MINUTES OF THE MEETING

Q -

PUBLIC HEALTH, WELFARE AND SAFETY COMMITTEE

February 19, 1979

The eighteenth meeting of the Senate Public Health, Welfare
and Safety Committee was called to order in Room 410 of the
State Capitol Building at 12:30 p.m. on February 19, 1979.

ROLL CALL: All Committee members were present.

CONSIDERATION OF SENATE JOINT RESOLUTICN 25: Senate Joint
Resolution 25 is a resolution of the Senate and the House of
Representatives of the state of Montana urging President Carter
to change his proposal to reduce social security benefits.

Senator Palmer, sponsor of Senate Joint Resolution 25, stated
that he introduced the resolution because of concern over President
Carter revamping the social security system. Last week Senator
Palmer talked to Senator Melcher, who assured him that no services
would be lost. Therefore, Senator Palmer thinks there is no need
for the resolution. He moved that the Committee table the resclu-
tion. The motion passed unanimously.

CONSIDERATION OF SENATE BILL 425: Senate Bill 425 is an
act to change the use of the state-owned nursing home at Glendiw
from the care and treatment of geriatric persons to the care and
treatment of developmentally disabled persons.

Witnesses supporting Senate Bill 425:

Peter Blouke, Department of Institutions

Ron Phelps, Department of Institutions

John Fitzpatrick, Office of Budget and Program Planning
Curt Chisholm, Department of Institutions

Witnesses opposing Senate Bill 425:

Aage Hansen, Association for the Mentally Disabled

_-_‘

Senator Thiessan, District 27 and sponsor of Senate Bill 425,
said that he sponsored this bill because the state has a facility
in Glendive that has no use. Two sessions ago the Legislature
appropriated 2.5 million dollars at the end of the session, and
it was very inappropriately done. It designated the building of
two facilities, one in Billings and one in Glendive. The one in
Billings was stopped in time, and the other one was built at
Glendive. It 1is a very nice facility. He stated that he went
through the building with some people who are very interested
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in mental retardation. This bill asks for a change of use from
geriatric persons to developmentally disabled persons. Senator
Thiessan said we are not going to create a need for this facility,
but there is a need for the handicapped. This facility could meet
that need in eastern Montana.

Peter Blouke, administrator of Mental Health Services
Division of the Department of Institutions, said the department
has done considerable work in looking at various uses of this
facility in Glendive. One of the uses is for the mentally
retarded. He stated that the department would be happy to make
information available to the Committee on finances.

Ron Phelps, hospital administrator for the Department of
Institutions, said that the department developed a number of
uses for this facility. They feel that a mental health center is
a good use. It could be ran as a non-profit operation or as a
state operation. He thinks that a non-profit operation is prob-
ably the most cost-effective alternative for this center. When
the department found there wasn't a need for a center in Billings,
it felt there probably wouldn't be a need in Glendive; so changes
in the facility were made so that it could be certified for IMR.

John Fitzpatrick, deputy director for Office of Budget and
Program Planning, said there are a number of features which come
up in Senate Bill 425. 1In 1975, when this nursing home was pro-
posed, there was a very sizeable geographic population at Warm
Springs. There has been a very substantial effort to reduce this
population. At the present time the state has a population of 50
to 70 geriatric patients at Warm Springs. It is working on a
plan to move these to beds at Galen. There are a number of vacant
beds in the smaller hospitals in eastern Montana. The addition
of another geriatric facility in eastern Montana may constrain
the operators of existing nursing homes. There are at least three
populations that can be considered appropriate for developmentally .
disabled. At the present time Boulder is filled to capacity, and
some of these patients may profit from the center at Glendive.
The Glendive facility is fully certifiable, and the cost of operat-
ing the program would be fully funded by Title XIX. He referred
the Committee to the costs in the fiscal note. He said that the
eastern Montana institution which is adjacent to this nursing home
is a developmentally disabled facility and will help strengthen
the staff at the other facility.
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Curt Chisholm, Department of Institutions, gave the Committeel
a copy of the report on consolidation. See Attachment "A."

Aage Hansen, Association for the Mentally Disabled, said I
that whenever his association sees a bill that is going to move a
great number of people into one place it gets a little nervous.
The association feels that this is to achieve some cost effective~
ness. It doesn't support a bill that is going to move mass l

developmentally disabled people, but it does support a change
for the facility.

Senator Thiessen closed the testimony by stating that he
feels there is a need for a facility in eastern Montana. The

state has one in Boulder. This would move people closer to their
families in eastern Montana.

Chairman Rasmussen asked the Committee members if they have l
any questions. Senator Olson asked what level of patients the
department plans to have at Glendive. Dr. Blouke said it would
be for severely mentally retarded and handicapped. Ron Phelps
said that there would be 30 severely retarded and 10 moderately '
retarded, but no one has been designated specifically. Senator
Olson asked if the department has figures on what it would cost
to duplicate the staff at Boulder. Ron Phelps said that on page ‘
28 of Attachment "A" is the costs for non-profit operation, and
page 34 has costs for state operation. Senator Himsl asked how
many beds are there. Ron Phelps said there are 40. Senator Himsl’l
asked what it was costing the state to have the building sit empty.
Ron Phelps said the utilities for one month is $2700. There is
no caretaker. Senator Himsl asked if the department had any privat
contractors interested in running the place. Dr. Phelps replied
that there are two interested. Senator Himsl referred to Section
3 on the bill and asked why the section is being repealed that
deals with the legislative intent of moving geriatric people, if l
possible, to community settings. John Fitzpatrick said the Legis- *
lative Council indicated this was the simplest way to write the
bill. It is not the intent to designate that the people of Warm
Springs will not be moved out. They are being moved out now. He
stated that it is fine with him to reinsert that language. Senator
Ryan asked 1f they have any idea of the case load from western
Montana and eastern Montana. Dr. Blouke said that in discussing
this with Mr. Hover he feels there is a substantial population in
eastern Montana now that would provide part of the population for
the Glendive facility, but the department does not know exactly
where the population would come from.

.

The hearing on Senate Bill 425 was closed at 12:55 p.m.
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CONSIDERATION OF SENATE BILL 447: Senate Bill 447 is an
act to authorize a local health cfficer to close establishments
licensed under Title 50, Chapters 50 through 52, for 72 hours
when an imminent health hazard exists.

Witnesses supporting Senate Bill 447:

Will Selser, Association of Local Health Officers

Witnesses opposing Senate Bill 447:

Phil Strope, Montana Innkeepers Association

Senator Norman, sponsor of Senate Bill 447, said this is a
health bill that relates to eating establishments and closure
thereof. The bill in one form or another has been in before. This
time it is substantially changed. 1In the title you have Title 50,
etc. which relates to the general provisions of local boards of
health. This bill is of primary interest to local boards and
local health officers. On page 2, line 19, is where the changes
start. This is not a bill where the health officer can close
an establishment down for 72 hours, or where he can come in and in
72 hours close an establishment down. On line 19 the local health
officer has to have concurrence of the local board of health. He
also can only close the establishment down for 72 hours. On page
3 he has to establish that there is an imminent health hazard to
the establishment. He has to visit the establishment on two
occasions, and he has to tally on his marking sheets 50 or more
demerits on each occasion. On the second occasion there is still
24 hours 1in which the owner can come up with a plan to quiet the
health officer's objections. If this is not done, then the restau-
rant can be closed down for up to 72 hours.

Will Selser, Association of Local Health Officers, presented
the Commiittee with some amendments he would like to propose to
the bill. See Attachment "B." The title is amended to refer
only to Chapter 50. The bill as it reads now would speak in terms
of 72 hours for not only restaurants but hotels, motels, etc.
which have similar types of licenses. The bill was intended to
apply only to food service establishments. Mr. Selser stated that
in 1976 from the Center for Disease Control 92 cases of food-borne
illnesses occurred. One of the greatest objections in the past to
this bill was lack of due process. The association thinks that
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this has been addressed in Section 3. The demerit score is 50.
Public Health Service recommends closure for more than 40. He
referred the Committee to state law 27-615, which allows cancella-
tion of license. This law allows ten days for the restaurant
owner to come up with a plan, but stated that this process takes
weeks or months. The thing that this bill deals with is imminent
health hazard. Public abuse by health officers is pretty well
taken care of with the due process. Everyone expects good, safe
food when they eat out; and the association feels this bill is
needed to protect the public.

Phil Strope, Montana Innkeepers Association, said that he
represents 50 percent of the facilities in the state of Montana.
This same sort of request by the health department has been in
the Legislature in 1975, 1977, and now in 1979. It was killed by
local government because it proposes that local health officers
substitute their judgement for the judgement of the courts. The
health ocfficer could go to the county attorney who would go to the
district judge and get a closure. Mr. Strope stated that the
reason they do not do this is because the reason for which they
go is not sufficient for the district judge to close the facility.
He related a situation here in Helena on a new facility where
closure was threatened. He stated that the fundamental request
here is for the health people to avoid the courts. They don't 'I
want to convince county attorneys and judges that there is an
imminent danger. He hopes that in looking at this the Committee
will kill the bill and leave the law so that the health officer,
if there is any risk, has to go to the county attorney and request
that the judge move for closure.

Senator Norman closed the testimony by saying he couldn't
recall any district court in Missoula that has ever shut down a
restaurant. That presumes that the restaurants are clean and
everything is wonderful, that that isn't the case. It wasn't
the case in Missoula where a large number of people became ill.

If you try to get a district judge to act on Saturday or Sunday

or on a holiday, there is a problem. He doesn't think that giving’
the health officer this path for closure will circumvent the
courts.

Chairman Rasmussen asked the Committee members if they havé
any questions. Senator Norman asked Mr. Strope if he knew when
a district court has shut down any of these facilities. Mr.
Strope said that he doesn't know of any. However, he doesn't
think that to pass this law would do anything about that. All
this does is permit the health officer to circumvent the court.
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Senator Ryan asked Mr. Selser why he proposed the amendment.

Mr. Selser replied that it was merely an oversight to include

the other places. Senator Ryan asked how many actions have been
initiated in Lewis & Clark County in the past year. Mr. Selser
stated that several people have closed voluntarily for remodeling.
The situation Mr. Strope referred to was a case where the restaurant
remodeled and didn't ask for inspection before reopening. It

wasn't an imminent health hazard. Senator Himsl asked about sec-

tions 4 and 5 starting on page 3. Senator Lensink said he thinks
that refers back to the title.

The hearing on Senate Bill 447 closed at 1:15 p.m.
CONSIDERATION OF SENATE BILL 494: Senate Bill 494 is an

act to establish when a prescription must be given to an individual
who has an eye examination.

Witnesses supporting Senate Bill 494:

Phil Strope

Witnesses opposing Senate Bill 494:

M. F. Keller, 0. D.

Larry LaRock, O. D.

Paul Kathrein, O. D.

Don Pratt, Montana Optometric Association

Senator Lensink, District 39 and sponsor of Senate Bill 494,
stated that within the last year the Federal Trade Commission
made a law which is applicable to Montana; and the thrust of that
ruling is that patients have to be given a prescription so they
can shop for eyeglasses. Page 2, line 15, is the thrust of this
bill. This says that the examiner shall give the patient a copy
of his prescription immediately after the eye examination unless
there is no change required in the person's eyeglasses. There
is a little more to this bill because there are ways to circumvent
this process. He referred tc Section 1, which prohibits the
doctor from requiring the purchase of glasses from him before he
will give the eye examination. The doctor can't give an examination
and then require an additional fee before he will give out the
prescription. The doctor may not require the buyer to sign a
waiver that he is not responsible for the prescription. This is
also in the FTC ruling. We need this in Montana because it is a
good rule. The federal law is currently being appealed in the
federal courts, so there is no guarantee that this will be the
law. The other reason is a matter of enforcement. Montana is
ignored often when it comes to federal matters. Senator Lensink
feels that we can be pretty much ignored if there are violations
of the federal law. There is also a difference in the penalty
requirements between the federal regulation and this bill.



Minutes of the Meeting

Public Health, Welfare and Safety Committee
February 19, 1979

Page 7

=@ -

Phil Strope, who represents the opticians, stated that
there are four opticians here who he has talked to; and he will
summarize what they would say to the Committee. The background
for this has been well set before the Committee by Senator Lensink.
There are some who are reluctant to give out their prescription
because of the economic advantage of fulfilling their own prescrip-
tions. FTC said they had to be given out, and it also said the .
seller of the lenses could advertise prices. What has happened
in this state is that in a place like Missoula students come
from all over the state and want to change their glasses. The l
prescription is back home, and many calls are made requesting
the prescription. Some prescriptions come out on note pads.

Most of the time the prescription comes out unsigned. Often times
they come on plain sheets of paper without the letterhead. oma= l
times they even say the dispenser is responsible for the accuracy
of the prescription. The opticians think that Dr. Lensink's
proposal is very timely. Mr. Strope left some news accounts

with the Committee which show advertisements for eyeglasses. See
Attachment "C." The opticians feel it is time Montanans be able
to f£ill their prescriptions where they can get the best buy.

M. F. Keller, Great Falls, says he opposes this bill because
it is basically a verbatim copy of the federal trade regulation, q
which was issued in July of 1978. This whole regulation deals

with the patient's right to have a copy of his prescription.

See Attachment "D." He went through the bill and showed how it
duplicated the federal ruling. He stated that he 1s not here l
opposing the federal rule and the federal ruling is being enforced.
On October 18 he received a letter from the FTC telling him that

he was in violation of the FTC by failing to give a patient a I
copy of his prescription immediately after examination. See
Attachment "E." He showed the Committee a form that his office

has since developed in order to help him comply with the FTC. I
See Attachment "F." He stated that he does not object to the

law, but he does object to all the verbage which is not a part

of the Montana Optometry Law. He stated that a couple of sentences
in the optometry law would accomplish the purpose of this bill. ‘

Larry LaRock, optometrist from Butte, stated that he opposes
Senate Bill 494. He stated that some people are concerned that *
the FTC ruling might be stricken by the courts, but the patient
would still have access to his prescription. He read a section
from the Optometric Association regulations. He stated that many
optomologists and optometrists have had to change their practice
in the last six months, and mistakes have been made. The Montana

T
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Optometric Association stands ready to help these people obtain
their prescriptions. Regardless of the outcome of the federal
ruling, it will be appealed; and an appeal will take at least
three years. Dr. LaRock said all that is needed is one sentence
to the Montana Optometric Law.

Paul Kathrein, Great Falls, spoke in opposition to Senate
Bill 494. He said he does support the FTC. This bill is a
duplication of an FTC regulation which is binding in every state.
He feels that this bill is an unnecessary waste of tax dollars
and the Committee's time. The Committee's time is more valuable
than spending it duplicating federal rules into Montana Code.
Under the federal law the penalty is $10,000, and Dr. Kathrein
said he doesn't want to pay a $10,000 fine for any reason.

