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More than one hundred years The Nathaniel Witherell (TNW) has served the Town of Greenwich
community, and many residents, predominantly our elderly citizens to receive skilled nursing care. The
facility sits on a twenty (20) plus acre campus that came to the Town from the gifts of two families with
the donative intent to provide a home for the aged for Greenwich.

From its early focus as a facility to provide respite care for tubercular patients to its present use as a skilled
nursing residence with a three-part focus, long-term care, dementia care, and rehabilitation services,
primarily orthopedic, TNW has been a specific service business operation within a municipality. The
business of TNW functions within the dynamics of a competitive business environment, and it is a business
operation very different from the usual services mandated and provided by a local municipality, a political
subdivision of the State of Connecticut. These differences are a constant and changing challenge, especially
to provide services for aged and elderly, that are in constant change and evolution. They include an aging
population, cost increases to deliver services, mandated U.S. Government requirements, and the need for
palliative care for end of life treatment that confront TNW on a daily basis. An added constraint imposed
on TNW is to be a TOG Department.

In March 2016, BET Chairman Michael Mason established the Nathaniel Witherell Strategic Planning
Committee to perform a broad and thorough review of TNW operations, including: (1) established
operations and strategic plan; (2) market competition; (3) opportunities for the Town to expand its services;
and (4) options for TNW’s future direction. The Committee was comprised of four BET members: Arthur
D. Norton, Chair; Elizabeth K. Krumeich; Jill K. Oberlander; and Nancy V. Weissler. The Committee has
engaged an extensive discovery process to understand TNW, its operation, its services, its commitment to
Greenwich, and the business in which it is engaged. We have met with TNW staff, management, directors,
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and Friends, the TOG Law Department, TOG Town Planner, TOG Commission on the Aging, competitors
of TNW, service providers and consultants to the Nursing Home industry and the City of Stamford Director
of Operations in meetings that began March, 2016. We believe that we have gained a non-professional
understanding of the current Skilled Nursing Home business and environment, and we have prepared this
report in that context.

The Committee unanimously approved the attached report at its December 19, 2017 meeting. The Report
makes no specific recommendations, as the ultimate decision for any TOG Department is for the RTM, the
Town’s legislative body, and it is not our function. The Committee is recommending, however, options for
services, financial management, and operational structure.

Key Findings:
The Committee emphasizes that TNW provides valuable services to Greenwich residents by providing
high quality long-term and rehabilitative skilled nursing care for individuals who qualify for Medicaid
and Medicare, as well as patients with commercial insurance and private pay.
The Committee’s key findings are:


Changing regulatory and market forces that have adversely impacted TNW’s revenues.



Town ownership impacts staff payroll (including benefits), fundraising and management.



TNW’s financial results have underperformed the 2012 Long Range Plan prepared by
outside consultant, Health Dimensions Group.

The key issue facing the Town is how much it is likely to cost the Town to provide these services in the
future and whether the Town is willing to fund them at that expected level. The Committee defines the
TOG funding required as TNW’s cash deficit from operations, including capital expenditures, but
excluding debt service, a Town of Greenwich general obligation. For fiscal 2017, the Town contributed
$1.3 million. The Committee expects this funding requirement to increase in future years due to
increasing pressure on Medicare, competition for private pay occupancy, and TNW’s labor and other
costs outpacing increases in reimbursement rates.

In early 2018, the Centers for Medicare and Medicaid Services downgraded its overall rating for The
Nathaniel Witherell (TNW) from five stars to four stars. TNW’s rating will be reviewed in the next 12
months as part of the annual inspection and review process.
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Recommendations and Options:
The Committee divided its recommendations into short and longer term.
Short-term recommendations:


Seek a release from the grantors’ descendants of the deed restrictions that limit the future
options that TOG can pursue for TNW.



Educate the TNW Board members about their fiduciary duties, and update the Committee
structure.



Hire an industry consultant to address staffing and operational issues.



Continue a BET special project committee to review TNW’s financial and operating results.

Longer-term strategic options:
Longer term, the Committee encourages the Town to consider the following ownership structures for
TNW with the aim to provide short-term and long-term care efficiently and effectively, and reduced
financial risk due to the dynamic market environment for these services:


Maintain current Town ownership and operation of TNW, subject to the short-term
recommendations above; or



Lease or sell TNW to a newly established 501(c)(3) nonprofit corporation that would
continue to operate a Skilled Nursing Facility; or



Lease or sell TNW to an existing 501(c)(3) nonprofit corporation that would continue to
operate a Skilled Nursing Facility; or



Lease or sell TNW to a for-profit manager to provide Skilled Nursing Facility services; or



Request a Certificate of Need from the Department of Social Services for a reduction in bed
count or the closure of TNW.

The Town will need to address the issue of sovereign government immunity with any ownership structure
changes.

Respectfully submitted,
Arthur Norton
Chair, BET Nathaniel Witherell Strategic Planning Committee
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EXECUTIVE SUMMARY
Introduction:

The Nathaniel Witherell (TNW) is a skilled nursing facility (SNF) located on 24 acres of
land in the Town of Greenwich (TOG or Town). TNW is owned and operated by the
TOG and has 202 beds. Forty-six beds are dedicated to short-term rehabilitative care;
156 beds are reserved for long-term care. TNW has served the community since 1903
following the gift of land by two grantors to provide care to the infirm. At present, TNW
is the only municipally owned SNF in Connecticut.

TNW has received the highest rating from the Centers for Medicare and Medicaid
Services (5 stars on a 1-to-5 scale). The rating is based on health inspections, nursing
staff hours and clinical outcomes. Twenty-two percent of all nursing homes nationally
have a 5-star rating. TNW’s operating and capital expenditures are funded by a
combination of a TOG subsidy and revenues from four payer sources (Medicaid,
Medicare, private pay and commercial insurance).

In 2012, the BET and RTM approved a $23 million capital project to renovate TNW,
known as Project Renew. Project Renew was intended to keep TNW competitive in the
market by increasing the number of single-bed rooms for rehabilitation patients and
constructing a new, state-of-the-art rehabilitation facility. Prior to the Town’s
consideration of Project Renew, the BET hired consultant Health Dimensions Group
(HDG) to prepare a long-range plan (LRP) to assess the financial feasibility of the project
and to develop a long-term financial forecast for TNW. Project Renew was funded by a
combination of 20-year general obligation municipal bonds issued by the TOG,
contributions raised by the Friends of Witherell (the Friends), and the receipt of historic
tax credits. Project Renew was substantially complete and TNW’s new short-term rehab
facility opened in fiscal 2016, approximately 90 days later than projected in the LRP.
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The Nathaniel Witherell Strategic Planning Committee:

The Nathaniel Witherell Strategic Planning Committee of the BET (Committee) was
established by BET Chairman Michael Mason and announced at a public meeting on
March 21, 2016. The Committee is comprised of four members: Arthur Norton, Chair;
Elizabeth Krumeich; Jill Oberlander; and Nancy Weissler. The Committee was charged
with performing a broad and thorough review of TNW’s business plan.1

The Committee held its first meeting on March 29, 2016 and has met 43 times in the
ensuing 20 months. Minutes of all meetings are available to the public on the TOG
website. The Committee has conducted an extensive and detailed discovery effort,
including visits to select short-term rehab and long-term facilities in the area. A list of
the visits and the individuals with whom the Committee met can be found in Appendix 1.
The Committee’s report is organized with this Executive Summary, followed by more
detailed sections describing: (A) TNW’s facility and the services provided; (B) the
property and Project Renew’s history; (C) land use considerations; (D) governance; (E)
market demand and payer sources; (F) the evolving regulatory framework for SNFs and
short-term rehab facilities; (G) TNW’s business model; (H) TNW’s financial review; and
(I) conclusions and recommendations.

Key Findings and Conclusions:

From its early focus as a facility to provide respite care for tubercular patients to its
present focus as a SNF to provide short-term rehab and long-term care, TNW has been a
specific supply service business operating within the TOG municipal structure.

1

The Committee was initially established as a special committee of the BET. At its first
meeting, the Committee agreed to expand the scope of its review to encompass TNW’s
established operations and strategic plan; current opportunities in the market;
opportunities for the Town going forward; and TNW’s future direction.
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The Committee emphasizes that TNW meets several valuable service needs. A key
public service that TNW offers is to provide quality long-term care services to lowincome individuals funded by Medicaid. In F17, Medicaid patients accounted for 56% of
TNW’s patient days. TNW projected that serving these Medicaid patients in F17 would
result in a cash flow deficit of $4.9 million, excluding debt service.

A second benefit is having quality rehab and skilled nursing care available in Greenwich,
close to family and community. Medicaid regulations prohibit TNW from discriminating
against non-residents for admission. TNW estimates that many residents and patients
have or have had a connection to Greenwich (i.e., a resident or related to a resident).
Notwithstanding these factors, TNW’s business faces a broad range of challenges arising
both from its structure and ownership and from multiple changes in the market for senior
health care services, including: increased competition for private pay patients; major
changes to Medicare reimbursement; uncertainty about Medicaid reimbursement; and
changing demand for short-term rehab and long-term care services.
The Committee’s key findings and conclusions are:

-- Changing Regulatory Framework and Market Forces Have Adversely Impacted
TNW’s Revenues: One key assumption for Project Renew was that an increase in cash
flow from private pay days for long-term care and Medicare days for short-term rehab
would largely offset the cash flow deficits incurred providing long-term care for
Medicaid patients. However, changes in market forces and in the regulatory framework
since Project Renew was approved in 2012 impacted TNW’s actual results, which fell
short of LRP projections for private pay and Medicare patient days.

TNW underperformed the LRP projections for number of private pay days. For F16 and
F17, TNW’s private pay census averaged 22% vs. the LRP projection of 26%. This
shortfall resulted from several factors, including competitive pressures from an increase
in more upscale facilities that offer, in many cases, private rooms and suites at a lower
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cost than TNW.2 The increasing desire of many residents to age in place (i.e. in their
homes) with supplemental support services also has impacted SNF demand. If TNW had
been able to increase its private pay census to 26%, this would have increased TNW’s
cash flow by about $1.3 million.
TNW’s Medicare census fell short of LRP projections. For F17, TNW’s Medicare
census was 17% (16.8% YTD F18) vs. the LRP projection of 19%. This shortfall reflects
shifts in patient treatment and the regulatory framework. An increasing number of
orthopedic patients are being discharged directly home after hospitalization and for those
who are being discharged to a SNF, average lengths of stay are shortening. Additionally,
Medicare has implemented some major changes to its reimbursement programs, and it
has proposed other changes that will limit reimbursement rates and lengths of stay. If
TNW had been able to increase its Medicare census to 19%, this would have increased
TNW’s cash flow by about $0.6 million.

The major changes in the landscape for short-term and long-term care services since the
LRP was prepared, such as the increase in the supply of service options and
modifications in reimbursement practices for rehab beds, make it very difficult to predict
future trends with confidence.

-- Town Ownership of TNW Impacts Staff Payroll (including benefits), Fundraising,
and Management: TNW is located on land deeded to the Town by two grantors in the
early 1900s. As a town operation, nearly all of TNW employees are unionized. The
hourly wages of TNW’s employees are at a premium ranging from 8% to 34%
(depending on job function) compared to those of other similarly rated SNFs in Fairfield
County. If TNW’s more generous benefit package is considered, the cost disparity
widens further (TNW benefits represent 42% of wages paid to full-time employees).
Since many reimbursement rates reflect the industry’s average cost structure, public
ownership and higher pay scales is added pressure on TNW’s operating margins.
2

18 of the 156 rooms designated for long-term care are private rooms, which can be
more desirable for private pay residents.

4

In addition, TNW’s municipal ownership complicates fundraising. Generally,
philanthropic foundations and local donors are less inclined to support a Town entity
compared to a not-for-profit. The Friends of Nathaniel Witherell, a 501(c)(3) not-for
profit, conducted a successful capital campaign to support Project Renew, raising $9
million. However, when asked, the Friends’ leadership strongly stated that their goal is
to supplement activities and quality of life for residents and not to support core
operations.
TNW’s status as a Town Department has impacted business practices and management
control. As a business entity, Town ownership creates less incentive to seek operating
efficiencies. For example, in F17, TNW’s overtime expense increased by 15% (after
adjusting for overtime related to one-time training). Also, in F17, 25 of TNW’s parttime employees qualified for employer health care coverage because they averaged more
than 29 hours per week (only seven opted for the coverage in F18). Members of the
TNW Board are dedicated volunteers. However, they do not act as fiduciaries or provide
critical strategic planning direction.
-- TNW’s Financial Results Have Underperformed the 2012 LRP Projections: For
the fiscal years 2013-2018, the TOG’s contribution of $15 million exceeds the $7 million
forecast in the LRP, reflecting the shortfall in private pay and Medicare days, higher than
projected labor costs, and a delay of a few months in opening the new rehab facility.
However, TNW’s fundraising, including the sale of the historic tax credits, totaled $9
million during this period, compared with the $7 million in the LRP.

