Attachment C

Senate Bill 09-056
Senator Kester, Representative Riesberg
Concerning the Trinidad State Nursing Home
Senate Committee on Health and Human Services — Feb. 16, 2009

‘What this legislation is about: Granting the Department of Human Services (DHS) authority to
transfer ownership of the Trinidad State Nursing Home, and in connection therewith, assuring
that the health care needs of the residents are met, and that proactive measures are taken to
mitigate the impact on state employees.

Purpose: SB09-056 would allow the Department of Human Services to transfer ownership of
the Trinidad State Nursing Home to a public or private entity, and use the proceeds for to serve
veterans at the State Veterans Homes. The Trinidad State Nursing Home has been operating at a
loss for the past several years, with those losses being subsidized by the “Enterprise 505 Fund”
that was created to enable the state and veterans nursing homes to operate as an “Enterprise”
under the provisions of TABOR. The operating deficit at Trinidad is over $90,000 per month,
and neither the state general fund nor the 505 Fund are able to continue subsidizing that loss.
There 1s an ongoing need for nursing home services in the Trinidad area, and nursing home
professionals have indicated that a viable business plan can be implemented to continue those
services under a different ownership. The Department has committed to local officials and
representatives from the Trinidad area to work in collaboration with them in finding a
satisfactory solution that will continue services and jobs, while addressing the fiscal crisis.
Continued use of the 505 Fund could jeopardize the U.S. Department of Veterans Affairs (VA)
per diem payments for veterans homes in Colorado.

Background:

e The Trinidad State Nursing Home has lost $3.4 million since 1999. This trend is
projected to continue into the future.

* Because the Trintdad State Nursing Home and the four State-operated Veterans Nursing
Homes are a cash-funded “Enterprise,” the Trinidad fiscal deficit results in draining
resources from the State Veterans Nursing Homes.

e It is estimated that the Trinidad State Nursing Home will require about $1 million
annually to subsidize its operating expenses. Those losses are being subsidized by the
other Veterans Homes in the “Enterprise Fund.” The amount of that subsidy is now so
large that the State is at risk of losing the federal VA per diem for the Veterans Homes —
which amounted to $10,541,786 in FY 08. The per diem can be used only to provide
care in certified Veteran Nursing Homes.

e In addition to posting continuous fiscal losses from operations, the Trinidad State
Nursing home is in need of physical plant repair. The facility is over 50 years old, and
has neither the income nor the general fund support to keep the buildings’ physical
condition compliant with current health care standards, life safety requirements and
building codes. Estimates to fix the buildings are $8.5 million.

e Ideally, the Trinidad Nursing Home would be transferred to a private or public nursing
home operator who would take over the care of the clients currently residing at Trinidad,
and continue the availability of nursing home services to residents in the Trinidad area.

¢ Trinidad has approximately 141 cash-funded FTE (many are part time). It is anticipated
that many employees may obtain employment with the new owner. Additionally, the
Department of Personnel and Administration layoff policies will be in place prior to a
sale to mitigate negative impacts on State employees, including assisting employees in
transferring to other state positions.

(Prepared by Department of Human Services, February 10, 2009)
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Meeting in Governor’s Office on Trinidad State Nursing Home
Wednesday, January 28, 2009

The following document outlines the issues and options related to the Trinidad State Nursing
Home to be discussed at the meeting with Governor Ritter.

Major Factors Driving the Need for Action in the 2009 Legislative Session:

» $93,000 monthly operating deficit — with the deficit being covered by
revenues from state veterans homes out of the “505 Fund” — the central
enterprise fund for state and veterans nursing homes

e Risk to federal VA funding for the veterans homes - $10,000,000 per year,
plus millions more in construction costs

Options:

» Sell/transfer ownership of the nursing home to a public, private, nonprofit,
or public-private entity (e.g. City, County, Health District, private in-state
or out-of-state nursing home provider, or public-private collaborative
organization); to the extent feasible, develop plan for sale/transfer in full

~cooperation with local officials and representatives

* Include assurance for continuity of care to current residents of nursing

home

e Include employee retention plan; additionally, employees may exercise
state employment rights

¢ Other?

(Note: Legislation is necessary to authorize the transfer/sale of the property — SB09-056.
However, if a sale/transfer is not possible and another viable solution to the fiscal
situation is not found, the nursing home could be closed without legisiative action.)

The Following Are Not Options:
¢ Continuing to subsidize the operating loss from the 505 Fund
» Securing State General Fund to subsidize the operating loss

e Putting the State at risk for Medicaid decertification due to insufficient
funding

Appraisal/Marketability:
* Professionally appraised in October 2008 — Appraised value: $4,000,000
* Nursing home professionals with extensive experience in Colorado and
nationally have confirmed the marketability of Trinidad to the private
sector




Early Legislative History of Trinidad State Nursing Home

Prior to the establishment of Medicaid and Medicare in the mid-1960s, responsibility for the care
of older persons requiring assistance with daily living was primarily assumed by family,
charitable organizations, counties or older persons themselves. Until the Trinidad State Nursing
Home was created in the mid-1950s, the only facility operated by state government in Colorado
for the care of older persons was for veterans and their wives or widows, located at Homelake
near Monte Vista, and formerly named the “Soldiers’ and Sailors’ Home.”

During the 1950°s, the state legislature passed several bills to authorize up to seven additional
homes for the aged, with the first of those homes in Trinidad. A “State Board of Control for
State Homes for the Aged™” was created in to oversee the purchase, construction and operation of
these homes, including authority to issue anticipation warrants to cover such costs. Ultimately,
only one home was created, the State Home at Trinidad. It has remained the only non-veterans
nursing home owned and operated by the State of Colorado.

Five additional “State Veterans Nursing Homes” have been created since that time, each one
separately authorized by state legislation and funded with the assistance of matching federal
funds. The State Veterans Nursing Homes are located at Florence, Homelake, Rifle,
Walsenburg, and Fitzsimons in Aurora.

The following summary of the early legislative history of the Trinidad facility is based on a -
review of the Legislative Bill Digests for the 1953 through 1967.

1953

Senate Bill 93 (8 93) established an institution for the aged at Trinidad called the Colorado State
Home.

S 196 created a State Board of Control for State Homes for the Aged, established eligibility
criteria for care in the state homes, and provided for payments for care by the individual or
county. '

1954

S 9 anthorized the issuance of anticipation warrants to finance the cost of construction,
maintenance and operation of state homes for the aged, and provided that warrants were to be
paid from fees and revenues received from the residents of any such home.



1957

House Bill 457 (H 457) appropriated $199,560 to the Board of Control for the next fiscal year for
the Colorado State Home at Trinidad.

S 47 established new eligibility criteria for admission to the State Homes, including a
requirement of Colorado residency for at least 5 of the immediately preceding 9 years, and
removed a requirement that the applicant not have sufficient means to provide self care in a
private nursing home.

1959

S 210 authorized the Director of Institutions to select and purchase 7 sites for homes for the
aged, subject to the approval of the Governor and the Board of Control. It specified that
preference be given to veterans, their wives and widows, and that no new home be created until
the first was completed, filled and self-sustaining.

1961

S 64 authorized the State Board of Control to issue anticipation warrants not to exceed two
million dollars for the cost of additional construction and improvements to Trinidad.

1967

H 1184 changed the name from the “Colorado State Home” to the “Trinidad State Nursing
Home.”

Prepared by the Department of Human Services — November 18, 2008
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