Don Pratt, executive director of the Montana Optometric
Association, said that the association opposes Senate Bill 494.
He stated that i1f anyone would like to know how to file a com-
plaint with the FTC, he has that information in his office.

- Senator Lensink closed testimony by reiterating that the
bill essentially duplicates the FTC regulation. This is now on
appeal and will go all the way to the United States Supreme
Court. What is it being appealed? Obviously, some groups don't
like it. This bill will also help from the standpoint of enforce-
ment. If this is just a duplication, why all the flak over it?

Chairman Rasmussen asked the Committee members if they
have any guestions. Senator Olson asked Dr. Keller what percentage
of his people go elsewhere for glasses. Dr. Keller said it is
a very small percentage.

The hearing was closed on Senate Bill 494 at 1:40 p.m.

CONSIDERATION OF SENATE BILL 446: Senate Bill 446 is an
act to restrict county medical programs for the needy to persons
who do not have access to other government health programs or
health insurance; establishing a minimum level of service; and
designating responsibility in cases of intrastate movement of
indigent persons.

Witnesses supporting Senate Bill 446:

Mr. Waterman, Lewis & Clark County Welfare Department

Witnesses opposing Senate Bill 446:

Chad Smith, Montana Hospital Association
Bill Leary, Montana Hospital Association
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Chairman Rasmussen explained that Senator Fasbender, sponsor
of Senate Bill 446, had to be at another meeting. He asked Mr. l

Waterman from the Lewis and Clark County Welfare Department to
explain the bill.

Mr. Waterman, county director of Lewis and Clark, Broadwater,
and Jefferson counties said that this bill will help clarify
regulations. The term on page 2 is changed from medically needy
to medlcally indigent. This is for clarification only. The next
change is toward the bottom of the page which adds "or for persons
who have available medical resources from other government pro-
grams or insurance coverage that provides comprehensive hospital l
and physician care." What has happened in the county is that
sometimes people who are available for other medical coverage
decide to go to county medical health care, and the county is '
forced to pay their bill. Another thing that is changed is the 300
percent of the income. If income exceeds 300 percent of a welfare
standard for that person's family, they would not be eligible for
county assistance. Sometimes the judge orders that a person is l
indigent when he is well over the 300 percent income level.

The change on page 4 is for people who move. Recepient is change
to person for administrative purposes only. Recently in Lewis

and Clark County a family moved into Helena, and the woman gave
birth to a premature infant. Lewis and Clark County had to accept
responsibility for the bills because she was not a recepient from l
her prior county. ‘

Chad Smith, Montana Hospital Association, stated that the l
association is opposed to the bill as written. The concern is
with page 2, lines 20 through 23. The association has no objection
to the standard for indigent. This has been explained to mean
that if a person has adequate coverage elsewhere, they should get l
it; and the hospital association agrees. What this bill says
is that if there is any type of insurance or government resources
available, the hospital wouldn't be able to file a claim with the l
county. There are many cases where another program dcesn't cover
the whole bill. The association's concern is with regard to the
medicaid bills. The bills are discounted by SRS for 85 percent..
Anytime that you have someone paying less than his share, the other
patients will have to pick up the rest of the tab. The association
feels this is very unfair. This type of language discriminates
against the one who doesn't have full coverage, and the association
is contending that this type of government price fixing is unconsti-
tutjional. It wants a system set up whereby what the government
buys it should pay for. The counties have funds which are set up
to 13-1/2 million dollars which take care of this. After that
they make an application for a grant-in-aid which the state canno
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refuse. If it is the intent of this bill to provide that first
the individual must make every effort to get assistance from
insurance or other government programs, then the assocciaticn
offers an amendment (see Attachment "G") to do just that. Other-
wise, Mr. Smith said he knows how this is going to be interpreted,
because they have battled with SRS over the years on this. The
association asks the Committee to amend the bill to include its
suggestion, and then the association would have: no further objec-
tion.

Bill Leary, Montana Hospital Association, said that the
hospitals establish their charges based upon their full and
adequate needs. They develop these charges and usually submit
their budgets for review to the association for approval. If
they have a Title 19 patient, medicaid will discount that bill
85 percent. The hospital then has a balance which cannot be
collected according to federal law. Some of the hospitals have
attempted to send the bill to the county and request that the
county pay. When they first started this, some counties paid.

A few counties decided to check with SRS, who gave them the
opinion that they should not pay. In 1978 statistics show that
the hospitals will have to charge off 1.3 million dollars for
Title 19 charges. Therefore, the hospital will have to increase
their charges a proportionate amount to take care cof this loss.
They also have losses from the medicare Title 18 program. Under
the medicare program the person that receives the services can
be requested to pay the deductible and the coinsurance factor
after the 90th day. Under Title 18 in the cost reimbursement
form the bad debt that is left is a non-reimburseable cost.
Medicaid assumes there are no bad debts. We feel that this
particular bill will, as it is written, give the county the auth-
ority to say that they are prohibited from paying the hospital
any more than Title 19. Also, SRS had to limit physicians by a
1974 fee schedule. This obviously is not sufficient, and the
physicians probably have to pass on their costs also. You have
all the other factions of health care that have to do the same
thing. This bill, unless it is amended in accordance with Mr.
Smith's amendment, is opposed by the association.

Chairman Rasmussen asked the Committee members if they have
any questions. Senator Himsl stated that even with these amend-
ments he doesn't see where things change very much. Mr. Smith
said the present bill says hospital you will get whatever you
have. The amendment says that you must apply for resources that
are available, and then the balance will be paid by the county.
Chairman Rasmussen asked Mr. Waterman if he accpeted the amend-
merits. Mr. Wterman said he has not had a chance to study them,
but from what Mr. Smith has said he would support them. Senator
Norman questioned the use of the word "palliative" on page 3, line
12, and asked if the county would just have to provide symptomatic
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treatment and not real treatment. Mr. Smith said he doesn't
understand this either. Senator Ryan asked how this bill would
affect wards of the state. Mr. Smith stated that if the ward
has any type of other medical program he would be required to
address that first. Senator Norman stated that the hospitals
are going to take quite a loss unless something is clarified.

He went on to give an example of an emergency patient who cannot

be questioned upon arrival and who should have been sent to a
VA hospital.

The hearing on Senate Bill 446 was closed at 2:10 p.m.

ACTION ON SENATE BILL 446: Senator Norman moved DO NOT
PASS for Senate Bill 446. Senator Ryan said that by changing
recepient to person, we may be placing guite a burden on some
counties. A roll call vote was taken. The motion passed
unanimously.

ACTION ON SENATE BILL 425: Senator Lensink stated that his
only concern is multiple units doing the same thing. Senator
Olson said he is also concerned about this. He stated that he
talked to Larry Zanto, and they had a hearing in Glendive. The
Department of Instituttions said they would let the Legislature ‘
decide what to do. Senator Himsl stated that this has had a
lot of history. It started out as a 100 bed unit, and each time
the Legislature heard about it the Department of Institutions had
cut another 10 beds and another 10 beds to fit the allocation.
The idea was to have the Good Samaritans run it, and the state
stay out of it. When they cut it down to 40 beds, the Good
Samaritans said they wouldn't run it because they needed at
least 60 beds. He also stated that he has a problem with the
repealer. Senator Norman stated that if we are going to pass
the bill then we will address this problem.

Senator Norman moved that Senate Bill 425 DO NOT PASS.
Senator Olson stated that this building could have been foiled
by the Department of Institutions if they had wanted to do so.
Then the Glendive Hospital Board offered to be a non-profit
operator, and they turned that down. The college offered to buy
it, and they turned that down. Senator Rasmussen stated that he*
feels that since we have moved a bunch of pecople out of Boulder
there should be enough room at that facility. A roll call vote
was taken. The motion carried on a vote of five to two.
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ACTION ON SENATE BILL 447: Senator Norman moved the
amendments presented by the Local Health Officers. See Attach-
ment "B." The motion carried.

Senator Norman moved that Senate Bill 447, as amended, DO
PASS. Senator Ryan said he doesn't know what this does that
current statute does not do in ten days. As a substitute motion,
Senator Ryan moved that Senate Bill 447 DO NOT PASS. Senator
Norman stated that it isn't working through the courts. Senator
Olson said that he doesn't feel it is the courts. The health
officer goes to the county attorney, and he sits on it. He
stated that when he was a health officer he had no trouble in
getting people to comply. A roll call vote was taken on the
substitute motion. The motion carried by a vote of five to two.

ACTION ON SENATE BILL 494: Senator Lensink proposed an
amendment to strike line 17 on page 2 in its entirety. What
this says is that if the prescription does not change, the doctor
does not have to give a prescription. Senator Lensink feels
there is an advantage in having an updated prescription even if
it hasn't changed. The motion carried unanimously.

Senator Palmer moved that Senate Bill 494 DO PASS. Chairman
Rasmussen stated that as far as the testimony indicated this is all
law now and why duplicate it. If we continue this pattern, we
will duplicate all that is on the law books. If this FTC rule
is declared unconstitutional, there are other laws that say the
patient has a right to his records. Senator Lensink stated that
it is being appealed, and he is not so sure that it is going to
take three to four years to appeal it; and we duplicate Montana
laws all the time. This is nothing new. Senator Ryan stated
that he would like to encourage that professions police themselves.

Chairman Rasmussen moved DO NOT PASS on Senate Bill 494 as
a substitute motion. A roll call vote was taken on the substitute
motion. The motion failed by a vote of four to three.

The Committee reverted to the original motion, and a roll
call vote was taken. The motion passed by a vote of four to
three.

ADJOURNMENT: There being no further business to discuss,
the meeting was adjourned at 2:30 p.m.
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Total consolidation of the two institutions remains an slusive and perhaps ill-advised
goal. Significant progress has been made in sharing services. Consolidation of certain functions
has also been accomplished. However, careful planning has revealed significant obstacles to
complete consolidation. In some cases, there exist political and economic barriers to merger.
Similar obstacles also prevent sharing services.

Nonetheiess, significant improvements have been realized in the management of the
institutions. Cooperation between the two administrations has been excellent. Much of the
credit for this development must be extended to Dr. E.P. Higgins, who accepted the interim
superintendency at Warm Springs State Hospital in addition to his permanant role as Galen
State Hospital's superintendent. Dr. Higgins was instrumental in recruiting Dr. James Hamill
who was recently appointed superintendent of Warm Springs State Hospital. Dr. Hamill is

a board certified psychiatrist with documented administrative abilities.

In the suhsequent narrative, areas of shared and consolidated services will be described
briefly. Reasons will be given for not consolidating or sharing other services and the primary
obstacles to total consolidation will be explained. In addition, significant management develop-
ments will be outlined that have resulted in improved accountability and more effective management
of the institutions. Finally, a major policy directive will be presented along with alternative plans
for fulfilling that directive.

CONSOLIDATION AND SHARED SERVICES
Acute Hospital Care

Since May, 1978 the patients at Warm Springs State Hospital who needed acute hospital
care have been transferred to Galen State Hospital's acute unit. This has allowed Warm Springs
to utilize Unit 16 (formerly their acute hospital) for an Intake Unit which is designed to admit,
evaluate and recommend treatment for all patients at Warm Springs State Hospital. We believe
that the change enhanced patient care since it places acutely i1} patients in a setting more heavily
staffed by general practitioners vis-a-vis psychiatrists and provides a suitable facility for one of the
key elements in the reorganization of Warm Springs State Hospital. Warmn Springs is billed for
only the ancillary costs associated with care of their patients at Galen. Galen hired no additional
staff to accommaodate this phase of consolidation. .

Central Laundry '

The Warm Springs State Haspital Laundry processes all laundry for Galen. A significant
cost savings resulted because 7 FTE's were deleted at Galen State Hospital.



Dental Services

All dental services for Galen patients are performed by dentists employed at Warm
Springs. Currently one half day per week by one dentist has provided adeguate routine
coverage. Emergency work is, of course, scheduled immediately during the work week.

Respiratory Therapy

Since November 1, 1977, Galen provided approximately four hours per week of
respiratory therapy training to the Warm Springs staff. However, the contract lapsed since
it was no longer needed when the acute care compenent was consolidated at Galen State
Hospital. Respiratory therapy is primarily directed at those in the acute care section and,
therefore, is simply provided at Galen State Hospital.

Dietary Services

Galen State Hospital does not employ a registered dietitian. The dietitian at Warm
Springs State Hospital spends up to eight hours per month at Galen State Hospital coordin-
ating menu planning and other dietary services. Menu plans are now jointly prepared for
both institutions. Minor variations are found due to inventory differences.

Chaplain

A chaplain employed at Warm Springs State Hospital provides counseling (for up to
three hours each week) to those persons who are served by the alcohol training and rehabili- ‘
tation program at Galen.

Motor Poal

Major automaotive overhauls for equipment owned by Galen State Hospital are done
at Warm Springs State Hospital. {n addition, Galen also purchases unleaded gas from Warm
Springs State Hospital rather than in the local community.

X-Ray, Medical Laboratory

Emergency call service for both X-ray and lab services is provided by Galen technicians.
Due to this provision WSSH was able to reduce their X-ray technician staff by one FTE,

Certain laboratory services are shared at this time. Chemistry and certain types of blood
studies are conducted at Galen utilizing their autoanalyzer. These procedures are done for
Warm Springs and have enabled Warm Springs to cance! the contract in the private sector for
providing these services. The cost of the analyzer has been more than offset by savings realized
from'discontinuing contracted services.

Warm Springs State Hospital’s lab possesses special equipment that allows them to complete {
serology tests for Galen patients. When the acute component was transferred to Galen from WSSH,
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the huspital was able to reduce its laboratory FTE by one person.

A further indication of the spirit of cooperaticn that exists in this particular area is
reflected by the large amounts of equipment that have been transferred from one insiitution
to another. For example, Warm Springs has transferred a portable Xray unit, two patient
monitoring graphs, an ECG Unit and a DC defibrillator to Galen. The total cost of these
items is estimated at over $15,000.00. The portable Xray unit was especially needed since
the unit at Galen was not producing adequately detailed Xrays. Galen has transferred
laboratory and other types of equipment to Warm Springs including a small defibrillator,
scope monitor, a mobile cart, a clinicard system and a 1963 pickup truck that has been adapted
to provide a vertical lift for maintenance work on each campus. Total value of these items
approximates $20,000.00.

Other service areas were examined for the appropriateness of consolidation. The
following explanations will indicate why total consolidation is not feasible at this time.