For F17, if we compare actual results vs. the LRP, there is a negative variance in cash
flow from operations, excluding capital expenditures and debt service, of $1.5 million.
This negative variance is actually $700 K higher than this because the actual results
reflect the accounting change in F17 to charge TNW only for incremental TOG services
and for current pension expense vs. the LRP that reflected charging TNW for the full
allocation of costs.
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-- The key issue facing the Town is whether it is willing to continue to subsidize
TNW to provide the services of short-term and long-term care and how much this is
likely to cost in the future: The Committee defines the TOG subsidy for TNW as the
cash deficit from operations, including capital expenditures, but excluding debt service.
The debt issued to fund Project Renew is a general obligation of the Town which must be
satisfied without consideration for the future governance of TNW. Since F16, TNW’s
cash flow deficit, excluding debt service, decreased due, in part, to special considerations.
In F17 the TOG changed the accounting treatment for TNW in-kind services and pension
costs, and in F18 the deficit is expected to decrease because of lower health insurance
costs accruing from the Town’s shift to the lower-cost State Partnership Plan. For F17,
TNW’s actual cash flow subsidy from the TOG, including capital expenditures, but
excluding debt service, was $1.3 million. This was a positive variance of $300 K vs.
budget due to lower supply and health care costs. The Committee is forecasting that
TNW’s gross margin will decline between F16 and F18 and that this trend will continue.

The Committee has developed a simplified cash flow model to project the future
direction of TNW’s cash flows and to review the key drivers. The details and
assumptions underlying this model are summarized in Part H of this Report, the Financial
Review Section. The volatility in TNW’s business requires a model to be used to
examine the hypothetical future trends/direction of TNW’s cash flows. This model,
without substantial changes to the business, shows the TOG cash support of TNW to
increase from $1.3 million in F17 to $4.3 million in F21, due to the increasing pressure
on Medicare and private pay occupancy, assumed flat Medicaid rates, and TNW’s labor
and other costs outpacing increases in reimbursement rates.

Recommendations:

The Committee has separated its recommendations into actions that should be
implemented in the short term and options that the TOG should evaluate for the future
governance and ownership structure for TNW.

6

Short-term recommendations:

1) Release deed restrictions: Current deed restrictions limit the future options the
TOG can pursue for TNW. The Committee recommends that the TOG hire
outside counsel to initiate legal action to release residuary legatees’ restrictions on
the use of TNW property, including charter revisions if necessary.

2) Educate TNW Board about fiduciary responsibilities and update Committee
Structure: Town Attorney John Wayne Fox advised that TNW Board Members
are expected to exercise the same level of care, including fiduciary responsibility,
as not-for-profit board members. The Committee recommends that the TOG
develop materials and implement an education program for TNW Board Members
to address the applicable standard of care, fiduciary responsibilities, and service
expectations.

The Committee also recommends that the TOG update the TNW Board By-laws
to provide for the following standing committees: Executive; Finance/Audit;
Marketing/Development; Strategic Planning; Governance (which includes
Nominating); and Quality Assurance. The TNW Board Chair should work with
the Board of Selectmen to identify new Board members who can bring relevant
professional experience to inform more active managing and monitoring of
TNW’s operations, and who have or can develop a greater understanding of the
health care service market and changes in and challenges to reimbursement rates.
These suggestions will likely lead to an increase in the number of Board
Members.

3) Hire an industry consultant to address staffing and operational issues: TNW
has stated that it would benefit from consulting expertise to optimize the balance
between full-time, part-time and per diem staff. The consultant can be tasked
with developing a model that will allow TNW to monitor and track its financial
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and operating results by business line and payer class. In addition, given the
disparity between TNW’s wages and benefits and its SNF peers, the consultant
can advise on business options, such as outsourcing, and pay scale reductions
through labor negotiations to bring wages and benefits more in line with industry
averages, and reimbursement rates. The consultant can advise on whether TNW
is using best industry practices for obtaining maximum eligible reimbursements.
The Committee recommends that funding be included in the F19 budget for this
consulting expertise under the supervision of the BET.

4) Continue a BET special project committee to review TNW financial and
operating results: The Committee expects that the market environment and
regulatory framework for TNW will continue to change rapidly. The Committee
envisions that it will take time for the Town to make a final decision on future
governance of TNW. During this period, the Committee encourages the BET to
maintain a BET special project committee for TNW to provide continued
overview of TNW financial and operating results.

Longer-term strategic options:

The Committee encourages the Town to consider the following ownership structures for
TNW with the aim to provide short-term and long-term care with reduced financial risk
in light of the dynamic market environment for these services. With the exception of the
first option, maintaining the status quo, implementation of any of the other options would
most likely require a release of deed restrictions from the grantors’ descendants, an
understanding of the impact of sovereign immunity on a transfer of ownership, as well as
amendments to the Town Charter. In addition, the Connecticut Department of Social
Services (DSS) would have to approve any changes in governance.

1) Maintain current Town ownership and operation of TNW, subject to the
short-term recommendations highlighted above.
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2) Lease or sell TNW to a newly established 501(c)(3) nonprofit
corporation that would continue to operate it as a SNF: One option is to
establish a 501(c)(3) non-profit corporation to carry on the administration of
TNW. An independent board of directors would then be responsible for
running TNW. This is similar to the TOG transfer of the Bruce Museum from
the Parks & Recreation Department to a separate non-profit corporate entity,
operating pursuant to a management agreement with the Town. This option
is discussed in more detail in Section I. A second example of this approach is
the Town’s relationship with Greenwich Emergency Management Services
(GEMS).
3) Lease or sell TNW to an existing 501(c)(3) nonprofit corporation that
would continue to operate it as a SNF: The TOG could enter into a
negotiated lease, sale or operating agreement with an already established
non-profit with expertise in elder care, but potentially fewer established
connections with Greenwich. The non-profit operator would administer the
SNF.

4) Lease or sell TNW to a for-profit manager to provide SNF services: Subject
to obtaining approvals from the grantors’ descendants, the TOG could lease or
sell TNW to a third-party, for-profit operator. An example of this is the transfer
of the operation of Smith House, a SNF owned and operated by the City of
Stamford, to a private operator, Center Management. This option is discussed in
more detail in Section I.

5) Request a Certificate of Need from the Department of Social Services for a
reduction in bed count or the closure of TNW: The Town could request DSS
permission to close TNW or reduce the bed count. In recent years, DSS granted
Stamford the permission to close Smith House, which it didn’t exercise, and
granted Edgehill the permission to reduce the number of beds in its SNF.
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Next Steps:

Following acceptance of this Report by the BET, the Committee recommends the
following next steps:

1) Review the Report, including the Recommendations, with the Board of TNW;
2) Refer the Report to the Board of Selectman and the RTM for consideration;
3) Develop a timeline to implement near-term recommendations, including hiring
outside counsel, addressing TNW Board governance and implementing By-law
changes; and
4) Request a Sense of the Meeting from the RTM on the longer-term
recommendations.
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A.

TNW FACILTY AND SERVICES PROVIDED

TNW is a 3-story, 202 bed skilled nursing and short-term care / rehabilitation center
located on 24 acres on Parsonage Road. The land and the buildings were donated to the
Town of Greenwich by Mr. Robert M. Bruce and Mrs. Rebecca Witherell, in two
separate conveyances.3
TNW provides long-term residential care, including dementia care, short-term
rehabilitation services, and outpatient therapy services, including physical,
occupational and speech therapies.
TNW’s 202 available beds are organized as follows:
20164

Long-Term Beds

Private

Short-Term/Rehab Beds
46

Semi-private

0

138

Total

465

1566

Total

18

202

3

In 1903, Mr. Robert M. Bruce gifted to the Town of Greenwich land and three hospital
buildings appurtenant thereto for the development of a hospital and treatment of
infectious disease. Deed, dated October 14, 1903.
In 1912, Mrs. Rebecca Witherell conveyed to the Town of Greenwich the two-story
Pavilion building located on Mr. Bruce’s property, to be used for the care of persons with
tuberculosis, with preference given to the destitute. The deed specifies that the building
may be used for other purposes, under the care and direction of Greenwich Hospital and
other Town directed charities, in the event that there are not a sufficient number of
tuberculosis patients to reasonably occupy the building.
For a more detailed discussion on property history and land use restrictions, see Sections
B and C below.
4

Email from Allen Brown, December 1, 2016.
46 Short Term Beds: 1st Floor – 21 beds (all private); Garden – 25 beds (all private).
6
156 Long Term Beds: 4th Floor – 38 beds (6 private; 16 semi-private); 3rd Floor – 40
beds (4 private; 18 semi-private); 2nd Floor – 40 beds (4 private; 18 semi-private); 1st
Floor – 38 beds (4 private; 17 semi-private).
5
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TNW is licensed for and can use any of its 202 beds for dementia or memory care.7
TNW has designated all rooms on its 3rd floor (4 private rooms; 18 semi-private rooms), a
total of 40 beds, for residents with advanced dementia due to the particular needs of this
diagnosis.8 The staffing of the 3rd Floor rooms is the same as the staffing of other units,
with the addition of 1 Certified Nursing Assistant for the daytime shift.
TNW’s budgeted and actual census for fiscal 2017 (July 2016 through June 2017) by
payer class:9

Budget

Actual ST

Private Pay

15,329

Commercial Insurance

2,760

- Managed Medical

Variance

1,395

Actual LT
15,196

1,780

12

242

1,089

121

1,262

Medicaid

36,760

283

37,859

1,382

Medicare

13,201

9,924

1,681

(1,596)

Total Occupancy

68,050

14,471

54,869

1,290

Note: Private pay numbers include some Medicaid-pending days for residents who were
formerly private pay and have applied for approval for Medicaid.
TNW’s year to date budgeted and actual census for fiscal 2018 (July 2017 through
October 2017):10

Private Pay
Commercial Insurance

Budget

Actual ST

5,257
893

7

Variance

781

Actual LT
5,447

326

0

(24)

971

Email from Allen Brown, December 1, 2016.
Ibid.
9
TNW Statement of Operations, June 30, 2017; July 2017 Financial Report to TNW
Board by Director of Financial Operations.
10
TNW Statement of Operations, October 31, 2017.
8
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- Managed Medical

387

156

Medicaid

13,009

95

12,035

(879)

Medicare

3,993

3,308

518

(167)

Total Occupancy

23,152

4,897

18,156

(99)

Note: Private pay numbers include some Medicaid-pending days for residents who were
formerly private pay and have applied for approval for Medicaid.

A challenge in understanding the budgeted vs. actual census numbers is the variability of
a long-term resident’s average length of stay at TNW. Allen Brown, TNW Executive
Director, reported that the average length of long-term care stay is 540 days (18 months)
and that it takes between 8 and 12 months for a private pay resident to become eligible
for and convert to Medicaid. The conversion used to take closer to 24 months.11

In the Spring 2017, TNW issued a Request for Proposals for a joint-venture to provide
home health services to discharged patients. This RFP was re-bid in November 2017 to
address language changes in the proposed contract document. The vendor Daniel Care
was chosen to provide the service.

11

Committee Meeting Minutes, April 6, 2016.
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B. PROPERTY AND PROJECT RENEW HISTORY

TNW was established in the twentieth century as a hospital to take care of people in
Greenwich who were suffering from contagious diseases. In 1903, Robert M. Bruce
conveyed three hospital buildings on Parsonage Road to the Town of Greenwich to be
used “primarily for the purpose of providing for the care and treatment of persons
residents of or temporarily sojourning in the town of Greenwich who may be afflicted
with any contagious [sic] or infectious disease.” In a deed dated July 5, 1912, Rebecca
Witherell conveyed to the Town of Greenwich a two-story brick and slate roof building
known as The Nathaniel Witherell Memorial Pavilion that was erected on the Bruce
property. The deed from Rebecca Witherell reads in pertinent part that “The Grantee
[Town of Greenwich] shall use said building for the care of tuberculosis patients.****
those who are destitute **** shall have the preference.” Once there were no more
patients with tuberculosis, there were no more restrictions on the use of the Pavilion.
The Representative Town Meeting of the Town of Greenwich (“RTM”) amended a
Special Act of Home Rule in 1931 to establish the Nathaniel Witherell Board of Directors
(TNW Board or the Board) to have “full legal authority and responsibility for the
operation of the facility as delineated by applicable local State and Federal regulations
and standards.” (Section 2 of No. 480 of the Special Acts of 1931, as amended, (comp.,
chap 9, sec 10, p. 83)). The Board was authorized to accept gifts or grants of money or
property on behalf of TNW.

