprietary level is to take Medicaid cases, because it is less hassle for
them. If | take a self pay case | have to make sure that they pay me every month and
chase them down if their assets are tied up in a house, which costs money to do in legal
fees. If | can get a person qualified for Medicaid | know that every time | bill in four weeks |
will get a check.

When you see a push toward managed care programs it is not going to matter whether you
are on Medicaid, Medicare or a commercial insurer, because managed care programs are
going to force those rates to come down and down and down. The only way you are going
to be able to sustain any operation, whether a County facility or non-for-profit is by
controlling costs. If the County facility costs are 40% greater, because of benefits and
salary costs then their competitors there is no way for these County facilities to compete
not just in Rockland County, but in Erie County, Livingston County and others.
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You can keep geing the way you are going and your costs are going to continue to
escalate, because over the next two to three years from now salaries are going to increase.
You may negotiate a freeze for three to five years, but generally salary costs will go up.
Benefit costs, which you may not have control of, are going to continue to climb. If
retirement investment earnings don't climb faster more money will have to be invested.

There is also the bargaining power of the insurance companies to make the market for
what they pay. If you want to participate with the insurance company you will have fo
accept that dollar amount of payment. Governments set the market price by regulation, but
insurance companies do it by competition.

If you have any thought of going forward or trying to rebalance your budget now with the
pressure you are getting from the State you have to take a hard look at costs. You have fo
go back to almost a zero based budgeting. In every one of your departments you have to
go out and look at what you spent the money on in that department. You have to look at
lower cost alternatives.

Mr. Carey

| would like to see "Costs That Won't Go Away” chart for 2011 trend out five or ten years in
reference to the hospital and nursing care center.

Chairwoman Cornell

Have there been governments that have been able successfully to do this? Government is
under a lot of constraints that might make it difficult to really go to true zero based
budgeting.

David Bonk, Project Leader

There are governments in the past that have done it.

.Chairwoman Cornell

In this country?

David Bonk, Project Leader

Yes, in this country. It is a critical review of your budgeting process and expenses as
department manager. If my budget is $200,000 do | need to spend $200,000 just because
somebody said that is my budget or do | manage it to make sure my department operates
as a sufficiently as possible and bring it in at $180,0007 This always confused me when |
was onh the CFO side. | would sit through budget meetings and the manager would explain
the services they needed and never would mention any other alternatives that were
available to accomplish the same purpose or any improvements to the process that would
reduce costs. You have to look at each item in the process if you are department manager.

Chairwoman Cornell

We don't need to go into this, because we all obviously want to see efficiencies. | do know
the County Executive indicated we have under spent the budget by $20,000,000 for x-
number of years and our departments have been under enormous pressure and really
stepped up to the plate in terms of doing exactly what you are saying by doing more with
less. There are just s0 many mandates that need to take place in government, which is
very different from the private sector.
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David Bonk, Project Leader

You deliver the mandated service only and go out to the not-for-profits for the rest of the
support services. That is certainly a type of option. Look at your expenses and Actuals
this year compared to your actual expenditures last year, because that is really an indicator
as to where you are going after adjusting for volume.

Eugene Laks, Esq., Hiscock & Barclay, LLP

The present moratorium has been present for the last flve years and is actually scheduled
to expire at the end of Decamber.

ACTIONS:
Legislator Carey:
v “Costs That Won’t Go Away”’ chart for 2011 should trend out five or ten years

in reference to the hospital and nursing care center.

Chairwoman Harriet D. Cornell called to adjourn the Committee of the Whole and
report back to the full Legislature at 7:42 p.m., which was moved by Legislator Douglas J.
Jobson and seconded by Legislator Toney L. Earl and passed.

Respectfully Submitted,

Darcy M. Greenberg, Proceedings Clerk
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