Physical Therapy

Physical therapy services are currently provided in each institution through contracted
services. The administrations are closely monitoring the need for these services but at present
the cost of hiring a full-time‘physical therapist would exceed the amount expended for
contracting these services. If this condition should change, this situation will be reevaluated,
and if apprepriate, a full-time physical therapist will be hired and shared betwean the two
institutions. At present, however, it is not a cost effective decision,

Pharmacy

Consolidation of pharmacy services at one institution presents operational problems
that dissuade us from pursuing such a course of action, A registered pharmacist must he
available to dispense and inventory medications at each institution. Since medications
are dispensed on a very frequent basis at each institution, it is very difficult to have this
function covered by only one individual. Reguiations governing medication administration
require that a pharmacist be available whenever carts or other apparatus for dispensing
medications are filled. 1t would be rather inefficient to attempt to coordinate these functions
from one central lacation. In addition, opportunities for abuse multiply when drugs must
be frequently transported. Comments have been made to the effect that pharmacy consolidation
would develop better control of purchasing and drug issuance. That statement is 6nly partially
true. Actual control of purchasing including volume discounts is not controlled at the institu-
tional level but by the purchasing division in Helena. Economics or more effective means of
managing drug purchases are the prerogative of that group and not those of the satellite
pharmacies in the two institutions.

X-Ray, Medical Laboratory

Although there is significant sharing of the services between these units, a total
consolidation is a dubious goal. One of the major problems in effecting a consolidation is



the requirement 10 stat work. 1nsucn cases, starf utilizaaon would be drastically

affected in the treatment units. For example, any patient neading an X-ray would need

10 be transferred to the service area by a teamster and an 3ide or orderly from one of the
treatment units. The down time in terms of lost personnel services would be significant.
Due to the numbers of procedures performed, it would probably be necessary to hire
additional teamsters to accommodate the werkload in transferring patients hack and

torth for X-ray or lab work. In the case of lab work, it is often true that only samples
need be transported and not the patient. Even in these cases, a teamster would be required
to carry the {ab samples to the centralized location of the medical lab.

Another factor that affects our decision to not attempt to consolidate these
ciinical areas is the fact that they are very capital intensive. There are relatively few
FTE's assigned to each unit. These units have very modern equipment that takes the place
of skilled personnel. Therefore, consolidation wili result in perhaps no savings in FTE.
Essentially, the primary inroads by which these services can be made more efficient have
aiready been taken as described in the section abcve regarding shared services pertinent
to X-ray and laboratory.

Psychology, Social Services and Psychizatric Services

It has been suggested that a clinicat team from Warm Springs comprised of a social
worker, psychologist and psychiatrist cover all evaluations and pertinent treatment of patients
at Galen State Hospital. This has not been completely accomplished due to the fact that we
simply do not have adequate manpower to provide this service. We are currently short of
qualified psychiatrists at Warm Springs State Hospital and we also need to hire additional
psychologists. In the realm of social services we have provided an MSW to Galen who
coordinates their social services program. The fact that this team approach has not been
enacted has not been particularly costly since Galen does not contract for any psychology
or psychiatric services at this time.

Motor Pool

Items of shared services have been described earlier. Total consolidation seems
relatively insignificant since Galen has only one FTE and one teamster assigned to the
motor pool section. These personnel also have additional duties on the grounds. Consoli-
dation would not reduce the need for these FTE's and, in fact, might increase the need
due to additional travel requirements between institutions. In addition, no maintenance
services are contracted from the private sector in the community by Galen State Hospital.
Therefore, there is no significant cost savings generated via & consolidation of services with
Warm Springs State Hospital.

Maintenance

One of the reasons given for consolidating these functions was the potential for sharing
on call responsibilities for weekend work. This is essentially a false issue since we are not
paying any maintenance personnel for being on call during weekends. At each institution



personnel are called out only on an emergency basis. Thus, they are paid only wnen
called out and are not given compensatory time for baing on call.

A major probiem in consolidating all maintenance functions at one institution stems
from the loss of productivity. Actual hours worked for personnel in this area 's somewhat
less than 7 hours per shift due to lunch break, morning and afterncon breaks and cieanup
time. Adding a travel requirement to another institution could cut as much as half an
hour to one hour out of the time allotted for productive work efforts. This seems a rather
high price to pay for consolidation, particularly in light of the fact that there would be only
minor reductions in the number of FTE at Warm Springs and no net reduction in the existing
staff at Galen. Galen's administrator, Joe Balkovatz, has indicated that they are currently
short of an electrician and Warm Springs State Hospital has no surpius personnel in that
area.

Speech and Audiology

There is virtually no need for consolidation of these functions since they are provided
directly to the patient from the Easter Seal Society in Butte. Essentially, patients are biiied
directly for the service because the institution doas not contract for them. Thus, there is
no additional cost to the institution that would be offset by consolidation,

Warehouse

We have examined a number of alternatives with regard to consolidating warehousing
functions between the two institutions. Without going into the intricacies of each alternative,
the bottom line is that any consolidation will not reslt in a direct reduction in FTE leveis at
either institution. The existing warehouse facilities at each institution are not large enough
to accommodate the centralized function. Therefore, additicnal space would be required at
whatever location was selected. Since Warm Springs has proportionally more square feet
of space than Galen, it would be a logical location. However, the recent demolition of a
number of older buildings also restricts available options at Warm Springs. If another facility
at Warm Springs is utilized for warehousing, it may be necessary to provide a freight elevator
for efficient handling of inventoried items. A representative cost for installing such an elevator
is approximately $35,000. This seems to be a rather large expenditure to consolidate a function
that results in no readily observable cost reduction,

Comments have been made that some advantages would accrue in consolidating warehouse
functions even if there was not a reduction in FTE levels. The first item mentioned relates to
volume ordering. Basically it states that if orders are coordinated there may be volume
discounts obtained on various items. The prerogative for improvement in this area does not
rest with the institutions. If there is a need for improvemsnt in this area, and we do not
know_ that there is, the responsibility rests with the purchasing division of the Department
of Administration. The institutions can have little impact upon this avenue with the exception
of insuring that their inventory or store's requisitions are submitted properly to allow adsquate
coordination and processing. Another area in which there may be some advantage to the central
warehouse pertains to the efficient utilization of inventory levels. 1t is sometimes true that there
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are cases in which certain inventory levels of a particular comimaodity are oversupplied

in one institution while the other institution is short of the same item. With proper
coordination, the oversupply could be redirected to the other facility and thereby reduce

the capital outlay for the particular item. That function can be effectively managed without
centralizing warehouse locations. The Director has recently requested that the institutional
administrators devise 2 plan to foster utilization of one anothers inventory stock before resorting
to local purchases. in short, our concensus is that there is no net financial advantage to consoli-
dating warehousing functions. In fact, additional monies would need to be expended to provide
the additional space required to consolidate.

PRIMARY OBSTACLES TO CONSOLIDATION

Federal Regulations

The foremost obstacle to consolidation of Galen and Warm Springs State Hospitals lies
with federal regulations restricting reimbursement in so catled "institutions for mental diseases."
- The Code of Federal Regulations states: ‘

""Federal financial participation under Title XIX of the Social Security

Act is not available in medical assistance for any individual who has not
attained 65 years of age and who is a patient in an institution for tuber-
culosis or mental diseases, except for an individual under age 22 who is

receiving in-patient psychiatric facility services.”

This and other regulations effectively exclude patients between the ages of 22 and 64
from receiving Medicaid payments. There is no doubt that Warm Springs State Hospital
would be construed as an institution for mental diseases. Section 80-2401 R.C.M. 1947
indicates:

“The institution located at Warm Springs is the Warm Springs State Hospital,
The functions of the state hospital are the care and treatment of mentally ill

persons.”’

An institution is characterized as “primarily’ one for mental diseases if it is licensed
as such, if it advertises as such or if more than 50% of the patients are in fact patients
with menta! disease.

Consolidation of the two institutions would result in 2 more diagnostically varied
patient population; however, more than 50% would continue to be primarily diagnosed
as suffering from mental diseases. Currently, the total population of Warm Springs State
Hospital is nearly 370 while the census at Galen is 160. Thus, the institution produced
from,a consolidation would meet one primary criterion for designation as an “"institution
for mental diseases.” As such, the restriction on reimbursement would apply to the consoli-
dated institution. Medicaid revenues currently received for patients at Galen State Hospital
would be foregone because the age discrimination statute would apply. Federal financial
participation from Title X1X would be permanently lost until the fundamental character



of the institution changed to refiect less than 20% of the aggregate census having primary
diagnoses for conditions of mental iliness. Therefore, it is clear that a consolidation of the
institutions at their presant levels of resident population would result in an additional
restriction in federal financial participation to the state general fund.

in terms of our planning efforts this essentially means that it would be tlf-advised
to proceed with the total consolidation unless the restrictive aspects of federal law and
regulations are challenged and overturned. Another alternative is to step up our efforts to
add additional treatment components to Galen or Warm Springs State Hospital in order to
redress the population imbalance so that it is not predominantly comprised of persons
suffering from mental illness. The latter course of action will be explored more fully
as this report proceeds.

Union Resistance

Even if the external obstacle to consolidation represented by restrictive federal
"regulations is assuaged, there are other barriers to be considered. A very significant one
is the union resistance to consolidation.

The structure of union representation reveals bargaining units common te both
institutions as well as those peculiar to each institution. Wherever there is an intersection
of jurisdiction, resistance to consclidation can be anticipated. Food service employees,
psychiatric and nurses aides, LPN’s, clerical staff, X-ray and lab technicians are represented
by different unions on each campus. Consolidation represents a clear threat to the bargaining
units representing these different employee categories. Even if there is no reduction in the
aggregate staff levels through the consolidation, the continued existence of some bargaining
units is threatened due to overlapping jurisdiction. Therefore, resistance to a total merger is
assured. As an exampile, in recent negotiation sessions the Montana Nurses Association was
most decidedly opposed to any interchange of nursing services between Warm Springs and
Galen.

An organization overview of the structure as it pertains to each institution is shown
below.

Unions common to both ipstitutions:

Montana Nurses Association
Carpenters Local 88

Electrical Workers Local 200
Machinist Local 1336

Painters Local 182

Plumbers Local 481

Teamsters Local 4488
Operating Engineers Local 927
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Unians exclusive to Galen:

1. AFSCME Local 1620
2. Teamsters Local 448 (separate unit - security)

Unions exclusive to Warm Springs:

Hotel, Motel and Restaurant Workers Local 509
Independent Unicn

LPN Association

MPEA (Professional Unit)

Pl I e

Generally speaking, those unions that are common to baoth institutions would be the
least difficult to deal with in terms of a consolidation. Those that are peculiar to one or the
other institution often have overlapping jurisdiction and probably would be diametrically
opposed to affiliation with one another.

It is clear that the law requires that the Department of lostitutions not place itself in
a position which either supports the platform of one union over another or in any fashion
attempts to discourage union organization or activity among employees. Our position must
be one of neutrality. Substantial discord could well result from the move to consolidate
the institutions. This discord could be very disruptive to the efficient functioning of the
emerging institution,

SIGNIFICANT ACCOMPLISHMENTS

Although it became apparent that complete consolidation was not a realistic objective,
efforts were clearly needed to improve management systems.

This was particularly true at Warm Springs where the role of the institution was rapidly
changing due to the evolution of the deinstitutionalization phenomenan. Patients census had
fallen from 1,100 in early 1874 to 400 in early 1278. The hospital was organized on a
regionalized basis - a structure that obviously facilitated deinstitutionalization. However,
with the patient census stabilizing there was a clear need to reemphasize the effective delivery
of care and treatment.

Rearganization

The recognition of the changing role of the institution combined with an acute awareness
of many of the shortcomings of the existing organization prompted the Department 1o begin
the extended period of planning far reorganization.

fiegardless of the organization label, Warm Springs State Hospital had been decentralized
into ten treatment components - it was essentially a unitized hospital. This pointed to a definite
anomaly in the organization since the decentralized treatment units were managed by centralized
departments. This paradox can interfere with the efficient delivery of health care. In simple
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terms, we aimied for a reorganization that would render the administrative and managerial
aspects of the organization compatible with the decentralized treatment system.

in the past, decentralized treatment units were manaugd from centralized departments.
This presented a dilemmma in a number of ways. Unit directcrs had responsibility for coordin-
ating treatment in the treatment units but no authority to carry out that function. Treatment
personne! did not report to them but rather to centralized department directors. Spans of
control were much too wide in the old organization and there were overlapping areas of
responsibility. in some instances, units with high operating costs reported directly to
consultants who were seldom on the premises. To rectify that problem a change was made
in which these units report to the Hospital Administrator. This change is in keeping with
modern hospital management practices.

Under the recrganization, an entirely new branch was created called Quality Assurance.
The functions of this organizational component are nursing coordination, inservice training,
_ program evaluation, policy development and technical assistance. The strength of the hospital’s
treatment teams is a direct function of the guality of inservice training programs. Previously,
these programs had been directed primarily at direct care nursing staff. in the future, the
inservice thrust will be to train across multi-disciplinary lines in order to promote an
integrated team epproach to treatment. The program evaluation function is an innovative facet
of the new organization that will allow the evaluation and internal inspection of treatment
services by a group outside the direct line authority of managers responsible for treatment,

The Treatment Services component of the organization houses all treatment units,
There are three specialty units - Geriatrics, Children and Adolascent, and Forensic. In
addition, there are four subunits of the General Psychiatric Service - Intake, Short-Term,
Extended Care, and Pre-Release. These units established a phasad, progressive movement
for patients in the nospital ranging from crisis intervention, assessment, intensive or acute
care, extended care and finally a pre-release function in which psychological and medical
structure will be reduced to approximate what the patient will encounter in a community
release situation. The General Psychiatric Services component is specifically designed to
return patients to the community and not to hold them on a long-term basis at Warm Springs
State Hospital. In the Appendix, organization charts are exhibited that depict the hospital
both before and following reorganization. A meaningful comparison will clearty indicate
that lines of authority and accountability are much better defined under the new system.
in addition, appropriate spans of control and other organization principles are observed
throughout the organization.

Master Staffing Plan

The question of staffing levels at Warm Springs State Hospital is a constant source
of concern. Pararount in the minds of treatment professionals are the questions of staff
size and utilization. s the number of staff adequate? Is the mix of employess efficient?
Is the staff distributed properly? Is effective treatment being delivered? From the standpoint
of budget officials

and administrators, cost is a significant issun. During the last biennium, the
hospital was faced with the dilemma of a rmassive reversion of the general fund doliars the



extent of which was to be determined by the average patient population. Wnile the re «ersion
requirement was met during the first year of the biennium, the outiook for the foliowing year
was more bleak. For these reasons, the development of an objective staffing rationale was
very significant.