In 1955, the Town sought to modify the original restrictions to provide simply that the
property be used for non-profit hospital purposes. There were three descendants and only
two of the descendants signed releases of the restrictions, and included an express
provision that would run with the land that “said premises shall be used solely for nonprofit hospital purposes.” (Release of Margaret Bruce Crapo dated May 24, 1956;
Release of Walter Howe dated April 16, 1956) The Town sought in 1956 the removal of
the limitations on the types of patients for which the original grantors wanted the facility
to provide care.
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The Town Counsel (Town Attorney), Stewart H. Jones, Esq., in 1963 was asked by
Robert C. Barnum, Jr., Esq., Secretary of the Board of Health, whether the Nathaniel
Witherell could be jointly operated and controlled by the Town and the Greenwich
Hospital Association. At that time, the Town Counsel responded that he was not aware
of a legal prohibition against a “working arrangement for the joint operation and control
of the Nathaniel Witherell Hospital as between the Town and the Board to the Greenwich
Hospital Association”. If there were any impediments to this arrangement, then he felt the
situation may be cured either by Home Rule action or by special legislation. Attorney
Jones foresaw, however, formidable problems that such change in ownership, operation
or control would present. These included the handling of any trust funds that may have
been left for the operation or maintenance of a “public hospital” as distinguished from a
“private” hospital. In addition, there may be difficulties with Town employees who are
presently “beneficiaries of the Greenwich Pay Plan.” Also the Town Counsel noted that
such a plan would raise problems as to the proper division of legal responsibility such as
the liability for negligence. And finally, he raised a concern that if there was to be a
complete transfer of the facility to Greenwich Hospital, there might be a substantial issue
as to the legal propriety of transferring public property to private ownership unless there
was adequate consideration (i.e. benefit which must be bargained for under the law) for
the transfer. (Letter from Stewart H. Jones, Town Counsel, to Robert C. Barnum, Jr.,
Secretary, Board of Health dated August 5, 1963).

During the period 1972-1984 there were several amendments to the Special Act of 1931.
TNW served as a long-term nursing home, without changing the restrictions on the
facility. In 1972, the Town Code of Ordinances was amended to state that the Selectmen
would nominate nine (9) members of “The Nathaniel Witherell Board” under the Board
of Health and the RTM would appoint such Board members to administer the skilled
nursing facility. The Board would then elect from among its members, a chairman, vicechairman and secretary for a term of one (1) year each. The Chairman was given one (1)
vote and an additional vote in the event that there was a tie vote. The Board was charged
with enacting a set of By-laws or rules pertaining to its conduct of business. The Board
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members are appointed for three (3) year terms unless the appointment is to fill a vacancy
of an unexpired term.

In 1974, the Selectman requested that the RTM consider and act upon a home rule action
to govern the Board of the Nathaniel Witherell separately from the Board of Health and
to reduce the size of the Board to seven (7) members. In addition, the new provisions
stated that non-resident patients may be admitted to the nursing facility. Therefore, the
RTM would “vest full executive, administrative and medical direction of the Nathaniel
Witherell in a new board…”(Explanatory Comments for the RTM September 9, 1974,
meeting). The current Town Charter was amended to expand the Board to nine (9)
members.
The Board has the “full legal authority and responsibility for the operation of the facility
as delineated by applicable local, State and Federal regulations and standards.” The
Board has the power to appoint and remove a licensed Nursing Home Administrator and
a Medical Director. In addition, the Board is also responsible for the conduct of the
rental units, for the “admission of elderly persons thereto and for charges against such
persons.” (Sect 58. (d), Greenwich, CT Code of Ordinances). The Town is authorized to
care for patients at TNW and to charge such patients for their care and treatment. The
Board is authorized to accept gifts or grants of money or property in the name of the
Nathaniel Witherell that shall be in the care and custody of the Treasurer of the Town for
use of TNW in accordance with the terms of the gifts or grants thereof. Under Section 61
of the Code of Ordinances, appropriations for TNW shall be made in the same manner as
appropriations for other boards and departments of the Town. TNW Administration must
approve each bill presented to the Town relating to TNW before such bill may be paid.

The RTM also confirmed the appointment of a building committee by the Board of
Health in the event that the Board decided to enter into a construction project. The Board
would file its health specifications and requirements for a project at TNW. The building
committee would then supervise the construction project and file progress reports with
the town clerk on a periodic basis.
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In 1995, the Town was able to find descendants of the two original grantors, Robert
Bruce and Rebecca Witherell. At that time, the Town sought modifications to allow for a
skilled nursing facility. In their capacities as residuary legatees, Bruce Howe and Dr.
Calderon Howe each signed a separate Modification of Restrictions to release the
premises from previous conditions and restrictions and to agree that the premises “shall
be used solely for a Licensed Home for the Aged…” under the applicable laws
(Modification of Restrictions, Dr. Calderon Howe, dated 9 January 1995; Modification of
Restrictions, Bruce Howe, dated 8 March 1995). The Town was able to supersede the
restrictions within the deed through these modifications. While the restriction imposed by
Rebecca Witherell on using the facility for residents with tuberculosis was never removed
because there were no more tuberculosis patients, the Town was successful in recording
the Modification of Restrictions in 1995, and the facilities continued as a “Licensed
Home for the Aged” in accordance with the Connecticut Public Health statutes and
regulations of the State Licensing of Institutions governing health care institutions (2005
Connecticut Code, Section 19A-490).
As a skilled nursing facility, TNW continues to reflect the grantors’ intent that the
property be used for hospital purposes, as modified by some descendants in 1956 to allow
for non-profit hospital use. Because the 1995 modifications are silent on the “non-profit”
status, if the facility was now transferred to a profit-making enterprise, there remains a
question on whether the descendants would have the right to reject the transfer.

In 2003, the TNW Board proposed demolishing the hospital buildings and replacing them
with a new skilled nursing facility at an estimated cost of $45 million. On July 14, 2003,
the Moderator of the Representative Town Meeting (RTM) established the Special
Committee on The Nathaniel Witherell (RTM Committee) to conduct a due diligence
study of the TNW Board’s proposal. The RTM Committee issued its report dated August
31, 2004 concluding that the TNW Board’s proposal should be approved subject to
qualifications. The RTM Committee supported the construction project, but enumerated
certain stipulations such as that a major fund raising campaign should be commenced to
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raise $15 million. The RTM Committee stated that the construction of the building
should be funded by the Town’s issuing its own short-term bond anticipation notes. The
notes should be “refinanced (or repaid, as the case may be), partly by the Town issuing
general obligation bonds, repayable in level annual payments over 20 years and partly by
charitable contributions raised.” (Letter from Robert J. Richardson, Chairman, to Thomas
J. Byrne, Esq., Moderator dated August 31, 2004).

In its report, the RTM Committee explained that in order to protect the interests of TNW
residents and its employees, the Town and its taxpayers, it recommended that (1) the
Town should establish a not-for-profit structure which would not be burdened by the
municipal government (e.g., budget/appropriation, purchasing, hiring/collective
bargaining, accounting, and legal processes and procedures); (2) the Town should
commission a fund raising study to show levels of private donations achievable within
three years; and (3) the TNW Board should develop a business plan showing how the
new facility would be net cash flow positive after debt service and capital expenditures
through a combination of revenue enhancements, operating efficiencies, and private
donations. Citing unreported cash flow deficits and high operating costs, the RTM
Committee could not foresee cost-effective operations in the future. In September 2004,
the RTM, by a Sense of the Meeting Resolution (SOMR), approved new construction for
TNW. This approval was subject to several conditions proposed by the RTM Committee,
including the development of a TNW business plan and the illustration that TNW
operations be net cash flow positive after debt service and annual capital expenditures.
The SOMR also included the recommendation that, once construction was complete, the
operation of TNW be leased to a 501(c)(3) non-profit corporation.

The TNW Board of Directors issued a long-range operations plan in 2005 in which the
Board sought to establish the costs to restructure the facility. Pursuant to an IRS Ruling
in 2006, the Board established the Friends as a 501(c)(3) nonprofit corporation under the
Internal Revenue Code for tax-exempt purposes. The Friends raise funds for TNW. The
Friends indicated that their fund raising is for enrichment activities for residents and for
facility enhancements, not for funding operating deficits. The Board recommended
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establishing TNW as an enterprise fund (i.e. accounting that reflects a depreciation of
assets) and entering into operating agreements with Town departments. The
Governmental Accounting Standards Board (GASB) does not allow the establishment of
an enterprise fund. TNW funds were moved out of the general fund and placed in a
specific revolving fund. Under a revolving fund, the Town could lend money to TNW
and the facility can pay such funds back out of its revenues. The TNW Board sought to
recommend and document the development of new and upgraded building facilities.

Ensuring that the Connecticut Department of Social Services would support any
necessary changes to the previously approved Certificate of Need was another strategic
concern. The TNW Board also wanted to complete recommendations for the necessary
financing of any recommended building project. As a result, the Board developed a plan
to renovate the facility. This plan became known as Project Renew. The RTM formed a
special committee, this time to study Project Renew (the Special RTM Committee on
Project Renew). The Special RTM Committee on Project Renew issued a final report in
2007 (2007 Final Report) that concluded that renovations and new construction were
necessary for TNW to “compete successfully for long-term private pay and short-term
rehab patients whose revenue contributions offset the below-cost Medicaid payments
made for most long-term patients.” (Special RTM Committee on Project Renew Final
Report dated October 19, 2007, page 1). The 2007 Final Report raised concerns that
Project Renew’s capital costs were likely to exceed the estimated $40 million cost, and
that a decline in occupancy-related revenues during construction was likely, which could
result in a shortfall in operating cash flow until the renovated areas were occupied. As a
result, it was very unlikely that TNW would be able to meet its operating expense and
debt service requirements from operating revenue. The final report also stated:
“Nathaniel Witherell ranks with our schools, housing authority, libraries,
museum, and recreational facilities as valued quality of life amenities which
collectively distinguished our community. It also reflects our community’s longstanding sense of social responsibility toward our infirm elderly and their
families.” (p. 2, the Special Report).
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A Town building committee (the “Building Committee”) was appointed in 2007. The
Building Committee reviewed the options and settled on a renovation and a limited new
construction that was less costly than the original $45 million all new construction
project.
In March 2010 the BET engaged the Health Dimensions Group (“HDG”) to complete a
long-range financial plan review and provide an independent and objective appraisal of
the 30-year financial projections contained in the LRP. The goal of the HDG project was
to verify projected revenues and expenses based on HDG’s experience in the health care
consulting industry and experience in the management and ownership of skilled nursing
facilities. HDG recommended that the TNW Board reduce construction costs in Project
Renew; increase Medicare reimbursement through improved coding and documentation;
seek additional revenue by rentals in the Pavilion; and reduce consulting costs for
training staff on a new model of care. HDG noted that it was not engaged to prepare a
full feasibility study, including a full financial feasibility study. The BET requested that
HDG reassess its conclusions and in September 2011, HDG issued an up-dated plan
review. At this point, HDG recommended adjusting the long-range plan to properly
include interest expense and principal payments based on the revised debt schedule
provided by TNW staff in order to accurately estimate cash flow needs. In addition,
HDG saw various positive changes in its projections based on increased Medicare
revenue, increase in private pay revenue due to an increase in the annual inflation rate,
and a more favorable payer mix and favorable adjustment to the Medicaid fair rental
value (“FRV”) calculation. HDG also saw some negative change including increased
labor expenses due to revised models, unfavorable adjustment based on the final FY2011
financial data, and an unfavorable adjustment to insurance expense projections.

The RTM in 2011 approved $20 million for the renovation of TNW. In 2012, HDG
updated its long-range plan review. The final remaining $2.4 million of capital for
Project Renew was approved in 2012 by the RTM. The Town issued Bond Anticipation
Notes and 20-year debt to fund Project Renew. The Building Committee oversaw the
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reconstruction of part of the facilities to renovate a short-term rehabilitation wing to
complement the long-term skilled nursing facility.

As part of the financing plan for Project Renew, the Town received $4.5 million of tax
credits under the State Historic Tax Credit Statute for the Pavilion building. The tax
credits preserve the historic nature of the Pavilion, but may be an impediment should the
Town seek to modify the building. There is a limitation on the use of the Pavilion such
that units may be rented only to elderly Greenwich residents. (Town Charter, Section 57)
In addition, the Friends raised $4.3 million in private contributions.

Project Renew was completed in 2015. An additional six (6) rooms were renovated and
added to the rehabilitation wing in June 2016, for a total of 46 short-term rehabilitation
beds and 156 long-term care beds, including a memory loss unit. In addition, there is
now an attractive outdoor courtyard for patients to enjoy that was underwritten by a
number of garden clubs and the Women’s Club. TNW is now renovating the Tower
Building that includes common spaces in the long-term nursing facility (e.g., the
auditorium) and bathing facilities, as well as the nurses call and public address system.
These enhancements will improve the interior spaces for long-term residents and support
the marketing effort to attract new private pay residents. Bids for this project came in
higher than budget. The Board requested the RTM approve an additional $377,000 of
which the Friends raised $200,000 for this part of Project Renew. The RTM approved
this funding during its October 2017 meeting.
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C. LAND USE CONSIDERATIONS

Town Planning and Zoning Director Katie DeLuca addressed the use of TNW property to
expand on the continuum of care. Section 6-114 of the Town’s Building Zone
Regulations control how and where in Town a continuing care retirement community
(“CCRC”) can operate. The Nathaniel Witherell is in an RA-1 zone with 24.1 acres
(20.688 acres for TNW and the Pavilion; 3.502 acres for Parsonage Cottage). The total
gross floor area is 129,082 square feet (0.1432 Floor Area Ratio (FAR)) and the
maximum allowable based on the 20.668 acres and a .135 FAR is 131,658 square feet. In
order to increase the floor area on the property, one would have to obtain a variance by
proving a unique hardship to the Zoning Board of Appeals, propose a text amendment
that would allow additional floor area for a CCRC or propose to re-zone to a zone that
allowed more FAR.
The Town permits, however, the use of land for “hospital…nursing home, health care
facilities for the elderly.” (Town Ordinances, Planning and Zoning Section 6-114).
According to Director DeLuca, the term “assisted living facility” (“ALF”) is not defined
in the Town Regulations. ALFs are licensed by the State, but the State does not have to
approve the need for the facility. There are restrictions governing the opening up of an
ALF. Notice would need to be given to: the Western Connecticut Council of
Governments (i.e. expanded regional council); Connecticut Department of Energy and
Environmental Protection; local newspaper(s) as a legal public notice; and meeting of the
Town of Greenwich Planning and Zoning Commission at which the project would be on
the agenda.

Director DeLuca noted that the trend was moving toward residents remaining in their
homes or moving into ALFs. There are certain planned housing developments in Town
for the elderly such as Hill House, but such housing is not-for-profit in a R6 zoning area.
Director DeLuca noted the continuum of care within the Greenwich community from
living in a house, to housing in an assisted living, to a skilled nursing facility, such as
TNW, that derives some of its revenue from Medicare (covering 100 days a year) and
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then Medicaid. Home health care may be changing this dynamic, but there is still a place
for SNFs in this continuum of care. If TNW Board were to seek to add another
component to the TNW property, such as an assisted living facility, then the Town would
have to seek a release of all restrictions on such use of this property.
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D. GOVERNANCE

TNW is overseen by a Board of Directors and administered by the Nursing Home
Administrator. The Board appoints both the Nursing Home Administrator (licensed
under both a national board exam and a State exam) and the Medical Director (licensed
under state regulations). The Administrator and Medical Director report to the Chairman
of the Board.

Federal, State and local laws govern the administration of this skilled nursing facility and
short-term rehabilitation center. The responsibility and governance of TNW is vested in
TNW Board of Directors (Town Charter, Section 58(a)). Members of the Board are
nominated by the First Selectman and approved by the RTM.

The TNW Board is subject to the Town Charter, including the Town Code of Ordinances,
and TNW Board By-Laws that were amended in 2008.

The Town Charter and Code set out the organization of the Board and the process of
filling vacancies on the Board, as well as the formation of a building committee in the
event that the Board decides to construct new buildings (Town Charter, Sections 57-58).
The By-laws of the TNW Board establish the meetings that the Board will hold, the
election and duties of the officers and the Committee structure.
TNW’s budgetary shortfall allocation is approved by the BET and RTM as part of the
Town’s budget adoption process.
TNW is licensed by the Connecticut Department of Public Health (“DPH”) for senior
care services as a SNF. As part of its annual licensing review, this skilled nursing facility
is subject to unannounced DPH inspections of the site by 6-8 registered nurses who check
safety and cleanliness, as well as review a random sample of about 40 patient records.
The inspection team then issues a report that is posted by the Administration. The
Greenwich Department of Health also issues a certificate following its inspection of the
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kitchen. Staff complete training in various areas such as fire safety, blood borne
pathogens, sexual harassment and violence in the workplace and care of dementia
patients.
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E. MARKET DEMAND AND PAYER SOURCES

Competitive Market and Demand Sensitivities:

The evolving nature of elder care, in both market demand and reimbursement for
services, presents challenges to meeting revenue and operational projections. This
section discusses some of the more significant changes to the supply chain of elder care
services as well as innovations in payment models since the 2012 LRP.

1. Market Competition

Traditional skilled nursing facilities are experiencing substantial competition from
assisted living facilities (ALFs), continuing care retirement communities (CCRCs), and
greater availability of, and new funding programs for, homecare. These alternative care
models respond to the desire to age-in-place in one’s community versus receiving care in
a hospital or institutional setting.

To better understand these changes in the supply chain, members of the Committee made
site visits to five facilities in the area that are considered competitors to TNW: Waveny
in New Canaan, Connecticut; The Osborn in Rye, New York; Edgehill in Stamford,
Connecticut; Maplewood Senior Living in Darien, Connecticut; and Greenwich Woods in
Greenwich, Connecticut. The facilities each presented different types of services under a
continuum of care for elderly residents and patients seeking rehabilitation. Descriptions
of the facilities are included in Appendix 1.

The level and quality of care provided are critical criteria for users and their families. In
late 2008, the Center for Medicare and Medicaid Services started a rating system, called
the star rating, to help users of skilled nursing services understand the relative quality of
care supplied by different service providers.12 TNW has consistently high quality
See Technical Users’ Guide: Design for Nursing Home Compare, Five Star Quality
Rating System, January 2017. There also has been discussion over the past two years
12
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ratings, receiving 5 stars overall (the highest score), which keeps it competitive. TNW’s
overall rating is a composite of 5 stars for care quality, 4 stars for staffing, and 3 stars for
health inspections.13 Some competing facilities in the area also have 5 star rankings.

2. Demand Sensitivities

Despite high rankings, TNW faces new challenges in meeting the occupancy targets
established in the 2012 LRP due to changes in lifestyle, increased competition, and the
regulatory environment.

Census and Payer Source: Care facility census captures data on the number of resident
days a facility is occupied by persons who fall within identified payer categories (i.e.
Medicare; Medicaid; private pay; or commercial insurance). In establishing a budget, a
facility will calculate a projected census, which should reflect fluctuations in occupancy
due to market and seasonal demand, and the regulatory scheme. The census should
account for variations in reimbursement rates for services depending on the payer source.
Generally, private pay and Medicare patients generate more revenue and cash flow than
individuals covered by Medicaid and commercial insurance. The impact of fluctuations
in inputs of payer source and total occupancy is discussed in more detail in Section G,
Business Model.

The growing movement towards home-based care also impacts market demand and
census. Home-based care enables aging seniors to reside longer in their personal
residence with additional homecare support and funding. Programs to support homebased care are described in the next section.

about hospital re-admission rates. This data point is relevant to the innovations in
payment models, including bundled payments.
13
See www.Medicare.gov under Nursing Home Compare.
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F. CHANGES TO THE REGULATORY FRAMEWORK

Payment Models. The government is experimenting with different payment models to
improve the quality of care and to reduce the overall cost to provide hospital and skilled
nursing services funded under Medicare.14

Medicare is a federally funded health care coverage plan for eligible persons aged 65 and
over. Medicare Part A (inpatient services and post-acute care) and Part B (outpatient
services, doctors’ visits provided during an inpatient stay, and durable equipment) are
typically “fee-for-service” plans because they generally make separate payments to
providers (hospitals, post-acute care providers, doctors and other nursing support) based
on the care provided. Medicaid is a joint federal and state program that helps with
medical costs for some people with low incomes and limited resources. Medicaid
programs vary from state to state.

There is criticism that the traditional Medicare payment model (fee-for-service with
separate providers) results in a lack of coordination among multiple providers for a single
incident and rewards quantity over quality. Providers are not incentivized to find the
optimal length of stay, and they may provide duplicative or unnecessary services.

These criticisms contributed to discussions on reforming Medicare to reduce costs. With
the adoption of the Affordable Care Act, the Innovation Center was created under the
Centers for Medicare and Medicaid Services (CMS) to test innovative payment and
service delivery models to reduce program expenditures while maintaining the quality of
care.

The Innovation Center has pursued a number of different payment and service
improvement models organized into multiple categories. A couple models are relevant
for TNW: accountable care; episode based payment initiatives; transformations to
14

See, generally, CMS Report To Congress December 2016.
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primary care; dual Medicare-Medicaid enrollees; and initiatives to accelerate the
development and testing of new payment and service delivery models. For the last six
months, the status of the Innovation Center and the various payment model experiments
has been in flux with the threatened repeal of the Affordable Care Act. This section
discusses a few of the payment and service improvement demonstrations that are still
underway.

Accountable Care Organizations: The Innovation Center is testing a pilot of
Accountable Care Organizations (ACOs), using voluntary participation of doctors,
hospitals and other healthcare providers to come together to provide coordinated care at
an aggregate lower cost. The incentive for care providers is the potential ability to share
in the savings and to deliver quality care at a lower cost (Shared Savings Program). The
Shared Savings Program is available to qualified ACOs who demonstrate the ability to
lower growth in Medicare fee-for-service costs while meeting quality care performance
standards. One pilot being tested under the Shared Savings Program is the SNF 3-Day
Rule Waiver. Under this waiver, CMS will waive the requirement for a 3-day inpatient
hospital stay prior to a Medicare covered, post-hospital extended care service.15 To be
eligible for this waiver, an ACO must have a written affiliate agreement with a qualified
SNF. The goal of this program is to reduce episodic costs while maintaining quality of
care.

Episode-Based Payment Initiatives: A similar model tests episode-based payments,
also known as bundled payments, which transmits one payment for all services included
in an episode of care. For example, there would be one payment for a surgery, instead of
separate payments to the hospital, surgeon, anesthesiologist, etc.16 There are different
configurations to the Bundled Payments for Care Improvement (BPCI) initiative,
including the bundling of reimbursements for post-acute (rehab) treatment for orthopedic
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CMS Medicare Shared Savings Program Skilled Nursing Facility 3-Day Rule Waiver,
Guidance Document, Version 4, August 2017.
16
See What is Value Based Care, www.RevCycleIntelligence.com. Bundled Payments
for Care Improvement (BPCI) is one bundled payment initiative.
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and other cases.17 Rehabilitation centers are negotiating with referring hospitals to be
designated a “preferred provider.” The benefit to be a preferred provider is the
opportunity for more stable referrals of post-acute patients in a market environment with
increasing competition. The downside is the, on-average, fewer covered days of care.18

Comprehensive Care for Joint Replacement: Another example of an episode based
payment program is the Comprehensive Care for Joint Replacement (CCJR). CCJR aims
to provide better quality and more cost effective treatment for one of the most common
inpatient surgeries under Medicare: hip and knee replacements.19 By bundling payments
for an episode of care, this intiative incentivizes hospitals, physicians and post-acute
skilled nursing facilities to work together to improve the coordination and quality of care
overall.

Quality Payment Programs: The Quality Payment Program offers clinicians who
provide services covered by Medicare Part B either incentive payments for quality care or
a performance based payment adjustment. This is another example of a pilot program
aimed at incentivizing care providers to provide quality care at a lower cost.
The move to ACOs and bundled payments will impact TNW’s business model in several
ways. First, to ensure the level of care, hospitals and other referring facilities will partner
with care providers, such as TNW, that have a proven track-record of care, similar to the
star rating measurements, and including lower re-hospitalization rates. These
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Greenwich Hospital and Stamford Hospital are both participants in the BPCI pilot
program. A Year-3 Evaluation and Monitoring Annual Report for BPCI Models 2-4,
dated October 2017, prepared by the Lewin Group for CMS provides a comprehensive
analysis of some of the results of the BPCI pilot study to date.
18
One example of a likely change for TNW is in rehab for a joint replacement.
19
“Hip and knee replacements are the most common inpatient surgery for Medicare
beneficiaries and can require lengthy recovery and rehabilitation periods. In 2014, there
were more than 400,000 procedures, costing more than $7 billion for the hospitalizations
alone. Despite the high volume of these surgeries, quality and costs of care for these hip
and knee replacement surgeries still vary greatly among providers.” Comprehensive Care
for Joint Replacement Model, www.cms.gov.
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partnerships are very important to receive referrals, particularly for rehabilitation patients.
To maintain or encourage a partnership, a skilled nursing facility might accept other,
more complicated medical referrals or Medicaid referrals, both of which could be loss
leaders.

Additionally, hospitals are either establishing SNF length of stay parameters for their
orthopedic referrals or referring patients directly to homecare. For example, Stamford
Hospital’s clinical protocol for hip, knee and ankle surgeries call for SNF discharge
within 7 days for routine knee and ankle patients and after 7 to 10 days for routine hip
patients. This compares to lengths of stay of 14 to 21 days for knee/ankle patients and up
to 30 days for hip patients a few years ago.20 Hospital for Special Surgery will discharge
more patients directly home with outpatient therapy as compared to a few years ago since
they believe it aids recovery.21 SNFs will need to increase the number of rehabilitation
admissions to compensate for the shorter lengths of stay, which may make it more
difficult to reach Medicare census numbers.

Transformations to Primary Care:

Home-based primary care was created to allow health care providers the ability to spend
more time with their patients in the patients’ home environment. The goal is to improve
the overall quality of care and quality of life while lowering costs and delaying care in an
institutional setting.