Utilizing data gathered from surveys of other state hospitals, formulae developed for
staffing in other states, analysis of mode!l units at Warm Springs and spatial considerations
generated by the physical configuration of the facilities at the hospital, master staffing formulae
were developed for treatment units under the reorganization. Proper statfing size and distri-
bution to provide quality care were the primary concerns with cost avoidance measures being
of secondary importance.

After gathering and analyzing staffing data, many discussions were held with key
personnel at Warm Springs State Hospital regarding the adoption of staffing standards. The
entire program was presented to the unions affected by the formulae and adjustments were
made whenever possible in a manner that would not compromise the integrity of the plan.

-Finally, staffina formulae were approved and are being utilized to determine the direct care
nursing staff in each treatment unit. The formulae represent the core level staffing that

we feel must be maintained in each treatment unit in order to provide quality care and
treatment. Since the staffing formulae are designed to take into account changes in the
census, their use has been instrumental in providing a control mechanism for meeting reversion
requirements and for controlling personnel expenditures.

Physician Compensation Plan

Another significant accomplishrment that affects physicians at all institutions is the
development of a new physician compensation plan. This plan effectively removed physicians
from the Montana State Pay and Classification System. This was vital due to the fact that
salaries allowed for physicians were simply not competitive and we could not attract qualified
professionals to the institutions. The compensation plan requires the establishment of a
Professional Standards Advisory Council made up of private physicians, psychiatrists and
representatives from the Departments of Administration and Institutions. This council
oversees the management and operation of the compensation plan. Although it is certainly
not a panacea in terms of attracting every qualified physician we need, it has been a positive
step in alfowing us to recruit on an equitable footing with other states and governmental
agencies.

Physician Services - Montana State Prison

A significant improvement in utilization of Galen State Hospital's medical staff
occurred as a result of a program at Montana State Prison. In previous years, physician
covergge for Montana State Prison had been provided by a group of local private practitioners.
The cost for coverage was $42,000 last year and the group initially asked that the remunera-
tion be increased to $65,000 for the upcoming year.

Dr. E.P. Higgins, Superintendent of Galen State Hospital, and Montana State Prison



Warden, Roger Crist, coordinated d physician coverage plan that has alioved Montane
State Prison to totally avoid the high cost of centracting physician services from the
private seclor.

A Galen State Hospital physician treats inmates at the prison complex each
afternoon, Monday - Friday. On Monday, Wednesday and Friday, the physician visits
the new complex and is available at the old grison location on Tuesday and Thursday.

This duty is rotated among the Galen State Hospital medical staff.

This arrangement has resuited in the intense utilization of the medical staff. It
is a significant factor in requesting an additional physician position for Galen State Hosnital
if any major patient services are added to the hospital.

POLICY FOR OPTIMUM UTILIZATION OF HEALTH CARE RESOURCES

_ The major task in the upcoming biennium is to utilize existing institutional heaith
care resources more efffectively. Facilities at most institutions are intensively used but a
few important exceptions exist. One of the primary reasons for consolidating Galen and
Warm Springs State Hospitals focused upon utilizing the total capacity of Gaien State
Hospital. Galen currently has 220 beds that are fully licensed and certified for hospital or
intermediate care. Occupancy is chronically low, averaging slightly over 40%.

At Warm Springs State Hospital there is currently only one building that meets
licensure and certification standards. That building is Unit 212 with a capacity of 64 beds;
however, there are three other buildings, Warren, Receiving Hospital, and Unit 216 that
are very mo-lern and meet neariy all current life-safety requirements. Only minor deficiencies
prevent their certification and plans are in progress 10 seex acute psychiatric certification for
two and perhaps all of th=sc units. The occupancy of these units is reascnable in light of the
fact that certain types of patients must be separated based upon treatment needs. |t is doubtful
that we can expect an occupancy rate in any particular unit in excess of 80% to 85%. Treatment
programs based upon the services required by patients do not automatically “'fit’" into a building’s
bed capacity, particularly a building that was built years ago. Due to both administrative and
clinical concerns, buildings are used for patient occupancy at Warm Springs State Hospital that
are most kindly described as substandard. The classic example is the Boiton Building which
houses nearly 100 patients who are part of the Extended Treatment Unit. Nearly $1 million
would be required to renovate Bolton to transform it into a unit suitable for patient use.

Rather than spend large sums of monies to renovate archaic buildings at Warm Springs,
It seems more logical to plan the use of underutilized facilities that are licensed and certified
and require none or only minor renovation for patient use. Two primary locations under state
controt are underutilized at this time. Clearly, underutilization of Galen State Hospital is
very striking when compared to the conditions described in the Boiton Building located in an
institution only four miles away. The other prominent facility that is underutilized at this time is
the Eastmont Human Services Center. This facility was funded by the 44th Lenislature and was
completed in late 1978. It has a licensed-certified capacity of 40 beds.



The foundation for a policy statement of emgploying institutional health resources in
the most optimum manner engenders the utilization of existing capacity at Gaien State Hospital
and the Eastmont Human Services Center. Corocllaries of that policy statemsant are that the
quality of patient care should be maintained or improved. Quality should not decline as a
resuit of any patient movements. In addition, the movement of patients or the addition of 1

services at any institution should enable the Department to implement cost avoidance measures,
Specificaliy, this means that the state should be able to avoid expending large sums of inoney 1
to provide additional capacity at one hospital while suitable excess capacity exisis at another

facility.

In the analysis that follows, various plans are examined to effect the policy of optimum
utilization of health resources. The crux of the analysis centers upon three facilities: Eastmont
Human Services Center, Galen State Hospital, and Warm Springs State Hospital. Each alternative 4
plan is supported by a detailed financial analysis indicating the impact on the general fund of

_proceeding with it.

Three of the alternative plans have as their central theme the transfer of patients currently
at Warm Springs State Hospital. Our assessment reveals that there is a large contingent of patients
inappropriately placed at Warm Springs State Hospital. Many do not require intensive psychiatric
care, and therefore, their presence at WSSH is not conducive to the hospital’s mission as an acute
psychiatric facility. Some are certainly behaviorally disruptive but could receive care and treatment
elsewhere. Their relocation would clarify and reemphasize the hospital’s salutary effect of piacing

patients who need intensive psychiatric care in the most appropriate treatment facilities at Warm ‘
Springs State Hospital.

The Department has not recommended any particular alternative or combination of alternatives.
Those presented are designed to depict a range of viable alternatives for effecting an optimum util-
ization policy. Admittedly, alternatives exist that were considered but not presented such as using
the Eastmont Human Services Center as a multi-purpose human services facility or as a juvenile
detention facility. We were unable to think of any programmatic benefit of mixing diverse popu-
lations in a 40 bed facility. Dawson Community College also requested that the facility be leased
to them to provide student housing. They also contemplated a longer term use of the facility as
a diagnostic center. While that part of their program has merit, we felt that the enabling legislation
and existing health care needs dictated that other alternatives be considered first. While the existence
of other alternatives is recognized, we believe the ones presented represent the most realistic courses
of action from both financial and administrative viewpoints. Where there are obstacles to effecting
a plan, we have endeavored to point out those obstacles.

Legislative mandate would be an insurmountable force in overcoming most obstacles
encountered. Selection of a course of action will allow for optimum utiiization of health
resources and will improve health care delivery. We can attain a posture in which patients
are treated effectively while being housed in our most appropriate facilities. The use of
substandard facilities at Warm Springs State Hospital can be discontinued without expending ‘
miltions for renovation or new construction. We urge that you examine these alternatives
ciosely and assist the Executive in arriving at a course of action that will allow us to provide
quality care in a more efficient manner.




EASTMONT HUMAN SERVICES CENTER (EHSC)

Construction of the Eastmont Human Services Center was guthorized by the
44th Legislature. The Center, which is licensed as a long-term care facility and certified
for skilled and intermediate care, contains 40 beds. Construction was completed in
August, 1978 at a total cost of nearly $1.2 million. The enabling legisiation specified
that “it is the intent of the Legisiature that geriatric patients at Warm Sgrings State Hospital
and geriatric residents of the state, who may in the future te piaced in Warm Springs State
Hospital and who do not need intensive psychiatric care, receive care and treatment in
nursing homes located in the community settings.”

The Department of Institutions was charged with the responsibility of recruiting
and selecting a non-profit corporation to manage EHSC. Requests for proposzals to manage
the facility were published in 11 Montana newspapers. In addition, direct mail appeals
-were made to a number of large organizations having expertise in providing care to the
elderly. Response to these efforts was largely negative.

The major problem in securing a managerrent agreement stems from the fact that
funds were not appropriated to subsidize the non-profit entity if an operating {oss occurred.
The detailed cash flow analysis indicates that a loss during the first year of operation is
not only possible but very probable. Such an outcome is not surprising since the size of
the facility is not optimum for efficient operation, there is a lag in reimbursement receipts,
occupancy will be low initially and discharge of patients for non-payment is somewhat
restricted.

A number of alternatives exist for use of Eastmont Human Services Center. Among
the more feasible are: 1} as a geriatric facility for selected Warm Springs State Hospital
patients, 2) a veteran's component for Eastern Montana, 3} an intermediate care facility
for the mentally reterded (IMR). Each will be discussed and analyzed in the foliowing
material.

Geriatric Transfer from Warm Springs State Hospital

An alternative worthy of sericus consideration is the transfer of 40 geriatric patients,
currently residents at Warm Springs State Hospital in Unit 219. A detailed analysis of this
alternative is contained in the pro forma financial statements and the accompanying operational
data at the end of this section. The total personnel expenditures, staffing levels and other
operating expenses are defined and compared with potential income projections based upon
a full 12 months of operation. Particular note should be made of the cash flow analysis which
indicates an operating loss of $55,430.00 for the first 12 months.

Type of Managemeant
Under this alternative it is anticipated that management of the facility would be

contracted with a non-profit corporation skilled in providing care to the elderly. From
our past efforts in atiempting to sacure the services of a nen-profit manager, we were able



to gain the interest of one specific group, the Ev. Lutheran Gocd Samaritan Society
domiciled in Sioux Falls, South Dakota. This particular group is actively involved in
providing nursing car2 and treatment of the elderly. Under their.standard management
contract, a management fee of 2%% of gross revenues is charged to the owner of the

facility. A major problem in finalizing a contract would be the projected operating loss
during the first yvear of $55,430.00. If Good Semaritan or any other potentia! manager was
indemnified against absorbing such a loss, | am confident that a contract could be consummated
to provide management of the facility. In addition, they agreed in earlier discussions to adapt
their contract to allow employees to be hired by them as opposed to the work force being
employees of the State of Montana. This has a salutary impact in terms of personnel expendi-
tures due to the fact that salaries paid to nursing and the support personnel in the private
sector are somewhat less than what is paid to similar personnel under the state pay plan.

Financial Discussion

With regard to patients transferred from Warm Springs State Hospital, the Director
of the Department of Institutions was confronted with an issue that was difficult to resolve
and has a significant impact on the financial stability of the facility. A number of patients
earmarked for transfer to EHSC are not eligible for Medicaid and do not have private resources
that enable them to pay the total liability for services received. Pursuant to statutes governing
reimbursement in state institutions, an ability to pay determination was made for each of
these patients. In a number of cases it would be nearly impossible to spend the patient down
to render them eligible for Medicaid and it is doubtful that their estates could be liquidated
in order to receive full payment. The Director made the decision to require that the non-profit
manager adhere to the ability to pay determination conducted by the Department of Institutions
on former Warm Springs State Hospital patients. The net result of thisis that there are certain
patients who would be transferred to the EHSC for whom the state incurs an ongoing liability
due to unpaid costs of care and treatment. This limitation on ability to pay is a primary reason
for the net loss incurred during the first year of operations.‘

If this alternative is to become a reality the Legislature would be required to indemnify
the non-profit corporation against a loss; thus funds would have to be appropriated through
some means. Even though such a subsidy must be provided for the first year of operation,
the amount is considerably less than the general fund expenditure incurred by retaining
these patients at Warm Springs State Hospital. In the exhibits found at the end of this section,
a per diem cost comparison shows that there is a net advantage to the state general fund of
nearly $265,000 if the patients are transferred to the Eastmont Human Services Center. Thus,
there is a distinct savings to the general fund by effecting such a transfer. The savings arises
from such factorsaslower labor costs paid by the non-profit entity, avoidance of the age
restriction on receiving federal reimbursement that is characteristic of anyone between the
ages of 21 and 65 located in Warm Springs State Hospita! and the fact that seven additional
pecple will become Medicaid eligible by being transferred.

In addition to the direct financial advantages depicted in the exhibits, there are scme
cost avoidance measures that are worthy of note. Transferring the Geriatrics Unit to EHSC
would cause Unit 219 to be vacated. This facility has a licensed/certified capacity of 64 beds.

L



{t could then be utilized for patients in the Extended Treatment Unitat Warm Springs.
Currently there are nearly 190 patients in the Extended Treatment Unit. These patients

are domiciled in Warren and Bolton buildings. The Warren buiiding has been renovated
recently and meets most certification requirements. The Bolton building, however, is in

a very deteriorated condition; it is a primary goal to discontinue its use for patient occupancy.
A large proportion of the patients currently located in Boiton could be shifted to Unit 219.
This would place us in a much better posture in terms of locating most, if not all, Warm
Springs State Hospital patients in licensed/certified buildings that meet fire/life safety codes.
Since the cost of renovating the Bolton building would exceed $1,000,000, there is substantial
financial incentive to effect such a movement. In essence, adoption of this proposal enables
the Department to take a positive step toward meeting our goa! of optimum utilization of
existing licensed/certified facilities.

Problem Areas

Some problems may be encountered if this proposal is adopted. Patients who are
relocated often undergo significant stress. Sometimes that stress can be life threatening,
particularly to elderly patients who have become acclimated to a particular setting.

As has already been mentioned, funds must be advanced or earmarked to indemnify
a non-profit management group against operating losses particularly during the initial
12 months of activity. Various means exist for advancing the neaded funds ranging from
an appropriation, reverted funds or even a business loan paid back with funded depreciation.

This particular patient movement would reduce the aggregate number of permanent
positions at Warm Springs State Hospital. There are currently 22 permanent positions
assigned to Unit 219 all of which are filled. The employess are represented by three different
bargaining groups - the Montana Nurses Association, the LPN Association, and the independent
Union. If employees assigned to Unit 219 could not be absorbed into other treatment units
at Warm Springs through the process of attrition, a layoff may be necessary. On a more
positive note, the possible expansion of services at Galen may offer alternative employmant
opportunities to Warm Springs employees and other residents of the local area.