Two examples of home-based primary care are the Independence at Home Demonstration
and Programs of All Inclusive Care for the Elderly (PACE). Independence at Home is a
project to evaluate outcomes and cost savings for chronically ill patients treated at home
over three years. CMS tracked patient outcome by measuring quality of care and patient
and caregiver satisfaction. Primary care providers who met identified quality measures

20
21

TNW Executive Director’s Report to the TNW Board of Directors, November 2017.
Ibid.
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and showed savings over a minimum threshold became eligible for incentive payments.
The demonstration project, started in 2012, is continuing.

PACE provides comprehensive medical and social services to frail elderly living in the
community, many of whom are dually eligible for Medicaid and Medicare. The goal of
this program is to provide participants the ability to remain in their community longer
rather than receiving care in a skilled nursing facility. Medical professionals can provide
all services required, including those eligible for reimbursement under the fee-for-service
plans.

The Money Follows the Person program allows persons who require long-term service
and supports for activities of daily living (bathing, dressing, eating) the ability to receive
Medicaid reimbursement for services provided in a community versus institutional
setting. A significant impact of this program is the shift of qualifying persons out of
nursing homes and back into a community based setting for their care. The programs
administered in Fairfield County set eligibility based on Medicaid assets and income, as
well as critical medical and cognitive needs that require 24/7 live-in assistance. Aides
supported by this program are trained but not licensed.22 These programs have resulted,
initially, in lower Medicaid costs for the impacted persons. The program also provides
evidence of success at improving the quality of life of the participants.23 Approximately
168 seniors in Greenwich are participating in these programs as of early 2017.24

Impact of Payment Program Redesign and Transformations to Primary Care on
TNW:
The changing regulatory framework suggests the need to continually and rigorously
monitor business operations and financial plans to ensure stability in both occupancy and
census. TNW can expect to experience pressure on its financial projections due to the
22

Minutes, February 7, 2017 Meeting with Marie Allen, Executive Director of the
Southwestern Connecticut Area Agency on Aging (SWCAAA).
23
See Report to the President and Congress, Money follows the Person Rebalancing
Demonstration, Department of Health and Human Services, June 2017.
24
Marie Allen, SWCAAA
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payment program redesigns discussed above. Financial risk and sensitivity is discussed
in greater detail in Section H. Increased competition due to the availability of newer
facilities, the ability to remain in one’s community longer and the trend to shortened SNF
stays for certain Medicare-qualified treatments also present business risk.

One example of how the changing regulatory environment impacts TNW is the
increasing importance of hospital readmission rates. The Affordable Care Act adopted a
program aimed to reduce hospital readmission rates by imposing a financial penalty on
hospitals whose 30-day readmission rates were higher than the norm. Since hospitals are
less cost effective providing recovery or rehabilitative care, in recent years hospitals have
looked to control costs by referring patients to SNFs sooner. To maintain positive
relationships with the referring hospitals, which is essential to maintain census, SNFs are
reluctant to turn away referrals unless they cannot provide adequate care. However, as
SNFs admit patients with higher-level care needs, they risk that a patient will require
more services at higher and un-reimbursed cost, or that the patient will be re-admitted for
hospital care. To minimize a payment penalty for re-admission, hospitals will seek to
partner with SNFs with low readmission rates. As mentioned, these partner relationships
(once established they are known as “preferred providers”) are critical for referrals.
Presently, TNW has a positive record on readmissions, with a rate lower than the State
and northeast regional rates.
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G. BUSINESS MODEL

The Committee decided it would be helpful to understand the profitability of TNW
broken by business line and payer class so it asked TNW to prepare such a model. TNW
prepared a model based on its F17 budget. A summary of that model on an aggregate
dollar basis is included in Appendix 3, and a version of that model showing revenues and
profitability per day for the various payer classes and business lines is included in
Appendix 4. It should be noted that TNW prepared this analysis approximately a year
ago based on the F17 budget so these numbers have not been updated for F17 actuals. In
a subsequent section of this report, we compare F17 actuals to F17 budget.

In this model, TNW breaks down its operations into three core businesses: short-term
rehab; long-term dementia and all other long-term care. The short-term rehab unit is a
dedicated unit of 46 beds. The long-term business consists of 156 beds on four floors, one
of which is a 40-bed unit dedicated to dementia patients. The model also provides a
breakdown by payer class: private pay, Medicare, Medicaid, and commercial insurance.

Key Conclusions from the Model:

Business lines:

1. Short-term rehab business: The model indicates that the short-term rehab
business is budgeted to generate $1.1 million in cash flow, excluding debt service,
for F17. This analysis highlights the business risk of TNW since the short-term
rehab business is expected to come under increasing pressure from Medicare’s
move to value-based payments and the shift to discharging orthopedic patients
directly home or to SNFs for shorter stays. As TNW shifts its rehab business to
more medical rehab cases such as cardio/pulmonary, this could change its risk
profile.
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2. Long-term care business: The model indicates that the long-term care business
is budgeted at a cash flow deficit, excluding debt service, of $2.7 million for F17.
Medicaid accounts for over 50% of the long-term care revenues.

Payer class:

3. Private Pay and Medicare: The model indicates that private pay and Medicare
patients are budgeted to generate cash flow, excluding debt service, of $2.1
million and $1.3 million, respectively. The long-term care business accounts for
about 90% of TNW’s private-pay patient days. The short-term rehab business
accounts for approximately 82% of TNW’s Medicare patient days. With the
Medicare shift to value-based payment for much of its reimbursements over the
next several years, this is likely to result in additional variability in TNW’s cash
flows.

4. Medicaid and Commercial Insurance: The model indicates that the cash flow
deficits, excluding debt service, for Medicaid and commercial insurance patients
are budgeted at $4.9 million and $400 K, respectively. These numbers exclude
the cash flows from Medicare Part B, the apartment rentals, the Café and other
that total $200 K. TNW has renegotiated some of its commercial insurance
contracts to mitigate its losses on them. In mid-2016, TNW received an increase
in its Medicaid rate retroactive for F16 and effective for F17; this increase of
approximately $8.50/day is not reflected in the model numbers. However, for the
period from July 2011 to June 2015, Medicaid rates increased by only $2.80/day
to $255.23/day. With Medicaid days accounting for 54% of total days, the
outlook for minimal increases in Medicaid rates in the next few years puts further
pressure on TNW’s cash flows.

5. The TNW model assumes that almost 80% of its total costs are fixed, and
labor accounts for nearly 80% of its fixed costs. While this reflects the reality
of running a SNF whereby its cost structure is dominated by labor costs, it also
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reflects TNW’s management strategy of maintaining its staffing at a relatively
fixed level, absent a sizeable swing in occupancy. While this strategy fosters
continuity and consistency of care, it can also be more costly (in the Financial
Review section, a comparison of TNW’s hourly labor costs with those of the other
five-star-rated Fairfield County SNF’s is included). The other implication of the
model is that since variable costs are low, increases in census will increase cash
flow in the short term. However, if the shift results in increasingly higher
Medicaid census and correspondingly lower private pay and Medicare censuses,
that will negatively impact TNW’s long-term cash flow.

6. TNW needs to monitor and track its financial and operating results by
business line and payer class. As noted in the following section, in developing
the F17 model, TNW had to make some simplifying assumptions about the
allocation of costs broken down by business line. TNW should refine those
assumptions, particularly in regard to labor costs, which are the single largest
expense line. Given the likely changes in the regulatory environment and market
conditions, it is critical that TNW monitor changes in its cash flows by business
line.

Model assumptions:
This model is based on TNW’s judgment and analysis regarding the allocation of
revenues and costs among its three business lines. A few of the key assumptions
underlying these allocations are as follows: 1) the revenues and profits of the secondary
operations (Medicare Part B, the Café receipts, Pavilion rental fees, other) are split 50/50
between the rehab and long-term care operations; 2) operating costs that are explicitly
tied to a business line (e.g., third-party therapy costs; bad debt expense; pharmacy;
radiology; medical supplies; admissions personnel and recreation personnel) are allocated
on that basis; 3) nursing personnel costs are allocated based on the short-term and longterm censuses, with the exception that a slightly larger percentage of nursing costs for
CNAs are allocated to the long-term dementia business; and 4) all other costs
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(maintenance, service, non-medical supplies, capital, fixed etc.) are allocated based on
the census for each business line.

Revenues:

The revenues shown in the model are a function of assumed occupancy for the short and
long-term care businesses and the per day reimbursement rates. For F17, TNW has
assumed long-term occupancy of 93.5% and short-term rehab occupancy of 88.0% for an
overall occupancy of 92.3%. Average daily rates of $512 for private pay (largely longterm care) and of $404 for commercial insurance (weighted to short-term rehab) are a
function of market and competitive conditions. The assumed daily Medicaid rate of $253
(net of user fees and excluding the recent $9 increase) is set by the Connecticut
Department of Social Services. The assumed average daily Medicare rate of $627
reflects the weighted average for the daily rates that CMS sets for various medical
conditions.

As shown in Appendix 3, while Medicaid is budgeted to account for 54% of patient days,
Medicaid revenues are budgeted at 35% of primary revenues. Conversely, Medicare is
budgeted to account for 19% of patient days, but 31% of primary revenues. Similarly,
private pay is budgeted at 22% of patient days, but 30% of primary revenues.

Cost structure:
For F17, TNW’s total costs are budgeted at $28.9 million, excluding debt service; total
costs include all operating costs, capital expenditures, and TOG allocations for in-kind
services. TNW’s model shows fixed costs accounting for 80% of total costs, excluding
debt service. One of the reasons fixed costs are such a high percentage is because TNW
assumes labor costs are fixed—i.e., they will not vary unless there is a significant change
in the census.
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Labor costs, including wages and benefits, for F17 total $19.0 million or 78% of TNW’s
fixed costs. It should be noted that during the Committee’s tours of nearby facilities,
several of those managers (e.g., Waveny and Greenwich Woods) appeared to run their
operations with a greater reliance on per diems, resulting in a more variable cost structure
that reflected census changes. According to TOG’s Finance Department, fringe benefits
account for 42% of TNW’s labor costs. In its 2011 report, HDG had noted that the
industry benchmark is 20-25% of labor costs. Waveny’s fringe benefits are
approximately 31% of its labor costs.

Variable costs consist of food, rehab costs, pharmacy, medical supplies and bad debt
expense. TNW’s model shows that these costs are budgeted at $5.7 million for F17 or
22% of total costs, excluding debt service. TNW’s cost for rehab services, which are
provided by an outsourced third party, account for $2.5 million of these costs, followed
by food at $1.5 MM.
Appendix 4 shows TNW’s estimates of the variable costs per day that range from
$41/day for Medicaid to $180/day for Medicare, the sizeable difference reflecting
principally the rehab and pharmacy costs for Medicare patients. Of course, the higher
variable costs for Medicare patients are more than offset by higher reimbursement rates.
Given the relatively low variable costs per patient per day, TNW’s management strategy
has been to focus on increasing its occupancy. The Committee notes that while this
strategy can result in higher cash flow in the short term, if it results in a shift from private
pay and Medicare patients to Medicaid patients, it will worsen TNW’s long-term cash
flow and outlook. For the F17 actual (the F17 actual results are discussed in more detail
in a subsequent section), the Medicaid census (including actual and pending conversions
from private pay) was 56.1% vs. a budget of 54.0%; the Medicare census was 16.7% vs.
a budget of 19.4%; and the private pay census was 22.8% vs. a budget of 22.5%. F17
occupancy of 94 % exceeded the budget of 92%.
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Profit and loss broken down by business line and payer class:
The budgeted P&L, excluding debt service, broken down by business line and payer class
is shown in Appendix 3. For the long-term care business, the loss of $4.9 million on the
Medicaid payer class is only partially offset by at $1.9 million profit on private pay
patients and a $0.2 million net profit on Medicare and other revenues, resulting in a net
loss of $2.7 million. As shown, this $2.7 million loss on the long-term care business is
only partially offset by the $1.1 million profit on the short-term rehab business.

Sensitivity analysis:
One can evaluate the sensitivity of TNW’s cash flows by varying some of the key
assumptions. We ran two cases to test the sensitivity of the cash flows after debt service.
In running these scenarios, we are not predicting what we think is the most likely case;
instead, we are assessing the sensitivity of the cash flows to modest changes in
assumptions.

Our first case was to test the impact of lower occupancy in short-term rehab: TNW
has indicated that it does not vary staffing for modest census changes. Given the shift to
short-term SNF stays post hospitalization and to hospitals’ discharging patients directly
to their homes with at-home support services, it seemed worthwhile to evaluate the
impact of lower occupancy. The TNW model assumes an 88% occupancy rate with 40.5
beds in use and that generated $828 K in profit after debt service. Our sensitivity
analysis assumed an 85% occupancy rate with 39 beds in service; this 3.7% reduction in
patient days resulted in a reduction of $153 K, or 18%, in profit after debt service.