This issue may be assuaged to some degree as a result of legisiative intent. The
enabling legislation specifically designates that EHSC is intended for geriatric patients
at Warm Springs State Hospital. Thus, it seems clear that no additional statutory authority
is required to allow such a relocation.



EASTMONT HUMAN SERVICES CENTER

Geriatric Transfer from WSSH
Statemient of Annual Operating Expensas

PERSONNEL EXPENSES: ‘

Nursing Services:

1.0 - Nursing Director $ 13,000
2.0 - Registered Nurses 20,000
3.0- L.P.N's 24,000
14.0 - Aides 98,000 $155,000

Treatment Services:

1.0 - Occupational Therapist $ 10,000
1.0 - Recreation Therapist 10,000
1.0 - Activities Coordinator 10,000 30,000

Administrative & Support Services:

1.0 - Administrator $ 15,500

1.0 - Secretary/Receptionist 7,500

0.5 - Medical Records Clerk 4,000

1.6 - Cook : 15,500

3.2 - Food Service Workers 25,000

3.2 - Custodians 24 000

1.0 - Maintenance Worker 8,000 39,500
Benefits - 42,675

TOTAL PERSONMNEL SERVICES $327,175
OVERHEAD EXPENSES:

Contracted Services:

Physician $5,000
Psychology Service 1,000
Physical Therapy 7,000
Pharmacy 3,000
Dietitian 2,000 $ 18,000
Management Fee 11,500
Medical Supplies 3,500
Unreimbursed Service Expense * 4,245
Equipment 2,000 “
Food {$2.00 x PPD) 23,500
Utilities 15,000
Laundry (1 ib. PPD x $ .30) 3,525
Housekeeping Supplies 1,800
Tele‘ephone 1,000
Insurance 2,000
Travel 2,000
Professional Memberships 500
Transportation Expenses 1,000
TOTAL OVERHEAD $ 89,570
Add: Depreciation Expense 40,000

TOTAL OPERATING EXPENSE $456,745




EASTMCMNT HUMAPM SERVICES CENTER
Geriatrics Transfer from WSSH
Annual Income Projection

INCOME PROJECTION:

Private Medicaid
27.5% 72.5%
Total Patient Days 3,231 8,519
Interim Rate $38.34 $38.34
Per Diem Income $123,877 $326,618
Fee-for-Service Income 5,899 15,551
Gross Income $129,776 $342,169
Adjustments:
Unpaid Per Diem * (84,487) 0
Patient Contribution 6,815 (6,815}
Unpaid Fee-for-Service * (5,899) 0
NET INCOME 4 $ 46,205 $335,354

* Unpaid due to limited patient rescurces based upon ability to pay determination.

SOURCE OF FEE - FOR - SERVICE INCOME:

Physical Therapy $ 7,000
Occupational Therapy 10,000
Psychology Services 1,000
Benefits 1,800
Sub - Total $19,500
Add: 10% Margin 1,950

TOTAL $21,450

CALCULATION OF UNPAID PER DIEM FOR PRIVATE FAY PATIENTS:

Potential Per diem: $123,877
Ability to Pay: Non-Medicaid 39,390
Unpaid Per Diem $ 84,487

Annual
Projectian

11,750
$38.34

$450,495
21,450

8471,845

{84,487}
0
{5,899)

$381,559



EASTMONT HUMAN SERVICES CENTER

Geriatrics Transfer from WSSH

SCHEDULE OF PATIENT DAYS:

Private Medicaid Total %
Month 27.5% 72.5% Patient Days Gccupancy

1 62 163 225
2 149 391 540
3 272 718 990

1st Quarter 483 1,272 1,755 48%
4 289 | 761 1,650
5 304 801 1,105
6 304 801 1,105

2nd Quarter 897 2,363 3,260 89%
7 305 805 1,110
8 305 805 1,110
9 53_0__5_ 805 1,110

3rd Quarter 915 2415 3,330 92%
10 312 823 1,135
11 312 823 1,135
12 ﬁ 823 1,135

4th Quarter 935 2,469 3,408 93%

Annual Total 3,231 8,519 11,750 80%

SCHEDULE OF ALLOWABLE EXPENSES TO DETERMINE PER DIEM RATE:

Expense Category:

Nursing Services $155,000
Developmental Services 20,000
Administrative & Support Services 99,500
Benefits 41,17

Overhead 77,325
Depreciation {Building) 40,000

Total Allowable Expenses $433,000

CALCULATION FOR INTER!M RATE REQUEST:

Allowable Expenses $433,000

Divide by Totat Patient Days 11,750
Per Diem Cost $ 36.85
Incentive Increment 1.49

Interim Rate $ 38.34
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EASTMONT HUMAN SERVICES CENTER

Geriatrics Transfer from WSSH
Per Diem Cost Camparison: *

Warm Springs State Hospital vs. Eastmont Human Services Centsr

Warm Springs Eastmont Human Services Center
Projected Per Diem Cost $855,122 $538,010
Income:
Medicaid 482,282 405,828
Private 46,456 33,350
Total Per Diem Income $528,738 $445,218
Deficit {$326,384) - {$92,792)
General Fund Impact:
Deficit $326,384 $ 92,792
State Match (Medicaid) 188,080 168,273
$514,474 $251,065
Net Advantage for Transfer: $263,409

® Based upon a full year or 14,600 patient days.



EASTMONT HUMAN SERVICES CENTER
Geriatrics Transfer from WSSH

Forty (40) WSSH Residents - Proposad Transfer to Eastmont

Resident Number Title XIX Elfigibility
14654 Yes
18002 Yes
35969 Yes
21118 Yes
30408 Yes
16950 Yes
35333 No
17036 Yes
36592 Yes
37187 Yes
24196 Yes
36520 No
12626 Yes
25589 Yes
36830 No
34186 No
16956 Yes
28837 No
06964 Yes
16423 Yes
14173 No
36965 No
37308 Yes
36795 Yes
37218 Yes
37237 Yes
37346 No
04374 Yes
07407 Yes
09774 Yes
10179 Yes
13051 Yes
13780 Yes
14524 Yes
34333 Yes
18996 Ne
20541 Yes
24982 Yes
28277 No

36459 No



EASTMONT HUMAN SERVICES CENTER

Veterans Component for Eastern Montana

The Eastmont Human Services Center {EHSC) seems well suited for use as a
state home for veterans. Its construction is ideal for providing nursing services and
it is proximal tq the VA Hospital in Miles City.

There are currently over 100,000 living veterans in Montana. A commonly used
formula calls for two and one half nursing beds per 1,000 veterans or at least 250 for
the entire state. According to the Montana BoArd of Veterans Affairs, half of the living
veterans in Montana served in World Wars | and 11, Thus the age distribution expected
would indicate a significant increase in the need for additional nursing home beds. Currently
there are 40 beds at the state home in Columbia Falls, 26 beds at the Miles City VA Center,
32 beds are under contract from private and/or non-profit nursing homes.

Management Provisions

Under this alternative, the EHSC would be managed as a state veterans home by the
Department of Institutions. Due to its location on the Eastmont Training Center campus
in Glendive, we recommend that services be shared wherever possible. For example, the
superintendent at Eastmont Training Center, Jerry R. Hoover, would undertake the additional
responsibility of managing the nursing home. Other economies would result from sharing
personne! in the areas of food service, housekeeping, maintenance, development and training.

Enabling legislation would be required designating the Eastmont Human Services Center
as a veterans nursing home. An application for VA recognition would then be filed with the
Medical Director of the Veterans Administration and an inspection of the facilility would be
made by that office to determine its suitability. Based upon the inspection, a recommendation
to accept or reject the facility would be made to the Administrator of the Veterans Administration.

Financial Discussion

The total personnel expenditures, staffing levels, operating expenses and income projections
are depicted in the pro forma financial statements that follow this section. The statement of
annua! operating expenses reflects only the incremental expense of operating the center as a .
veterans nursing home. For example, the salary expense for the superintendent is not included
since it would be incurred for the Eastmont Training Center regardless of use of the Eastmont
Human Services Center. Since the facility will be managed as a state institution, employees’
salaries are based on the Montana Pay and Classification Plan. Generally speaking, the salaries
are 10 to 20 percent higher than those paid in the private sector for similar positions. This
explains the rather high percentage of personnel service expenses to total expenditures.



The income analysis for this alternative is greatly simplified since virtually no
Medicaid reimbursement can be expected for veterans care. In most cases, veterans
pansions or disability income generally exceed Medicaid income hmitations.

Income is generated from two primary sources. Veterans recetving care in the
nursing home are assessed a monthly charge based upon their ability to pay determined
in accordance with reimbursement statutes governing the state institutions. Since there
is No way to obtain a preview of those veterans who would be admitted, the average ability
to pay was based on gur experience at the state home in Columibia Falls. In addition to
that income source, the Veterans Administration contributes up to one half of the cost
of care not to exceed $10.50 per day.

As will be noted in the financial statements, income does not cover anticipated
expenses. Although we have reduced expenses by sharing services with staff from the
Eastmont Training Center, the general fund obligation will approximate $112,000 during
- the first year of operation. In terms of annual cost per patient, the expense is relatively
low compared to most other institutions {e.g. cost per patient exceeds $22,000 per annum
at Warm Springs State Hospital). In subsequent years, it is very probable that comparable
general fund obtligations will be incurred. Under no circumstances can total income exceed
the cost of care if the status as a veterans nursing home is to be maintained.

Problem Areas

In assessing the design of the EHSC in light of VA construction standards, we discovered
that the total square footage in double occupancy rooms does not meet VA requirements.
VA requirements exceed DHEW standards by 30%. VA's propensity toc grant a variance
would best be determined following the inspection for VA recognition as a state home.

A mitigating factor may be the efficient design of the rcoms which incorporates built-in
wardrobes and chests of drawers that do not interfere with clear space.

Adopting this proposal will not allow cost avoidance measures 10 be taken at Warm
Springs State Hospital. Taken alone it does not reduce the population of inappropriately
placed patients at Warm Springs State Hospital allowing the closure of substandard buildings.
A positive aspect is that it greatly improves the availability of nursing home services to
veterans living in eastern Montana.



EASTMONT HUMAN SERVICES CENTER
Veterans Nursing Home

Statement of Annual Operating Expenses

PERSONNEL EXPENSE:

Nursing Servicas:

1.0 - Nursing Director $15,206
3.0 - Nurse, Professional | 38,379
3.0 - Licensed Practical Nurse 21,548
10.0 - Nurses Aide | 83,740

Devslopmental Services:

1.0 - Activities Coordinator $12,763 ,
.75 Physical Therapist 10,461

Administrative Support Services:

1.0 - Secretary 1 $ 9,096

0.5 - Medical Records Technician | 4,548

1.6 - Cook ! 14,554

2.0 - Food Service Worker {1 15,412

2.2 - Custodial Worker {11 18,423

1.0 - Maintenance Worker | 9,096
Benefits

TOTAL PERSONNEL EXPENSE

OVERHEAD EXPENSES:

Contracted Services:

Physician $5,000

Psychology Services 1,000

Pharmacy 3,000

Dietitian 2,000 $11,000
Medical Supplies 3,300
Equipment 2,000
Food {$2.00 PPD) 23,5G0
Utilities 15,000
Laundry (1 1b. PPD x $.30} 3,525
Housekeeping Supplies 1,800
Telephone 1,000
Insurance 2,000
Travel 2,000
Professional Memberships 500
Transportation Expenses 1,000

TOTAL CVERHEAD

TOTAL OPERATING EXPENSE

$158,873

$ 23,254

S 71,129
S 45,586

$298,842

$ 66,825

$365,6a7




EASTVMONT HUMAN SERVICES ZENTER

Veterans Nursing Home

ANNUAL INCOME PROJECTION

INCOME PROJECTION:

Private ability to pay *
Nurnber of Patient Months

VA Contribution

Per Diem
Total Patient Days

TOTAL INCOME

* Ability to pay based upon average private resources available for residents of Veterans'
Home, Columbia Falls.

Month

Wa —

1st Quarter
4

5

6

2nd Quarter
7

8

9

3rd Quarter

10
11
12

4th Quarter

Annual Total

$334.17
x 390 $130,327
$ 10.50
x 11,750 123,375

$253,702

CALCULATION OF GENERAL FUND OBLIGATION

Total Operating Expenses $365,667
Total Income 253,702
Genera! Fund Obligation $111,965

Net Annual Cost Per Patient $ 3,499

OCCUPANCY PROJECTION

Totel Patient Days Total Patient Months Billed
225 8.0
540 18.0
290 33.0

1,755 59.0
1,050 35.0
1,106 36.0
1,105 360
3,206 107.0
1,110 37.0
1,110 37.0
1,110 37.0
3,330 111.0
1,135 37.0
1,135 38.0
1,138 38.0
3,405 1130
11,750 390.0

Occupancy

48%

83%

92%

93%

30%



EASTMONT HUMAM SERVICES CENTER

An Intermediate Care Facility for the Mentally Retarded {IMR)
Non-Profit Status '
Option 1

Using the Eastmont Human Services Center (EHSC) as an intermediate care facility
for the mentally retarded (IMR) is another viable alternative. Qf the various alternatives
discussed, this one is most compatibie with the present range of programs offered at the
Eastmont Training Center. 1t is believed that tota! DD status for the entire complex,
including ETC and EHSC, would more easily generate citizen support and that such a
role may be more flexible than others that have been proposed.

The EHSC facitity itself will meet current iIMR physical standards for licensure

. and certification. During the construction, it was anticipated that multiple uses of the
facitity might be considered. As a result, change orders were effected to render the

facility acceptable for use as either a geriatrics facility or an IMR, Written correspondence
from the Department of Health and Environmental Sciences is on file that clearly indicates
both the facility's physical acceptability as an MR and the fact that Certificate of Need

approval will not be necessary to change level of care from geriatrics (SNF and {CF) to
IMR.

Population Served

The sources of patients for IMRB use are varied. One potential source involves a
transfer of selected patients from Boulder River School and Hospital. In addition, there
are 43 DD adults at Warm Springs State Hospital most of whom are inappropriately placed
at the state mental hospital. Transferring patients from Boulder River School and Hospital
to EHSC would allow the DD component at Warm Springs to be transferred to Boulder
River School and Hospital, a much more appropriate placement. The net effect would be
a reduction in the census of the Extended Treatment Unit at Warm Springs State Hospital
which would contribute significantly to the abandonment of the Bolton building. Obviously,
this source would make an important contribution toward realizing our goal of optimum
facility utilization.