The second case was to test the impact of changes in patient mix: The F17 budget
model assumes the following: Private Pay (22.5%); Commercial Insurance (4.1%);
Medicaid (54.0%); and Medicare (19.4%). Given the pressures on the short-term rehab
business and given the competitive pressures affecting Private Pay, we ran a sensitivity
analysis assuming the following: Private Pay (20.0%); Commercial Insurance (4.1%);
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Medicaid (58.9%); and Medicare (17.0%). Under this scenario, TNW’s F17 budget loss,
after debt service, increased by $691 K, or 23%, to $3.654 million.
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H. FINANCIAL REVIEW
Overview:
In this section, we summarize TNW’s accounting treatment, review its actual results vs.
budget and long-range plan, compare TNW’s labor costs and staffing costs to those of
other Fairfield County SNFs, and identify key factors and risks that will affect TNW’s
outlook and results going forward. Key facts and conclusions from this analysis are as
follows:

1. Accounting changes made in F17 make it very difficult to compare TNW
results going forward with prior results and the TNW Long-Range Plan
(LRP): As discussed in some detail below, there have been some significant
changes to how TNW’s results are accounted since the LRP was developed in
2012. Effective with the F17 budget, TNW results now include only the
incremental in-kind service costs for administrative services such as IT, legal and
HR (previously, they included the total costs) and only the pension normal costs
(previously, they included the past service costs). In F16, the cost of these two
items, which will be excluded from TNW’s results going forward, totaled $1.8
million. As a result, it is difficult to compare TNW results beginning with F17
with either prior fiscal years or the LRP. Also, in assessing the cost of TNW to
the Town, we recommend excluding debt service. The debt issued to fund Project
Renew is a general obligation of the Town that it is responsible for no matter what
the future governance of TNW is.

2. TNW has consistently underperformed the 2012 LRP, reflecting weaker than
projected private pay and Medicare census numbers and a negative variance
in labor and supply costs: In F16, TNW underperformed its forecast F16 in its
2012 LRP (which was the BET and RTM basis for their approval of Project
Renew). TNW’s F16 cash flow deficit, excluding capital expenditures and debt
service, was $2.0 million vs. the LRP projection of a $0.5 million surplus, or a
negative variance of $2.5 million. Project Renew facilities opened a few months
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behind schedule in F15 so some of the shortfall may be due to this delay.
However, in F16, private pay census was 22% vs. 26% in the LRP for F16. The
lower private pay census appears to reflect competitive pressures from assisted
living and continuum of care facilities coupled with the desire of many residents
to remain in their homes. Partially offsetting was higher than projected actual
rates for private pay and Medicare. Higher than projected supply and labor
expense also contributed to the underperformance vs. LRP in F16.
In F17, TNW underperformed the 2012 LRP forecast for F17. TNW’s cash flow
deficit, excluding capital expenditures and debt service, was $900 K vs. the LRP
projection of a $600 K surplus, or a negative variance of $1.5 million.
Additionally, the LRP projection assumed higher fringe expense and the full
allocation for in-kind services, totaling $6.6 million vs. the F17 actual (under the
new accounting treatment) of $5.9 million. Therefore, on a comparable basis, the
negative variance would have been $2.2 million. The shortfall vs. LRP reflected a
lower actual private pay census (23% vs. 27% in the LRP) and a lower actual
Medicare census (17% vs. 19% in the LRP) that resulted in a shortfall in
revenues. Higher than projected labor and supply costs also contributed to the
negative variance vs. LRP.

3. Despite an increase in occupancy (92% in F16 to 94% in F17) and higher
Medicare rates in F17, TNW’s gross cash margin (excluding fringe expense,
capital expenditures and debt service) declined $200 K between F16 to F17 to
$5.2 million: TNW has been operating on the assumption that its business is
principally a fixed cost business so increases in occupancy should boost cash
flow. However, while revenues increased by $500 K, operating expenses
increased by $700 K. There are two factors at play here. First, the increase in
census and revenues reflects a greater number of Medicaid days. As was
described in the preceding section on TNW’s Business Model, if there is a shift
over the long-term in the patient census from private pay and Medicare to
Medicaid, this has negative implications for TNW’s longer-term viability because
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TNW loses money on Medicaid patients on a fully allocated cost basis. Second,
with high occupancy in F17, TNW’s costs increased at a faster pace then
revenues. In F18, TNW’s gross margin is projected to decline by another $100 K
as increases in operating expenses outstrip revenue growth.
Although TNW’s gross margin has been under pressure, TNW’s cash flow deficit,
which includes allocated expenses but excludes capital expenditures and debt
service, improved from $2.0 million in F16 to $1.3 million in F17, reflecting
higher revenues due to higher occupancy and the changes in the accounting
treatment for in-kind services and pension costs. For F18, TNW’s cash flow
deficit before debt service is expected to further improve due to Town employees’
migration to the lower-cost State Partnership Plan for health insurance. While
these one-time and non-operating factors have improved TNW’s cash flow
deficit, they do not address the underlying business challenges facing TNW,
whereby increases in operating expenses are outstripping increases in
reimbursements and market and regulatory changes are depressing private pay
and Medicare demand.

4. In an environment in which competition for private pay patients and likely
changes in Medicare and Medicaid reimbursement are putting pressure on
TNW’s revenues, it becomes ever more critical for TNW to tightly manage
its costs, if TNW is to limit increases in its cash flow deficits. In F17, TNW’s
regular salary, overtime and temporary salary lines increased by 6.6%, with
overtime, which is premium labor, increasing by 21%.

Recommendation: TNW needs to develop a staffing model that enables it to
provide the needed labor services to its residents at rate of increase more
consistent with its reimbursement rates.

TNW also needs to more tightly manage its personnel costs. According to the
Affordable Care Act, every year employers must do a look-back of how many
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hours part-time employees averaged during the year and those that averaged more
than 29 hours per week are then entitled to employer health care coverage in the
following year. When the Town did this analysis in F17, 25 of TNW’s part-time
employees qualified for health care coverage in F18. Of these, only seven of
these 25 TNW employees opted for coverage in F18 at a cost of approximately
$75,000 to TNW. However, this was a potentially large exposure.

At the September 2017 meeting of the BET HR Committee, TNW reported that it
has developed a system to track year-to-date average weekly hours for its parttime employees. As of September 2017, TNW had 31 part-time employees who
have averaged more than 29 hours per week. TNW has not yet developed a plan
to manage this exposure and a staffing model that balances quality and cost of its
labor.
Recommendation: Given TNW’s escalation in labor costs and exposure to
health care insurance for part-time workers, the Committee recommends
that the BET hire an outside consultant to work with TNW to develop an
optimal staffing model.
5. TNW’s hourly labor and fringe costs are considerably higher than its
Fairfield County peers: Our comparison of TNW with other comparably rated
Fairfield County SNFs shows that TNW pays a premium for its hourly wages
ranging from 8% to 34%, depending on the function. This primarily reflects the
fact that TNW’s staff is unionized. If TNW’s fringe expense (approximately 42%
of salary in F17) is included, the disparity widens further.

The future for Medicare reimbursements is unclear. As discussed in Section F,
there is an initiative underway for Medicare to shift an increasing proportion of its
payments to value-based payments. In this environment, TNW’s higher-thanaverage cost structure may have some negative implications for its short-term
rehab business. It is anticipated that in the future, for many medical procedures
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and conditions, hospitals will be allocated a fixed payment for in-hospital and
post-acute treatment. Post-acute treatment referrals are likely to take into account
not only a SNF’s service quality and patient outcomes (as described in Section F,
TNW’s readmission statistics are significantly better than state and regional
averages) but also the cost of treatment versus that of competitor SNFs. Those
facilities whose costs exceed regional averages may eventually be subject to a
financial penalty, if current proposals are implemented.

Recommendation: TNW should explore whether through collective
bargaining it can bring its hourly labor costs and work rules more in line
with its competitors.
6. Outlook comments: Over the next several years, we anticipate that TNW’s cash
flow deficit is likely to worsen as its labor and other costs outpace increases in
daily rates and as its Medicare census comes under pressure—unless it is able to
achieve a more favorable patient mix or it is able to limit its cost increases. One
rationale for Project Renew was that the cash flow generated in the short-term
rehab business, which was then a growing business, was to at least partially offset
losses in the long-term care business. While demographic data indicate the
continued growth in the population of older adults, this business model will
continue to be adversely affected by the trend to shorter rehab stays, hospitals
discharging patients directly home, greater market competition, and less favorable
reimbursement. In F17, Medicare days at TNW actually declined by 7% and for
the first four months of F18, they are 8% under budget. In response to the trend to
shorter rehab stays for orthopedic patients, TNW is placing increased emphasis on
marketing its rehab services to non-orthopedic patients.

Accounting:

In June 2009, the Board of TNW requested that the RTM approve a resolution to account
for TNW as a Revolving Fund (i.e., a Special Enterprise Fund); the RTM approved that
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request with a vote of 187-3-2. The RTM Explanatory Comments in support of the
resolution were as follows: “It is submitted that a Revolving Fund provides a clearer,
more transparent presentation of results of operations than does the Town’s present
financial format. TNW operates in a highly competitive regulated industry and should be
reporting in a business format which provides a more intelligible presentation of assets,
liabilities, revenues, and expenses.”

TNW subsequently worked with the TOG and an outside accounting firm to determine
the appropriate allocation of costs to TNW, including employee benefit expense; all inkind services provided by the Town (e.g., HR, IT, legal); and principal and interest
expense for the debt issued for Project Renew. These allocations and accounting for
TNW as a Revolving Fund became effective as of F10.

As part of its review and deliberations over the F17 budget, the BET and RTM approved
the following changes to TNW’s accounting:

1. In-kind services: For the years F10 thru F16, TNW was charged for the
estimated financial value of those services that the TOG provided to TNW. This
was consistent with how these costs were treated in the LRP. Effective for F17,
TNW will be charged for only the estimated incremental costs of those Town
services. As a result of this change, allocations for in-kind services decreased
from $1.1 million in the F16 budget to $228 K, a reduction of $872 K, in the F17
budget.
2. Fringe expense: For the years F10 thru F16, TNW had included its pension
normal and past service costs in its fringe expense. This was consistent with how
these costs were treated in the LRP. For F16, TNW’s pension expense consisted
of $900 K of past service cost and $564 K of normal cost. Effective for F17,
TNW will be charged for only the normal cost of its pension expense.
3. Recalculation of principal and interest payments: The Town of Greenwich, on
behalf of TNW, has issued $24.7 million of long-term debt to fund Project Renew
and some of its subsequent capital expenditures. Its F16 budget showed interest
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expense of $748 K and principal amortization of $1.239 million. However, as
part of its Capital Campaign for Project Renew, the Friends of Nathaniel
Witherell have raised $8.8 million If these proceeds were credited against the
TNW debt issuance, the pro forma principal and interest payments would
decrease. Effective F17, TNW is presenting its principal and interest payments to
reflect this adjustment, which had the effect of reducing its debt service by $925
K. The TOG continues to be obligated for the full amount of the TNW debt no
matter what governance decision is made regarding TNW.

It should be noted that the changes described in the preceding section make it extremely
difficult to compare the actual financial results of the pre-F17 period and the projections
in TNW’s Long-Range Plan to those going forward, beginning with F17.

Comparison of TNW Actual vs. Budget F16 Results:

A comparison of TNW actual vs. budget F16 results is provided in Appendix 5. As
shown, TNW’s cash flow, excluding capital expenditures and debt service, was a deficit
of $1.991 million vs. budgeted deficit of $1.664 million, or a negative variance of
$327 K. This reflects negative variances in revenues of $1.25 million and $100 K in
operating expenses, partially offset by positive variances in fringe expense of $900 K
(principally lower health care insurance costs) and in the allocation for in-kind services
from the TOG of $100 K. The negative variance in revenues reflects the actual private
pay census at 21.9% vs. budget at 25.2% and the actual Medicare census at 18.6% vs.
budget at 20.5%. Given the delay of a few months in the opening of the Project Renew
facilities in F15, that may have negatively impacted the F16 census figures.

Comparison of TNW Actual F16 Results vs. the TNW 2012 LRP

In late 2011, the BET and RTM approved an appropriation of $20.205 million for the
construction of Project Renew. As part of its due diligence, the BET hired Health
Dimensions Group (HDG) to develop a long-range plan for TNW. After receiving
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construction bids in excess of these funds, TNW returned to the BET and RTM in late
2012 for an additional appropriation of $2.426 million, resulting in a total project cost of
$22.631 million. In November 2012, HDG updated its 2011 LRP to reflect actual results
since 2011 and the increase in construction costs. The 2012 HDG LRP is included in
Appendix 6.

A comparison of TNW actual F16 results vs. the 2012 LRP for F16 is included in
Appendix 5. It should be noted that there are some key differences in the F16 operations
of TNW vs. what was envisioned in the LRP. The plan assumed that 162 of TNW beds
would be allocated to long-term care, with the remaining 40 beds allocated for short-term
rehab. TNW converted 6 additional beds to short-term rehab, which came on line for
F17.