Another possible source stems from the DD population currently domiciled in
nursing homes. Information provided by Jerry R. Hoover, Superintendent of the Eastmont
Training Center, indicates that there are presently 55 DD adults in nursing homes located
in eastern Montana. Since October 1, 1878, thay have not received habilitation services
from the Division of Developmental Disabilities. Most of them do not have individual
Aabtltation plans. '

Management Provision

Management services for the IMR would be contracted from a private non-profit
organization. Non-profit management implies greater flexibility than is generally afforded



institutions operated directly by the state. Expenditures for salaries are generally jower

if a facility has non-profit status as opposed to being state operated. For example, salaries
paid by the state for nursing personnel are irom 10 to 20% higher than those paid in the
private sector. A potential disadvantage of non-profit status is that sharing services between
ETC and EHSC would be very difficuit due to salary disparity among employzes at the
respective facilities. Nonetheless, total operational expenses are less when the facility is

operated by a non-profit manager.

At least two non-profit groups are interested in managing the facility as an IMR.
They are Montana/Wyoming Health Resources headquartered in Billings and the Ev. Lutheran
Good Samaritan Society domiciled in Rapid City, South Dakota.

Financial Discussion

The pro forma statements following this section depict the financial implications

. of operating EHSC with non-profit status as an IMR. The statement of operating expenses
clearly reveals the heavy emphasis on developmental services for the DD population that
will be served. Since the specific source of the patient population is unknown, conservative
assumptions were made in conducting the income projections. The key to the financial
success of the facility is the number of patients eligible for Medicaid reimbursement. We
hope that our assumption of 65% being Medicaid eligible will turn cut to be understated.

The most critical assumption is that the non-profit manager will have discharge
authority for private pay patients who cannot meet the total liability associated with care
and treatment or who cannot be “spent down” to be eligible for Medicaid. If the patient
census for this facility was generated from an existing institution, specifically Boulder

-River School and Hospital, the Director will be faced with the dilemma of whether or

not to atlow the non-profit manaqger to have discharge authority for patients who cannot

meet the total liability for care and treatment. 1t is prbbable that some of the patients
transferred from Boulder River School and Hospital would not be eligible for Medicaid

and could not be “spent down” 1o eligibility and could not pay the total liability. Obviously,
any such cases would have a measurable impact upon the financial analysis. In spite of this
potential problem, the assumption has been made that a non-profit manager will have discharge
authority since the source of patients has not been identified.

The cash flow anatysis indicates that the maximum cash deficit of nearly $60,000
is reached during the third month of operation. However, at the end of the initial 12
months of operation, a positive cash balance of nearly $50,000 is attained. Under a
typical non-profit management contract, this excess revenue would be returned to the
owner. In this case, the general fund would be reimbursed; thus, it is clear that the
Legislature could provide an operating loan or subsidy at the cutset of activity and have
a very low risk exposure. In essense, the operation of EHSC as a non-profit IMR will
not require on-going expenditures from the general fund since reimbursement statutes
applicable to state owned and operated institutions do not apply to non-profit management
groups.

~77



EASTMONT HUMAN SERVICES CENTER - IMR PROPOSAL

Statement of Operating Expenses

PERSONNEL SERVICES:

Nursing Care:

Non-Profit Status

1.0 - Nursing Director $ 13,000
2.0 - Registered Nurses 20,000
40-LPN.s 32,000
16.0 - Habilitation Aides 112,000
Developmental Services:
1.0 - Social Worker $ 10,000
1.0 - Physical Therapist 13,000
1.0 - Occupational Therapist 10,000
1.0 - Speech Therapist 10,000
1.0 - Habilitation Coordinator 11,000
3.0 - Teachers 33,000
3.0 - Teacher Aides 21,000
Administrative & Support Services:
1.0 - Administrator $ 15,000
0.5 - Secretary 3,750
1.0 - Accounting Clerk 7,500
0.5 - Medical Records Clerk 3,750
1.6 - Cook 15,500
4.8 - Food Service Workers 33,600
3.2 - Custodians 24,000
1.0 - Maintenance Worker 8,500

Benefits

OVERHEAD EXPENSES:

Contracted Services:

TOTAL PERSONNEL SERVICES

Physician $ 5,000

Psychology Services 2,000

Pharmacy 3,600

Dietitian 2,000 $ 12,000
Medical Supplies 3,500
Equipment 2,500
Food {$2.00 PPD) 25,920
Utilities 15,000
Laundry (2 ib. PPD x $ .30} 7,800
Housekeeping Supplies 1,800
Telephone 1,000
Insurance 2,000
Travel 2,000
Professional Memberships 500
Transportation Expenses 500
Management Fee 13,000

. TOTAL OVERHEAD

Add: Depreciation Expense
TOTAL OPERATING EXPENSE

$177,000

108,000 -

111,600

50,490 ‘

$456,090

87520
40,000

$583,610



EASTMONT HUMAN SERVICES CENTER

IMR Proposal
Non-Profit Status

INCOME PRGJECTION:

Private Medicaid Annual

35% 65% Income

Total Patient Days 4,120 7,635 11,758

Interim Rate $48.72 $48.72 _ £48.72
Per Diem Income $200,727 $371,977 $572,704
Fee-for-Service Income 15,381 28,664 - 43,945
TOTAL INCOME $216,108 $4Q0,641 $616,649

SOURCE OF FEE-FOR-SERVICE:

Physical Therapy $13,000

Qccupational Therapy ' 10,000
Speech Therapy 10,000
Benefits ' 4,950
Psvchology 2,000

Sub-Total $39,950

Add: 10% Margin 3,995

TOTAL $43,945

-P.T. & O.7T. billing rate is $25 per hour for annual evaluation. P.T. service billing varies with procedure;
e.g., $16.98 hr. for kinetic activities,

-0.T. billed at $16.98 per person per session for “‘activities of daily living.”
-S.T. bitled at $15 per hour for evaluation - maximum of $30 per patient for evaluation.

-Consult Relative Value Schedule for more detail.



EASTMONT HUMAN SERVICES CENTER

IMR Proposal

Non-Profit Status
SCHEDULE OF PATIENT DAYS:

Private Meadicaid %
Month 35% 65% Total Occupancy

1 79 146 225
2 237 438 675
3 342 633 975

1st Quarter 658 1,217 1,875 52%
4 368 682 1,050
5 373 692 1,065
6 387 718 1,105

2nd Quarter 1,128 2,092 3,220 86%
7 389 721 1,110
8 389 721 1,110
g 389 721 1,110

3rd Quarter 1,167 2,163 3,330 91%
10 389 721 1,110
11 389 721 1,110
12 389 721 1,110

4th Quarter 1,167 2,163 3,330 91%

Total Patient Days 4,120 7,635 11,755 80%

SCHEDULE OF ALLOWABLE EXPENSES TO DETERMINE PER DIEM RATE:

Expense Category:

Nursing Services $177,000
Developmental Services * 85,000
Administrative & Support Services 111,600
Benefits 56,040
Overhead 89,520
Depreciation {Building} 40,000

Total Allowable Expenses  $555,160

CALCULATION FOR INTERIM RATE REQUEST:

Allowable Expenses $555,160

Divide by Total Patient Days 11,755
Per Diem Cost $ 47.23
Incentive Increment 1.49
Interim Rate $ 48.72

* Expenses for teachers and aides may be unallowable although the proprietary IMR in Helena is being reimbursed
far such costs throuah per diem rharace 1 aoinallawahio Titla | € mcde mmacy b oo b st ey
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EASTMONT HUMAN SERVICES CENTER
An Intermediate Care Facility for the Mentally Retarded (IMR)

State Operated

Option 2

Management Provision

An alternative management style for an IMR at the Eastmont Human Services
Center involves operating the facility under the auspices of the Department of Institutions.
Specifically, enabling legistation would be required designating the Eastmont Training Center
“and the Eastmont Human Services Center as a single institution with two distinct service
components, a training center and the intermediate care component.

Essentially, a regional center for DD services would emerge managed by a single entity.
This management arrangement may well facilitate the delivery of fully integrated services
in the catchment area, including screening, diagnosis, developmental and medical treatment.
Jerry R. Hoover, the Superintendent of the Eastmont Training Center, believes that the
establishment of the regional delivery system has distinct advantages over further decentral-
ization of services along county or community lines. He asserts in a special report that
municipal governments are not skilled in coordinating service delivery to the retarded. He
indicates that a number of states have superimposed regiona! structures to manage county
systems for fiscai and program accountability. In addition, most states which have recently
decentralized their DD services have opted for a regional system. {(Alaska, Nevada, New Mexico).
Mr. Hoover also contends that ideally the scope of the services offered in Glendive should be
directed at the child and adolescent DD population in eastern Montana. With this limited
form of specialization, integrated services could be delivered in a more efficient manner than
would be the case if services were not focused on a specific age group.

Financial Considerations

Pro forma financial statements accompanied by other operational data schedules
have been developed for this particular option and can be compared to similar statements
for the non-profit option. The statement of incremental operating expenses will reveal
significantly higher expenditures for personnel under state ownership and operation. As
has been mentioned befare, this is due to the salary disparity between state employees
and salaries paid employees in the private sector. Even though a number of services could
be shared, total operating expenses for an IMR under state ownership are greater than
expenses incurred if the facility is managed as a non-profit entity.

in determining the per diem rate for reimbursement purposes, the expenses of providing
special education were excluded. This is required since public law prohibits public institutions
from charging parents for special education services provide ] to their children. It is anticipated,
however, that the costs of providing special education services will be largely offset by ESEA
Title | grants for self help skill acquisition.



An income projection is most difficuit under this aliernative since 3 specific popu 3tion
has not been identified for the facility. In addition, if the facility is operated as a state
institution, the reimbursement statutes will apply to all patients domiciled there. As
a result, ability to pay limitations wiil undoubtably result in less than 100% cost reimburse-
ment for operation of the facility. This fact has a significant impact cn estimating payment
from private payors. In fact, it is virtually impossible to predict what revenues from that
source might be. As a result, the income projection shows income from only three sources,
Medicaid, grants and fee for service income. The general fund obligation shown in the
accompanying statements indicates a maximum general fund obligation of $165,921. This
general fund payment could be reduced by the amount of funds received from private parties.
None;theless, it is doubtful that the facility would ever generate income in an amount sufficient
to offset the total operating cost. Generally speaking, as the percentage of Medicaid eligible
patients increases, the general fund obligation will decrease. Nonetheless, from a strictly
financial point of view, it appears that a non-profit operation is more cost efficient than
operating an IMR as a state institution.



EASTMONT HUMAN SERVICES CENTER

Intermediaie Care Facility for the Mentaily Retarded
State Operated
Annual Incremental Operating Expanses

PERSONNEL EXPENSE: Option 2

Nursing Services:

1.0 - Nurse, Professional i $1%,206
2.0 - Nurse, Professional |1 27,894
2.0 - Licensed Practical Nurse 1| 21,550
2.0 - Licensed Practical Nurse | 19,792
8.0 - Habilitation Aide il 72,768
8.0 - Habilitation Aide | 56,992 $224,202

Developmental Servicas:

1.0 - Social Worker | $11,731
1.0 - Occupational Therapist | 13,947
¢ 1.0 - Speech Pathologist | 15,206
+ 0.7 - Physical Therapist | 10,645
3.0 - Teacher, Ungraded Room 111 41,841
3.0 - Teacher Aide ! 27,288 120,658

Adnministrative & Support Services:

-

0.5 - Secretary 1} $ 4,548

0.5 - Medical Records Technician | 4 548

1.6 - Cook Ii 14,584

3.2 - Food Service Worker {1 24,660

1.0 - Maintenance Worker | 9,086
3.2 - Custodial Worker 11 24,660 82,066
Benefits 76,847
TOTAL PERSONNEL EXPENSE $503,773

OVERHEAD EXPEN$E:
Contracted Services:
{

Physician $5,000
Psychology 2,000

Pharmacy 3,000
Dietitian 2,000 §12,000
Medical Supplies 3,500
Equipment 2,500
Food ($2.00 PPD) 25,920
Utilities 15,000
: Laundry {2 ib. PPD x $.30) 7,800
. Housekeeping Supplies 1,800
! Telephone 1,000
Insurance 2,000
Travel 1,000
Professional Memberships 300
> TOTAL OVERHEAD $ 73,020
Add: Depreciation Expense 40,000

TOTAL OPERATING EXPENSE $616,793



EASTMONT HUMAN SERVICES CENTER

Intermediate Care Facility for the Mentally Retarded

State Operated
Option 2

INCOME PROJECTION

Medicaid {ncome

7,635 patient days x $43.99 = $335,864
ESEA Title | Grant
Self-Help Skill Acquisition 40,000
Fee-for-Service income 35,008
Private Payors Unknown
$410,872

GENERAL FUND OBLIGATION

Total Operating Expenses $616,793

Less: Depreciation 40,000
$576,793
Less: Projected lncome 410,872

Maximum General Fund Obligation  $165,821

Net Cost Per Patient $ 5,185



EASTMONT HUMAN SERVICES CENTER
Intermediate Care Facility for the Mentally Retarded
State Operated
QOption 2

Schedule of Allowable Expenses to Determine Per Diem Rate

EXPENSE CATEGCRY:

Nursing Services , $224,202
Developmental Services® 11,731
Administration & Support Services 93,378
Benefits 59,276
Qverhead 71,020
Depreciation {Building) 40,000

$499,607

CALCULATION FOR INTERIM RATE REQUEST:

Allowable Expenses $4693,607
Divide by Total Patient Days 11,755
Per Diem Cost $ 4250

Incentive Increment 1.49

Interim Rate $ 43.99

SOURCE OF FEE-FOR-SERVICE INCOME:

Physical Therapy $ 10,645
Occupational Therapy 13,947
Speech Therapy 15,206
Benefits 7,164
Psychology Services 2,000

Sub-Total 48,962

Add: 10% Margin 4,896

$ 53,858

.

* Excluded fee-for-service items {0.7., A.T., S.T.) and special education personnel expenses.
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GALEN STATE HCSPITAL (GSH)

Galen State Hospital has wards licensad for either hospital or long term care. OF
a total 220 bed contingent, 113 beds are certified for hospital care while 107 are certified
for intermediate care. Utilization of the ‘acility has been chronically low, avaraging slightly
over 40% occupancy at present. Minor alterations will be needed to maintain ICF certification.
Some physical features on the ICF wards do not meet the needs of the handicapped; however,
alternative plans to upgrade utilization of GSH wili incorporate plans to correct the deficiencies.
The primary functions of GSH are {1} the treatment and diagnosis of tuberculosis and silicosis,
and (2) detoxification, diagnosis and treatment of alcoholism. A portion of the law defining
the function of GSH indicates that if space and funds are available, the facility may treat
patients who are residents of other institutions (80-1701{2;{d).

Since some flexibility exists, the Department of Institutions will prepare two alternate
plans to increase utilization of Galen Statz Hospital. The two alternatives are (1) a 60 bed
“state home"’ for providing nursing services to veterans and (2) a geriatric component to
provide care and treatment o patients éurrnntly located at Warm Springs State Hospital.

The last alternative will encompass two options each involving differing population segments.

Veterans Nursing Home Component

VA regulations governing the recognition of state homes allow for buildings in an
existing state facility to be approved as a state home. As a result, one alternative to increase
utitization of Galen State Hospital is the addition of a veterans nursiing home component.

There are currently over 100,000 living veterans in Montana. A commonly used formula
calls for two and one half nursing beds per 1,000 veterans or at least 250 beds for the entire
state. According to the Montana Board of Veterans Affairs, half of the living veterans in
Montana served in World Wars | and 1. Thus the age distribution expected would indicate
a significant increase in the need for additionai nursing home beds. Currently, there are
40 beds at the state home in Columbia Falls, 26 beds at the Miles City VA Center, 32
beds are under contract from private and/or non-profit nursing homes. Waiting lists for
admission are significant at Columbia Falls anc Miles City.

This plan involves designating one entire floor of the Terrill, Crockett and Annex
Complex as a veterans nursing home. 1t is our recommendation that the first floor of
the hospital be designated since it is most suitable for this tevel of care. Maximum capacity
of the first floor wouid be 60 beds.

Renovation Requirement

Mincr renovation is necessary to utilize the Galen facility. We do not know the exact
extent of the work since a final inspection by a VA survey team will determine the spacific
renovation requirements. According to Mr. Hal Grayber, an official of the VA Extended



Treatment Division in Washington, D.C., inspections are generally not conducted urti.

the state has enacted legislation indicating a serious intent to utilize a state facility

as a state home for veterans. Nonetheiess, Mr. Grayber has forwarded VA standards

for construction of nursing homes. There standards have been reviewed by Ralph DeCunzo,
an architect with the Division of Architecture and Engineering. An estimate of renovation
costs was determined based on these standards. ltems considered in the estimate were:

Toilet and bathing facilities for the handicapped.
Paositive latches for patient room doors.

New grounding outlets for patient rooms.

Provide multipurpose/dining room space.

Ramp off existing patio.

Double doors to close off wings.

Combine nurse’s call systems to one central location.
Provide isolation rooms.

Provide clean and soiled laundry rooms.

Minor remodeling for general improvements and safety.

SO®NOOAWN S

—

The price tag for this work comes to approximately $100,000.

If VA recognizes the facility as a state home, they are authorized to participate in up
to 65% of the cost of alternations. Expenses for architect fees, supervision, inspection and
initial equipment may be included for cost sharing. Total outlay for the state would approxi-
mate $35,000 for building alterations under these conditions.

Management Provisions

The veterans component would, of course, be managed by the current administration
of Galen State Hospital. As a result, many ancillary services can be shared, thereby reducing
the total operating expenses for the veterans component.

Enabling legislation is vital to effecting this plan. The first floor of the hospital
complex must be designated exclusively for veterans’ use. Admission requirements
could be synonyrmous with those operative for the state home in Columbia Falls.

Following the enactment of the enabling legislation, an application for VA recognition
would be filed with the Medical Director of the Veterans Administration and an inspection
of the facility would be made by VA to determine its suitability. Based upon the inspection,
a recommendation to accept or reject the facility would be made to the Administrator of the
Veterans Administration,

Financial Discussion

Total personnel expenditures, staffing levels, capital equipment needs, incremental
operating expenses,and income projections are depicted in the financial statements that
follow this section. The statement of annual operating expenses indicates a very high



percentage of personnel expenses to total operating expenses. This stems from the fact
that many support services are shared, such as administration, food service, housekeeping,
laundry and medical care. The statement of operating expenses also indicates the
additional personnel that must be hired to operate the veterans component. These
employees would be paid in accordance with the Montana Pay and Classification Plan.

As employees of Galen State Hospital, they would naturally be required to join the various
unions applicabie to their employee category. The need for additional employees at Galen
could be a significant factor in offsetting the displacement of Warm Springs State Hospital
employees caused by the implementation of other alternatives such as the movement of the
Geriatrics Unit to the Eastmont Human Services Center.

As in the previous income projection, the revenue calculations are greatly simplified
since virtually no Medicaid reimbursement can be expected for veterans care. In most
cases, their pensions or disability income exceed Medicaid income limitations.

Income is generated from two primary sources. Veterans receiving care in the nursing
home are assessed a monthly charge based upon their ability to pay determined in accordance
with reimbursement statutes governing state institutions. Since there is no way to identify
veterans who will be admitted, the average ability to pay is based upon our experience at
the state home in Columbia Falls. In addition to that income source, the VA contributes
up to one half of the cost of care not to exceed $10.50 per day.

As will be shown in the financial statements at the end of this section, income from
the two primary sources does not cover anticipated expenses. Although expenses have been
reduced by sharing services, the general fund obligation will slightly exceed $100,000 during
the first year of operation. It is probable that comparable general fund obiigations will be
incurred in subsequent years. Under no circumstances can total income exceed the cost
of care if status as a veterans nursing home is to be maintained. In terms of annual cost per
patient, the expense to the general fund is relatively low compared to most other institutions
(e.g. cost per patient exceeds $22,000 per annum at Warm Springs State Hospital).

Summary

There seem to be few problems inherent in this proposal. The only significant disadvantage
of effecting this plan seems to be that it does not allow cost avoidance measures to be under-
taken at Warm Springs State Hospital. It would not have the effect of reducing the population
of inappropriately placed patients at Warm Springs. On the positive side, it does contribute
1o the unmet need for nufsing home services for veterans in Montana.



GALEN STATE HOSPITAL

Veterans Nursing Home Component
(60 Bed)
Incremental Operating Expensas

PERSONNEL EXPENSE:

Nursing Services:

3.0 - Registered Nurse il $ 41,841

2.4 - Licensed Practical Nurse [{l 28,155

0.8 - Licensed Practical Nurse 1! 8,620
16.0 - Nurse Aide | 133,984

1.6 - Ward Clerk 13,389

1.0 - Inhalation Therapy Aide, LPN | 9,898 $235,895

Treatment Services:

1.0 - Physician $ 38,000
.7 - Physical Therapist 1] 10,645 48,645

Administrative & Support Services:

1.6 - Food Service Warker 111 $ 13,399

3.2 - Food Service Worker 1| 24,650

1.0 - Dietitian { 12,793

2.0 - Custodial Worker 1} 15,412

1.0 - Pharmacist | 15,206 81,470
Benefits 63,291

TOTAL PERSONNEL EXPENSE £429,301

OVERHEAD EXPENSE:

Contracted Services $ 2,000
Madical Supplies 4,800
Housekeeping Supplies 1.600
Drugs . 10,000
Food {$2.00 PPD) 35,640
Transportation Expenses 500
TOTAL OVERHEAD $ 53,840
. TOTAL OPERATING EXPENSE

$483,141



GALEN STATE HOSPITAL

Veterans Nursing Home Componeant

ANNUAL INCOME PROJECTION

Private Ability 1o Pay " $334.17
Number of Patient Months x b84 $195,156

VA Contribution

Per Diem 3$10.50
Total Patient Days x 17,520 $183,960
TOTAL INCOME $372,116

* Ability to pay based upon average payment from patients in Veterans’ Home at Columbia Falis.

CALCULATION OF GENERAL FUND OBLIGATION

Total Operating Expenses $483,141
Less: Total Inccme $379,116
General Fund QObligation $104,025

Net Annual Cost Per Patiant $ 2,168

CAPITAL EQUIPMENT REGUIRED

Walkers 7 @ %40 S 280
Wheelchairs 4 @ 8250 1,000
Geriatric Chairs 6 @ 3300 - 1,800
Patient Lift 2 @ 3500 1,000
Perambulators 2 @ $300 800
Food Carts 3@ $535 1,605

TOTAL EQUIPMENT $6,285



Month

1st Quarter

2nd Quarter

3rd Quarter

10

1"

12

4th Quartsr

ANNUAL TOTAL

GALEN STATE HCSPITAL

Veterans Nursing Home Component

Cccupancy Projection

Total Patient Days

300

2,360

1,600

1,620

1,650

4,870

1,700

1,710

1,720

5,130

1,740

1,740

1,740

5,220

17,520

Total Patient

Months Billed

12

26

78

53

54

162

56

57

170

58

58

174

584

Occupancy

43%

90%

94%

7%

80%



GALEN STATE HOSPITAL
Transfer - WSSH Extended Treatment Unit

Option |

in late October, 44 geriatric residents were identified on the Extended Treatment
Unit {(ETU) at Warm Springs. The Unit Superviscr, James Deming, indicated that many,
if not most, of the group could manage a rest home or group home experience. Community
placement for selected individuals was attempted but not completed due to level of care
timitations imposed by the Professional Standards Review Organization {PSRO}).

Currently 37 of the 44 patients initially identified remain at Warm Springs State
Hospital. Since many are authorized for only personal care levels and appear to be capable
of adapting to an alternative setting, a transfer of the group to Galen is worthy of consideration.
Such a transfer would greatly relieve overcrowded, congested conditions in the Bolton Building.

Renovation Required

Although Galen State Hospital is licensed and certified, minor renovation is required
to enable the hospital staff to utilize contiguous wards for this patient group. [t is recommended
that the first floor of the Terrili, Crockett and Annex complex be utilized for the ETU component.
Capacity following renovation would be 60 beds, all certified for intermediate care (ICF). Two
wards in the selected area are currently certified for hospital care. Ironically, the licensing and
certification bureau of DHES has indicated that these wards will not meet ICF requirements
without glterations. The alterations needed are minor and chances are high that renovaiion
would soon be required even to maintain the existing certification. An analysis of renovation
needs was made by Raiph DeCunzo, architect with the Division of Architecture and Engineering.
A summary of his assessment is shocwn below.

Items for Alteration

Toilet and bathing facilities for the handicepped.

Positive latches for patient room dcors.

New grounding outlets for patient rooms.

Provide multipurpose/dining room space.

Ramp existing patio. .
Double doors to close of f wings.

Combine nurses’ call system into one central location.

Provide isolation room.

Provide clean and soiled laundry rooms.

O WS o hswN-=
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Minor remodeling for general improvement and safety.

The estimated cost for completing the listed items is $85,000. This would virtually insure
that the first floor would meet ICF standards.
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The Medicaid Enigma

Eligibility for Title X1 X Medicaid benefits is primarily determined by income levais.
Where Medicare is an insurance program, Medicaid is a welfare prcgram. In addition to
income eligibility, a number of other criteria are crucial in determining whether or not
Medicaid payments are made on behalf of a patient being treated in an institution. The
significant criteria are:

1. !'ncome Eligibility,
2. Nature of the Institution - if the institution is one for mental diseases,
Medicaid will not participate for patients between ages 22 and 64.
3. Certification of the Facility - if the facility is not certified for a suitable
level of care, Medicaid will not pay even if the patient is otherwise
eligible. '
4, Authorized Level of Care - PSRO is now charged with the responsibility
of assessing appropriate levels of care for patients in an institutional setting.
In the case of Galen and Warm Springs State Hospital, Medicaid reimburse-
ment is paid only for ICF, SNF and Hospital levels of care. Personal care
does not gualify for Medicaid participation.

Using the criteria defined above, the patients identified in the ETU can be assessed
for federal financial participation through Medicaid. First, based on the income criterion,
the eligibility technician has determined that 18 of the 37 patients identified are eligible.
However, when the nature of the institution is considered, only 8 of those 18 are 65 years
or age or more, thus, due to the age restriction in mental institutions, 10 patients are no
longer eligible. Thirdly, the ETU is an uncertified facility. As a result, Medicaid payments
will not be authorized for any patient in that unit even though they may be eligible from
an income and age standpeoint. We now have the prospect of receiving no federal financial

participation for patients in the Extended Treatment Unit since the patients are not domiciled
in certified buildings.

However, assume that the facility at Warm Springs State Hospital was certified for ICF
level of care. In such a case, 8 of the original 18 patients weould remain eligible for Medicaid.
We must then assess these 8 patients based upon the final criterion - authorized level of
care. The PSRO representative evaluated the patients over 64 years of age and found that
only three have medical problems that warrent an ICF level of care. The other five are author-
ized personal care for which no Medicaid payments can be made. To summarize, only three
patients are ultimately able to receive financial participation from Title X1 X sources.

If the ETU component is transferred to Galen State Hospital, the criteria must be
utilized once again to assess eligibility. First, we know there are 18 eligibles based upon
income. Since Galen is not an institution for mental diseases, there is no age restriction
aftfecting federal financial participation. In addition, the Galen complex will be certified
for ICF care. So after assessing the same patient group against the first three criteria, we
still have eighteen patients eligible for Medicaid benefits. However, the last factor must be
considered. The PSRO representative has found that of the 18 eligible patients only 10 are



guthorized an ICF level of care. The other 8 patiants are authorized perscnal care and ars
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and the conclusions drawn.

ELIGIBILITY ASSESSMENT OF 37 ETU PATIENTS FOR MEDICAID ELIGIBILITY

Numbar Eligible at Number Eligible in WSSH Number Eligible if Transferred
Criteria WSSH in ETU in Certified Unit to Galen Stats Hospital
Income Eligibility 18 18 18
Nature of Institution (Age) 8 8 18
Certification of Facility 0 8 18
Authorized Level of Care !\_l/__A 3 10

TOTAL ELIGIBLE 0 3 10

It is obvious that from a reimbursement viewpoint, the outlook for federa!l financial
participa{ion is much improved if the patients are at Galen State Hospital. The exhibit
entitled “Patient ldentification and Eligibility Data” reflects the basic information and
assumptions about eligibility determination. The reader is cautioned that eligibility status
can change due to new episodes of illness or recovery from a previous iliness or injury.
Changes in financial status can also occur that affect eligibility. Conditions cannot be
assumed to remain static. Naturally, as patient age increases, the level of care needed also
tends to escalate.

Financial Discussion

Financial data is presented at the end of this section that demonstrates the cost
advantage of effecting this transfer. Staffing levels, personnel and overhead expenses
are identified. Total personnel expenses for the addition of a physician, pharmacist
and dietitian are shown on the statement of operating expenses. The expenses for these
three positions are necessary to implement this or other alternatives. However, the
services of these people will benefit all patients in the hospital. It is also planned that -
the dietitian will provide consultation to the Veterans’ Home and the Center for the
Aged.

The income comparison clearly shows that there is a significant increase in Medicaid
revenue based upon the transfer of these patients to Galen State Hospital. The cost advantage
of transfer stems from the tower cost of care at Galen State Hospital, inapplicability of the
age restrictions on reirmbursement at Galen State Hospital and the fact that patients transferred
will be in a certified unit.