As shown, for F16, TNW reported a cash flow deficit, before capital expenditures and
debt service, of $1.9 million; this compares with an LRP projected cash surplus of $557
K, or a negative variance of $2.5 million. This variance highlights the risks and difficulty
of forecasting cash flows with any reasonable level of confidence given the rapidly
changing nature of the short-term rehab and long-term care businesses.

The following highlights the major variances between the F16 actual results vs. the F16
projection in the 2012 LRP:

1. Revenue shortfall of $1.0 million: This shortfall reflects a combination of fewer
than projected patient days and a less favorable patient mix. Private pay and
Medicare days were 19% and 7% below plan, respectively, accounting for the
aggregate 5% shortfall in patient days. It should be noted that the new short-term
rehab facility opened approximately 90 days later than had been anticipated in the
LRP. Average daily rates for F16 were slightly higher or level with projected
rates, with the exception of commercial insurance.
2. Operating expense negative variance of $900 K: Supply expense exceeded
plan by $600 K, or 35%, and labor expense exceeded plan by $400 K, or 2.2%.
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3. An increase of $600 K in fringe expense vs. plan was the other major
negative variance. Higher health care and pension expense was responsible for
this variance.

Comparison of Actual vs. LRP Capital Expenditures:

Not included in the above comparison of actual vs. LRP operating budgets is the variance
in capital expenditures.

The long-range plan for F16 had budgeted $355 K for capital expenditures vs. the $1.5
million for actual F16. The major difference between the actual and the LRP for capital
expenditures for F16 is that the actual included $1.245 million for the renovation of longterm care patient rooms on the second floor and the common facilities in the Tower. It
had been originally anticipated that this work would be encompassed in Project Renew
but bids came in higher than expected.
TNW’s current forecast for capital expenditures for F18 thru F31 is included in Appendix
7. This forecast shows capital expenditures totaling $9.4 million over that period. In the
2012 long-range plan, capital expenditures for that same period were forecast at $6.2
million, a negative variance of $3.2 million.

Comparison of Actual vs. LRP Town Contribution and Fundraising:

The following table compares actuals vs. LRP for 2013-2018 for the TOG contribution
and TNW fundraising. It should be noted that the Town contribution of $15.1 million
over five years exceeds the $7.2 million forecast in the LRP by $7.9 million. This
variance reflects the delay in Project Renew coming online and lower private pay and
Medicare censuses and higher operating expenses vs. plan. Actual fundraising of $8.8
million exceeded plan estimates by $1.8 million and it consisted of $4.5 million raised
under the Connecticut Historic Tax Credits Program and the remaining $4.3 million from
private contributions.
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Town Contribution

Fundraising

Fiscal Year

Actual

LRP

Actual

LRP

2013

1.0

1.2

1.0

1.0

2014

2.5

1.2

1.8

2.0

2015

0.0

1.2

3.9

2.0

2016

2.4

1.2

2.2

2.0

2017*

6.5

1.2

0.0

0.0

2018

2.7

1.2

0.0

0.0

15.1

7.2

8.8

7.0

Total

*For F17, TNW had budgeted $8.0 MM to address TNW’s Negative fund balance and
the annual contribution. TPG Finance estimates that instead $6.5 MM should be
sufficient.
TNW’s F17 Results vs. Budget:

Appendix 8 shows a comparison of actual vs. budgeted results for F17. As shown,
TNW’s actual cash flow from operations, excluding debt service, was a deficit of $1.3
million vs. a budgeted cash flow deficit of $1.6 million, or a positive variance of $300 K.
In May 2017, the BET approved TNW’s request to transfer anticipated surplus funds for
the year from its health insurance, supply and interest expense line items to cover
anticipated shortfalls totaling $465 K in its salary and overtime lines. The following
analysis focuses on the variance between F17 actuals vs. the original F17 budget. It
should be noted that for purposes of this analysis, those private pay patient days that were
shown in TNW’s results as “Medicaid pending” have been included in the Medicaid
patient census.

An analysis of the F17 results highlights some of the findings discussed in the preceding
sections on TNW’s business model and operations:
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1. Patient mix is a key variable to revenues: In F17, TNW increased patient days
by 2% and benefited from higher Medicaid and Medicare rates vs. budget.
However, revenues were flat vs. budget due to the 12% shortfall in Medicare days
being offset by the 7% increase in Medicaid days.
2. Higher labor costs were more than offset by lower supply and health care
costs, resulting in the $0.3 million positive variance versus budget: TNW
exceeded its original budget in its overtime and temporary salary lines,
necessitating the May 2017 transfer from the supply and health care insurance
lines, in which there were expected budget surpluses. TNW has maintained that
the skilled nursing care business is essentially a fixed cost business so it could
increase its occupancy – and its cash flow—without increasing its labor costs.
However, its experience in F17 raises questions about that assumption.

Comparison of TNW Actual F17 Results vs. the TNW 2012 LRP:

Appendix 8 shows a comparison of F17 vs. the F17 projection in the 2012 LRP. If we
compare F17 actuals vs. the LRP, there is a negative variance in cash flow from
operations, excluding capital expenditures and debt service, of $1.5 million. In fact, this
negative variance in operating cash flow is actually $700 K higher than this because the
budget reflects the accounting change in F17 to charge TNW only for incremental TOG
services vs. the LRP that reflected charging TNW for the full allocation of costs.

As shown, there is a $1.1 million shortfall vs. LRP in revenues, principally reflecting a
$1.4 million shortfall in private pay revenues due to fewer patient days and a $700 K
shortfall in Medicare revenues due to fewer patient days. Partially offsetting both of
these factors is an increase in both Medicaid and commercial insurance patient days.
Both private pay and Medicare rates exceeded those in the LRP.

There is also a negative variance vs. LRP in facility expenses of $1.2 million, reflecting
higher than projected labor costs ($800 K) and supply expense ($400 K). There is a
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positive variance in allocated fringe and in-kind service expense because of the
accounting change.
Trends in TNW’s Operating Expenses: Fiscal 2016 and 2017 and Fiscal 2018
Budget
Appendix 9 shows the change in TNW’s major operating expense categories between
F16 and F17. As shown, TNW’s labor costs increased sharply in F17: 5% increase in
regular salaries, a 21% increase in overtime, and a 6% increase in part-time labor. TNW
indicated that approximately $70 K of the increase in overtime was for one-time training
on new systems; if this expense was excluded, the overtime increase was 15% versus the
prior year. These numbers highlight the necessity of TNW developing a staffing
model that will enable it to serve its residents while minimizing premium overtime.
Also, Appendix 9 shows the previously discussed changes effective F17 for the
accounting treatment of pension expense and the allocation of in-kind services.

Comparison of TNW with Other Fairfield County SNFs with Medicaid Patients
To assess TNW’s financial and business outlook, the Committee reviewed TNW’s cost
structure and its business mix relative to other Fairfield County SNFs:
Staffing and Labor Cost Comparisons: The Committee compared TNW’s cost
structure and staffing with that of other Fairfield County SNF’s that serve Medicaid
patients, as shown in Appendix 10. The SNFs included in the comparison all have 5-star
Medicare ratings, are located in Fairfield County, and serve Medicaid patients; the one
exception to this is 3-star rated Greenwich Woods, which was included because it is a
local competitor to TNW. Four of the five are for-profit (Greenwich Woods, Cambridge,
Notre Dame and Ludlowe) and Waveny is non-profit.

As shown, with the exception of Greenwich Woods, which had an occupancy rate of 84%
and Carolton, which had an occupancy rate of 72%, the other three SNFs had occupancy
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rates exceeding 90%. As of September 2016, TNW’s census was: Medicaid (58%);
Medicare (18%); private pay (20%); and other (4%)—fairly similar to what it has been
for F17 year-to-date. The other four SNFs in the comparison have a Medicaid census
ranging from 50% to 65%, private pay from 7% to 34%, and Medicare from 13% to 25%.
Salary and related fringe expense account for approximately 70% of TNW’s costs,
excluding capital expenditures and debt service. Appendix 10 highlights why TNW’s
costs substantially exceed those of other highly rated SNFs in Fairfield County. TNW’s
hourly wages are significantly higher. For nursing care, it allocates more time for RNs,
who command the highest hourly rate, than its peers (the exception being Waveny which
has an even greater allocation of RN time). While TNW has favorable readmission
statistics as noted in a preceding section, its higher cost structure may have negative
implications for its ability to attract short-term Medicare rehab patients as Medicare
moves increasingly to value-based payments, which are expected to eventually be based
on regional average costs.

In terms of labor cost per hour, TNW pays a considerable premium to the average of the
other SNFs, ranging from 31% for RNs, 18% for LPNs, 27% for CNAs, 20% for
housekeeping, 30% for social workers, and 34% for maintenance. Some of the SNFs
outsource laundry and housekeeping. It should be noted that the there is an even greater
disparity between TNW’s labor costs and the other SNF’s if benefits are included; for
TNW, fringe expense for full-time employees is approximately 42% of salary cost. In
comparison, the Waveny 2014 990 Form shows that Waveny’s fringe expense is only
31% of salary cost. In its 2011 report, HDG indicated that the industry standard is for
fringe expense to average 20-25% of salary cost.
In comparing total licensed nursing hours per patient day, TNW’s average is lower than
the other four SNFs. However, TNW allocates more RN time to patients than the
average, offset by less LPN time allocated to patients. This management decision also
has implications for TNW’s cost structure since the hourly rate it pays its RNs is 35%
higher than what it pays its LPNs.
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Business Opportunities for SNFs and TNW: As part of its analysis, the Committee
also considered what business opportunities there could be for TNW to reduce its cash
flow deficits. In doing so, it found it helpful to look at Waveny. As previously
described, Waveny operates a continuum of care, which includes the following:
independent living, assisted living, adult day care, home care services, and a SNF that
provides short-term rehab and long-term care serving private pay, Medicare and
Medicaid patients.

For the year ending September 30, 2016, Waveny reported $25.8 million of revenues and
$1.5 million in EBITDA from operations vs. $24.0 million in revenues and $1.5 milion in
EBITDA in the prior year. By comparison, for F17, TNW reported revenues of $27.0
million and a cash flow deficit of $0.9 million and for F16, revenues of $26.7 MM and a
cash flow deficit of $2.0 MM, excluding capital expenditures and debt service. In
reviewing Waveny’s consolidated financials, it appears that the following factors account
for why Waveny is able to generate positive cash flow while TNW operates at a deficit:
a favorable patient mix; lower hourly wage and fringe expense; and expansion into the
fast-growing, profitable home care business. With its continuum of care, Waveny has
much less exposure to Medicaid patients: private pay and insurance (56%); Medicare
(29%); and Medicaid (15%). By comparison, for F17, TNW’s patient census was as
follows: private pay and insurance (27%); Medicare (17%); and Medicaid (56%). In its
annual report, Waveny notes that for F16, its revenues from home-based medical and
housekeeping services increased by 26% to $5.4 million, accounting for 21% of total
revenues vs. 18% in the prior year.

Given budget constraints and space limitations, it is unlikely that TNW could pursue a
continuum of care strategy that would entail providing independent and assisted living
facilities similar to Waveny’s. However, we understand that it is considering entering
into a partnership to expand into the home care service business. As discussed
previously, home care services could represent a growth market for several reasons.
First, many elderly residents prefer to remain in their homes, i.e., age in place. Second,
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more rehab patients are being discharged home from the hospital, a trend that may
accelerate under Medicare’s shift to value-based payments. Even for those patients who
are initially discharged to a rehab facility, rehab stays have shortened and many of those
patients require services at home after their discharge.