Problem Areas

fn order to realize a true cost reduction by transfer of the ETU component, staff
levels at WSSH must be reduced coincidentally with the increase in staff leveis at GSH,
Some employees may wish to transfer to Galen which is desirable in terms of offsetting
new hire and training costs. Should employees at WSSH not opt for transfer, some may
be absorbed into other treatment units at Warm Springs as attrition occurs. [f the rate
of attrition is not timely, a layoff may be required to prevent excessive personnel expenses.

Union officials at Warm Springs State Hospital can be expected to strenuously object
to a patient transfer to Galen since the size of their membership would decrease. WSSH
employees can be expected to object due to the fact that the seniority they have accrued
at WSSH as it relates to position and promotion rights would be lost. This is due to the fact
that they would be required to join different bargaining units at Galen State Hospital.

Naturally, a transfer would not affect their seniority rights as employees of the State of
Montana.



GALEN STATE HOSPITAL
Transfer - WSSH Extended Treatment Unit

Annual Incremental Operating Expanse

Ontion |
PERSONNEL EXPENSE:
Nursing Services:
2.0 - Registered Nurse 1! 327,894
1.0 - Licensed Practical Nurse 111 11,732
2.0 - Licensed Practical Nurse |1 21,550
7.0 - Nurse Aide I} 63,672
7.0 - Nurse Aide | 58,618
1.6 - Ward Clerk 13,399 $196,865
Treatment Services:
1.0 - Physician $38,000
1.0 - Recreation Therapist 1} 15,206
0.5 - Music Therapist | 6,974
1.0 - Occupational Therapist | 13,947
1.0 - Rehabilitation Aide | 9,096 $ 83,223

Administrative & Support Services:

1.0 - Pharmacist | $15,206

1.0 - Dietitian | 12,793

3.2 - Food Service Worker |1 24,660

2.0 - Custodial Worker 1! 15,412

1.0 - Cosmetologist | 8,096 $ 77,167
Benefits $ 64,306

TOTAL PERSONNEL EXPENSE $421 561

OVERHEAD EXPENSE:

Contracted Services:

Psychology $3,000
Physical Therapy 5,000 $ 8.000
Medical Supplies 3,000
Housekeeping Supplies 1,200
Drugs 8,000
Food ($2.00 PPD) 27,740
TOTAL OVERHEAD $ 47,840

TOTAL OPERATING EXPEMSE $469,501



GALEN STATE HOSPITAL

Transfer - WSSH Extended Treatment Unit

Option |

Annual Income Comparison

Remain at Remain at WSSH * Transfer to
WSSH - ETU in Certified Unit Galen State Hospital

Per Diem Rate $ 61.07 $ 61.07 $ 35.34

Annualized $824,751 $824,751 3477,267
Income

Medicaid 0- 3 65,162 $124,462
Private Resources 55,993_ _*5_5—,2531'3— _5_?_9(53_
Total Income $ 55,993 $121,155 $180,435

Less: State Medicaid Match  -0- $ 25,414 $ 48,540
Net lncome $ 55,993 $§ 95,741 $133,254

Cost Recovery % 6.8% 11.6% 27.9%

*

No certified unit is currently available.

Renovation cost to provide one could reach $1 million.



Patisnt Number

12039
18284
14268
20063
32820
29303
28829
25696
11844
15717
20605
32250
31846
13798
36163
37346
12476
15626
13938
14801
17118
37180
16717
13755
11459
31608
1664
8740
10984
30710
9838
18769
13051
24982
10448
15372
32264

GALEN STATE HOSPITAL

Transfer - WSSH Extended Treatment Unit
Option |

Patient ldentification & Eligibility Data

Monthly Ability to Pay Age Medicaid Eligibility Level of Care
0 63 X Personal
$278.45 68
0 67
0 63 X Personal
0 77
8] 60
221.10 63
228.50 76
202.29 68
£9.30 65 X ' intermediate
0 60 X Intermediate
27282 81
0 61
165.50 61
142.30 62 X Intermediate
131.70 62
74.30 60
C 68 X Personal
30.00 66
0] 61
92.30 66 X Intermediate
89.30 61 X Personal
173.70 64 X Intermediate
0 63 X Personal
60.80 63 X Intermediate
0 61
0 63 X Personal
86.80 72 X Intermediate
0 66 X Personal
170.70 64
42.00 72
0 65 X Intermediate
0 73 X Intermediate
175.40 63 X Intermediate
96.80 €5 X Personal
0 60

1,832.00 78



GALEN STATE HOSPITAL

Transfer - WSSH Geriatrics Unit

Option 2

Transfer of 40 patients from the Geriatrics Unit - 219 at WSSH has already been
discussed as a potential use for the Eastmont Human Services Center. Yet another alternative
is the transfer of those patients to Galen State Hospital. For the purposes of this analysis,
only 38 patients will be considered since two of the patients originally identified recently
expired.

Renovation Required

This patient movement also requires minor alterations of the GSH complex. The
" scope and cost of the renovation is identical with that shown for Option . Again, it
is recommended that the first floor of the Terrill, Crockett and Annex area be utilized.
It is especially desirable to have the geriatric population on the first floor since many
are handicapped. The location also provides superior emergency evacuation features
and during the summer months it facilitates accessibility to the cutdoor courtyard.

Although this alternative addresses the transfer of only 38 patients, renovated
capacity will accomodate 60 patients. Therefore, there is potential for transferring
additional geriatric patients as the need arises. It is assumed that additional geriatric
patients earmarked for transfer will have distinct needs for physical care. While we
realize there might be some minor psychosis, we also assume that patients transferred
would not be in need of intensive psychiatric care. If patients do require intensive psychiatric
care, it is our position that they should remain at Warm Springs State Hospital,

Medicaid Eligibility

Determining the extent of federal financial participation can once again be done
utilizing the four eligibility criteria developed in the narrative for Option 1.

ELIGIBLITY ASSESSMENT OF 38 GERIATRIC PATIENTS FOR MEDICAID BENEFITS

Criteria N\(;_’J‘Egj-(r LEju:gtbel”?E‘fat T?g%r;}%?;egnt%i%ig )
Income Eligibility ' 27 27
Nature of Institution 20 27
Certification of Facility 20 27
Authorized Level of Care 20 27

TOTAL ELIGIBLE 20 27 -



)/

Unit 219 at WSSH is the only fully licensed/certified building on the campus. As
a result, many more patients are eligible than was the case under Option 1. All patients
have been authorized to receive [CF level of care by the PSRO coordinatar. Ths differances
in eligibility of seven patients is due solely to the age restriction aperative at WSSH since
it is an institution for mental diseases. The exhibit entitled "‘Patient Identification and
Eligibility Data” reflects the basic information and assumptions about eligibility determination.
The reader is once again cautioned that eligibility status can change due 10 many interacting
factors. '

Financial Discussion

A statement of incremental operating expenses and an income comparison can be
found at the end of this report. Staffing levels, personnel and overhead expenses are
identified. Special attention should be given to the income comparison that is based upon
current per diem charges at Warm Springs and Galen State Hospitals. Ancillary expenses and
concomitant reimbursement will not change significantly due to a patient transfer, Therefore,
the income comparison is confined to eligibility and per diem variations.

Unlike Option |, this transfer does not result in additional Medicaid income accruing
to the state. In fact, effecting the transfer would result in nearly $51,000 less federal financial
participation. However, total cost of care and treatment at Galen State Hospitat is much
lower than at WSSH. The apparent difference in absolute Medicaid dollars reimbursed wild
be further offset by the fact that the movement of other patient groups into Unit 219 at
WSSH will undoubtedly produce additional Medicaid revenue since that unit is licensed and
certified for ICF and SNF levels of care.

In assessing the cost impact of this alternative, costrecoverytakes on added importance.
Transfer to GSH would result in nearly 55% of the annual per diem cost being recaptured,
whereas only about 40% is recaptured if the patients remain at Warm Springs.

Problem Areas

In order to realize a true cost reducticn by transfer of the Geriatrics Unit, staff
levels at WSSH must be reduced coincidentally with the increase of staff levels at GSH.
Even more financial benefits can be realized if the overstaffing in the non-clinical areas
at WSSH is addressed. The hospital’s administration has identified excessive personnel
in a number of those areas. Overstaffing varies from 13 to 20 employees depending upon
the census level at the hospital. If attrition does not occur in these areas, it is obvious
that excessive personnel expenditures will be made at WSSH.

Some employees at WSSH may wish to transfer to Galen. This is undoubtedly
desirable since it offsets the high cost of training new employees. Should employees at
WSSH not opt for a transfer, some may be absorbed into other treatment units at Warm
Springs as attrition occurs. If the rate of atirition is not timely, a layoff may be required
to prevent excessive personnel expenses.



Union officials at WSSH have severe objections to this type of a proposal since it
would require that employees of Warm Springs be assimilated into differing bargaining
units at Galen State Hospital. Former WSSH employees of the Geriatric Unit who opted
for transfer to Galen would lose much, if not all, of their seniority accrued at Warm Springs
as it relates to position and promgction rights. It should be emphasized that the foss of
rights mentioned in the preceding sentence refers to their union membership rights and
not to longevity rights as employess of the State of Montana. A transfer would not affect
their longevity rights as employees of the State.

Other arguments from union officials and employees at WSSH can also be anticipated.
Late in 1978, the Department recommended that the Geriatrics Unit be moved to Galen and
retain its administrative affiliation with Warm Springs. This proposal was made to utilize
our resources more efficiently. The President of the WSSH independent Union, Mike Beusoleil,
wrote a letter in which a number of reascns were cited for not effecting such a movement.
Mr. Beusoleil stated that a majority of therapies and diversional activities offered by staff
would no longer be available to geriatric patients if they were transferred to GSH. Among
the activities he included were physica!l therapy, passive exercises, reality therapy, music
therapy, church services, movies, availability of student nurses, availability of volunteer
workers, walks, dances, candy making, escort services and patient employment. He also
indicated that physical plant facilities at Warm Springs State Hospita! far exceeded those
at Galen, particularly because Unit 212 at Warm Springs is well suited for geriatric patients.

While we can agree that Unit 219 is an excellent building for geriatric patients, we also
feel that the renovation planned at Galen State Hospital will enable that facility to be quite
suitable for geriatric use. We feel that the fact that the first floor will be certified for inter-
mediate care by the state survey agency is a clear indication that the requirements for proper
care and treatment are being met, As concerns the therapies and diversional activities that
supposedly cannot be offered at Galen, we see no significant barriers preventing similar
activities from being provided at that facility.

If either option under this alternative becomes a reality, employees at Warm Springs
State Hospital who wish 10 be hired at Galen should have first priority for positions there.
They would be subject to the union seniority rules of the existing jurisdictional rules at
Galen State Hospital - namely ASFME and the RN Association. For those displaced
employees of Warm Springs who do not desire to relocate to Galen, every attempt will be
made to absorb them into existing units at Warm Springs. In essence, neither of the two
options need reduce aggregate employment in the Deer Lodge valley. Certainly jurisdictional
lines will be crossed and differing bargaining units will be affected but jobs will not be lost
as they might be if the geriatric or ETU components were moved to a facility such as the
Eastmont Human Services Center. If the Legislature feels that it is impractical to absorb
employees at WSSH who do not wish to transfer, a layoff seems to be the only alternative.
In such a case, procedures would undoubtedly impact the actual employess terminated.

Effecting the transfer of the Geriatric Unit would enable the Bolton Building to be
vacated. Patients in Bolton could be relocated to the Warren Building and Unit 219.
Costly renovation of Bolton or other inadequate buildings is avoided if the ample capacity



and services that exist at Galen State mospital are utilizeu. We perceive an ironica
dilemma in allowing the interests ot employecs to override the interests of nearly 90
oatients who are domiciled in the Bolton Building. In this case, we believe that the
needs of the patients take first priority.

The other problem that may be encountered if either option is adopted relates
directly to the patients transferred. Patients who are relocated often undergo significant

stress. That stress can be life threatening, particularly to elderly patients who have become
acclimated to a particular setting.

i



GALEN STATE AOSPITAL
Transfer - WSSH Geriatric Unit

Annual Incremental Operating Expznse

Option 2
PERSONNEL EXPENGSE:
Nursing Servicas:
1.0 - Nurse Practitioner $18,103
2.0 - Registered Nurse I 27,894
1.0 - Licensed Practical Nurse {{! 11,732
2.0 - Licensed Practical Nurse 1l 21,580
7.0 - Nurse Aide 1! 65,672
7.0 - Nurse Aide | 58,618
1.6 - Ward Clerk 13,399 $214,969
Treatmant Services:
1.0 - Physician $38,000
1.0 - Recreation Therapist 11 15,206
0.5 - Music Therapist | 6,974
1.0 - Rehabilitation Aide | 9,086 $ 69,276

Administrative & Support Services:

1.0 - Pharmacist | $15,206

1.0 - Dietitian | 12,793

3.2 - Food Service Worker 11 24,660

3.0 - Custodiat Worker {1 22,500
1.0 - Cosmetologist | 9096 $ 84,255
Benefits $ 66,330
TOTAL PERSONNEL EXPENSE $434,830

OVERHEAD EXPENSE:

Contracted Services:

Psychology $2,000
Physical Therapy 8,600 $10,000
Medical Supplies 3,500
Housekeeping Supplies 1,800
Drugs 10,000
Food {$2.00 PPD) 29,200
TOTAL OVERHEAD $ 54,500

TOTAL OPERATING EXPENSE $489,330



Transfer - WSSH Geriatric Unit

Option 2

INCOME COMPARISON

Remain at WSSH

Transfer to GSH

Per Diem Cost $58.57 $35.34
Annualized $812,366 $490,166
Income

Medicaid $418,307 $335,159

Private Resources 67,197 ' 67,197_
Total Income $485,504 $402,356
Less: State Medicaid Match 163,140 130,712
Net Income $322,364 $271.,644
Cost Recovery % 39.7% 55.4%

=



GALEN STATE HOSPITAL

Transfer - WSSH Geriatrics Unit

Option 2

Patient {dentification & Eligibility Data

Patient Numbsr Monthly Ability to Pay Age Medicaid Eligibility Level of Care
14654 $ 197.30 57 X *
18002 30.10 52 X
35969 126.80 74 X
21118 62.90 71 X
16950 171.10 71 X
35333 546.43 79
17036 96.80 48 X
36932 17.25 71 X

- 37187 398.26 78 X
24196 82.50 71 X
36920 -0- 68
12626 -0- 69 X
25509 102.50 81 X
36830 315.00 67
34186 317.80 76
16956 80.10 5