If TNW decides to explore this business, it should address the following questions:
Given that TNW would be partnering in this business and its partner will be overseeing
the operations and employing the employees, what financial returns can it realistically
expect to achieve? How can TNW limit any incremental potential liability from the
business? Which partner would be the best fit for TNW? In Greenwich, there are dozens
of home care agencies that have targeted this same market. How can a TNW joint
venture differentiate itself from its competition? If TNW enters into such a partnership,
would this restrict future changes to its ownership?
TNW’s Financial and Business Outlook:

The decision that the RTM and Town residents needs to make is whether it is willing to
subsidize TNW to be able to provide the services of short-term rehab and long-term care
and how much this is likely to cost. In considering this decision, the RTM and Town
residents need to recognize that under any scenario, the Town will continue to be
responsible for TNW’s debt service since it was issued as TOG debt. Therefore, it should
look at any future subsidy required as being the sum of any cash flow deficits from
operations plus capital expenditures.
In this section, we discuss the factors that will affect TNW’s business outlook and future
cash flow from operations. We note that it is extremely difficult to forecast TNW’s
future cash flows. Our comparison of TNW actual financial results with the forecast in
the 2012 LRP highlighted how much change there could be in its business outlook in a
very few years. We expect the environment in which TNW operates to continue to
change rapidly. Medicare is proposing and implementing major changes in its
reimbursement programs that will affect reimbursement rates and lengths of stay. In some
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cases, future Medicare restrictions may result in financial penalties imposed on some of
the service providers if their cost of care exceeds regional norms. Likewise, we expect
the competitive environment to continue to be challenging for TNW’s private pay
business as the supply of more upscale and less costly assisted living facilities increases.
Finally, as we have seen, since F16, TNW’s cash flow deficit, excluding debt service, has
decreased. However, between F16 and F17, this reflected the change in the accounting
treatment for in-kind services and pension costs; and between F17 and F18, this deficit is
projected to improve because of lower health insurance costs. On the other hand, TNW’s
gross margin is forecast to decline between F16 and F18, and we expect that this trend
will continue.
Although it is difficult to forecast TNW’s cash flows for these reasons, the Committee
decided to develop a simplified cash flow model to assess the future direction of TNW’s
cash flows and to review the key drivers. This simplified model references both F17
financial results and the F18 budget and our most likely F18 projection as a basis for
future cash flows. In Appendix 11, we compare F18 Budget with F17 Actual numbers
for expenses and in Appendix 12, we include the full F18 budget comparison. This
comparison suggests that Budget F18 is likely understated for Overtime and Temporary
Salaries but it may be overstated for such line items as Professional Medical and Dental
and the 300’s major object code. The Committee modified the F18 Budget numbers to
reflect what we thought were more realistic numbers, which are reflected in the adjusted
F18 column. However, with offsetting adjustments, we are looking at an adjusted
expense budget comparable to the TNW approved budget for F18. In Appendix 13, we
include a comparison of F18 YTD actual vs. F17 YTD actuals.
As shown in the simplified model in Appendix 14, TNW’s future cash flow deficits
including capital expenditures are expected to continue to increase over the next several
years.

TNW Patient Census, Daily Rates, and Revenues: In developing the model, we
looked at TNW’s F17 patient census and made some adjustments for market factors
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going forward. We assumed that beginning in F19, private pay days would decrease by
2%/year, reflecting increased competitive pressures from other upscale facilities.
Offsetting this decline is an assumed modest increase in Medicaid days, reflecting the
continued increase in the elderly population. The model assumes that the number of
Medicare days decreases by 5%/year due to trend to shorter rehab stays and discharging
patients directly homes. Between F16 and F17, TNW’s Medicare days decreased by 7%
and for YTD F18 thru October, Medicare days are 8% below budget.

As for the daily rate assumptions in the model, it was assumed that private pay rates
would escalate by 2%/ year, commercial insurance by 2%/year beginning in F19,
Medicare at 1.5%/year, and Medicaid rates would remain level with F17 levels. Given
the State’s financial pressures and given that TNW has just received its first real
Medicaid rate increase since 2012, it does not seem unrealistic to assume flat Medicaid
rates. Moreover, with the expected shift to value-based payments for Medicare, it is even
possible that our assumption for a 1.5% increase in Medicare rates may be optimistic.
Using these census and daily rate assumptions, TNW’s revenues, under this simplified
model, are expected to decline modestly over the next several years.

TNW Operating Costs and Capital Expenditures: For our model, we assumed that
operating expenses would escalate 2%/year, with the exception of labor expense at
2.5%/year and fringe expense at 2% in F19 and then at 4%/year. The forecast for capital
expenditures is based on the TNW updated capital plan. However, we would note that
between the 2012 LRP and 2017, the forecast for capital expenditures for F18 through
F31 increased by $3.2 million or 50%.

Results of Simplified Model: The principal benefit of this model is to point to the likely
direction of TNW’s cash flow models, if TNW does not implement any changes to boost
its revenues or reduce its operating expense. Over the next several years, we anticipate
that TNW’s cash flow deficit will worsen as its labor and other costs outpace increases in
daily rates. As shown in Appendix 14, according to this simplified model, TNW’s cash
flow deficit, including capital expenditures but excluding debt service, could increase
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from a forecast $1.5 million in F18 to $4.3 million in F21. However, we have not
factored into our projections steps that TNW could take to partially mitigate these deficits
– such as possibly repurposing some of its Medicare short-term, single rehab rooms to
private pay rooms. Assuming it were to do this with five beds, this could shrink the
deficit by about $1.0 million in F21.
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I. CONCLUSIONS AND RECOMMENDATIONS

The Committee identified several options for consideration when addressing the future of
the Nathaniel Witherell.

Short-term recommendations:

1. Release deed restrictions.
The residuary legatees’ intent under the 1995 Modification of Restrictions to have
a Licensed Home for the Aged continue at 70 Parsonage Road in Greenwich
could impact the future of this facility. If the Town of Greenwich decides to
explore options for the facility, then the Committee recommends that the Town
hire outside counsel to find the descendants of the grantors and to seek a release
of all restrictions on the use of the TNW property. This may also require an
amendment to the Town Charter.

2. Educate TNW Board about fiduciary responsibilities and update Committee
Structure.
The Committee recommends that the TNW Board By-laws be amended and
restated to: add provisions that are often found in by-laws for nonprofit
organizations; revise the Committee structure; and establish objectives for the
standing committees. Under the current TNW Board By-laws, the Board has the
following standing committees: Financial; Building; Resident Life; Legal Affairs;
Public Affairs; and Business Development. The Committee encourages the TNW
Board to restructure itself to establish the following standing committees:
Executive; Finance/Audit; Marketing/Development; Strategic Planning;
Governance (which includes Nominating); and Quality Assurance.

The Board should place greater emphasis on each of these areas through
established Committee goals. In particular, the Committee recommends
appointment of Board members with skill sets (e.g., healthcare law, skilled
nursing facility experience, rehabilitation background, development and financial
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acumen) necessary to have a clear understanding of the financial challenges
facing a skilled nursing facility in the next 10 to 15 years. Other recommended
skill sets include healthcare financing background (to assess financial reports
reflecting the operating and capital budgets) and the expertise to address the fiscal
challenges, as well as oversee the administration of the facilities. The Board
should develop a strategic plan for the next 15 years that would be revised as
changes to the regulatory scheme governing skilled nursing facilities and
rehabilitation services become clearer.

3. Hire an Industry Consultant to Address Staffing and Operational Issues.
The BET should authorize the engagement of an industry consultant to review the
staffing issues posed by TNW. The balance among full-time, part-time and per
diem staff needs to be reviewed and adjusted. A system for monitoring work
hours should be implemented to ensure that part-time employees do not become
inadvertently eligible for Town-funded health care insurance. The consultant also
can be tasked with developing a model that will allow TNW to monitor and track
its financial and operating results by business line and payer class.

The salary and benefits of TNW employees will be reviewed when collective
bargaining agreements entered into with three unions each come up for renewal.
The Laborer’s International Union of North America (“LIUNA”) collective
bargaining agreement governs the professional nursing staff and expires June 30,
2019. The Greenwich Municipal Employee Association, Inc. (“GMEA”)
collective bargaining agreement that governs a few clerical employees will also
expire June 30, 2019. The collective bargaining agreement with the Local 456
International Brotherhood of Teamsters (“Teamsters”) governs the certified
nursing assistants (“CNA”), food service, housekeeping and laundry employees.
The Teamsters labor contract expired in 2016 and is currently in arbitration
(having been rejected by the RTM in Spring 2017). Under this contract, there is a
delineation between TNW Teamsters employees hired prior to July 2005 who
earn a salary based on a more robust salary schedule, and those TNW Teamsters
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employees hired post-July 2005 who earn a salary based on a lower salary
schedule (Teamsters Contract, Appendix II, pages 42-43). Given the high
retention rate in TNW, approximately 90% of the TNW Teamsters employees are
subject to the pre-2005 salary schedule.

4. Continue a BET special project committee to review TNW financial and
operating results.
It will take time for the Town to make decisions regarding the future of TNW.
Accordingly, the BET should continue the work of the Committee to focus on
strategic planning for Nathaniel Witherell and the BET should continue to
designate a liaison to the TNW Board.

Longer-term strategic options

The Committee encourages the Town to consider the following four ownership structures
for TNW with the goal of continuing to provide short-term and long-term nursing care to
infirm elderly in Greenwich.

1. Maintain current Town ownership and operation of TNW subject to shortterm recommendations.
This report’s sections on TNW’s financial and operational performance identifies
areas in which the Board and Administrator need to optimize the operations and
seek greater efficiencies. The admissions office and chief financial officer need to
analyze the mix of patient beds among those residents who are private pay,
private insurance, Medicare and Medicaid to strive for a mix that supports the cost
structure of the facility. The TNW Board should explore the costs/benefits of
providing other rehabilitation services that could be offered to patients (e.g.,
pulmonary) to make up for fewer orthopedic patients. This would require training
staff, purchasing certain equipment and seeking licensing for such specialized
services. In addition, there needs to be a concerted effort to seek efficiencies in
all aspects of the facility and there should be comparisons done to determine
when and if certain services should be provided on an outsourcing basis.
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2. Lease or sell TNW to a newly-established 501(c)(3) nonprofit corporation
that would continue to operate it as a SNF.
There is an option to establish a 501(c)(3) nonprofit corporation under the U.S.
Internal Revenue Code to take over operation of TNW.25 The charitable
organization, led by a newly constituted and independent Board of Directors,
would carry out the administration of the facilities. The Town would then transfer
the assets, possibly including the real property, to this separate charitable
organization that would be the operating facility.

This option would separate the on-going assets and liabilities of TNW from the
Town’s accrued obligations (e.g., unfunded pension, unused vacation and sick pay
benefits). The Town would retain all liabilities and obligations arising from its
ownership of TNW through the commencement date of the 501(c)(3) operation of
the TNW. The transfer of a municipally-owned facility to a non-sovereign entity
may result in the loss of sovereign immunity afforded the Town by law and the
impact of this decision requires additional legal review. The Town might need to
seek the approval of the descendants. There would most likely have to be
amendments to the Town Charter to reflect this transfer of the administration of
TNW to a 501(c)(3) nonprofit corporation.

Under this option, the Town most likely would terminate the current union
contracts as they pertain to TNW employees and the 501(c)(3) would re-staff the
facility with either union (under separate labor contracts) or non-union
employees. The new Board would most likely be required to administer the
facility without the in-kind services (e.g., human resources, legal and treasury)
provided by various Town departments from the date of transfer. The facility will
25

This option requires approval by the Internal Revenue Service and Connecticut
Department of Public Health. In some circumstances, approval of the Connecticut
Department of Social Services also may be required. See CT General Assembly Office
of Legislative Research, Guidance on Nursing Home Ownership Changes, October 21,
2016.
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need services but not necessarily services that are provided by the Town. The
Connecticut Department of Public Health would have to approve the transfer of
ownership to a 501(c)(3) nonprofit corporation.

The Bruce Museum may be considered a similar model to this option. The Bruce
Museum was originally a Town department. In the early 1990’s, it was
transferred to a separate entity, Bruce Museum, Inc. (“BMI”), and entered into a
Management Agreement between the Town and BMI. Under this Management
Agreement, the Town covered certain costs (e.g., landscaping, snow removal and
spring clean-up) on a continuing basis, and the Town employees became nonunion employees of BMI. In this case there were less than a dozen employees
who were no longer employed under a union labor contract as compared to TNW
which has over 100 employees managed under three union collective bargaining
agreements, as well as management and confidential positions. The Town
continues to provide BMI a cash supplement towards its operating budget, and
BMI’s separate board of directors and non-profit status ensure a level of operating
independence, responsibility and fundraising capacity that Town-owned entities
do not have.

3. Lease or sell TNW to an existing 501(c)(3) nonprofit corporation that would
continue to operate it as a SNF.
One option would be to lease or sell TNW to a nonprofit operator that already
runs another SNF. In this case, TNW would be administered by a professional
entity that is an existing 501(c)(3) nonprofit corporation. TNW could benefit
from an economy of scale in its operation and potentially run more efficiently if
the services are provided as part of a larger nonprofit SNF structure. TOG would
enter into a lease or contract of sale to transfer the operation of TNW to the third
party nonprofit operator. Employees of TNW would most likely be given the
option to work for the new operator, but probably not as a union employee if the
new operator does not have a unionized workforce.
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4. Lease or sell TNW to a for-profit manager to provide SNF services.
There is an option to lease TNW to a privately owned third party administrator
(“TPA”) that would then operate the facility apart from the Town. One example
of this is the transition of operation of Smith House in Stamford, Connecticut,
from the City of Stamford to a TPA.

Some members of the Committee met with the Chief Administrator of the City of
Stamford to discuss the transfer of Smith House, a 128 bed municipally-owned
SNF, from the City of Stamford (“Stamford”) to a TPA. Committee members did
not, however, visit the Smith House facility. According to the Chief
Administrator, Stamford carried out a risk analysis and determined the costs that
were or should be allocated to Smith House were not sustainable for Stamford.
Contrary to TNW, the City of Stamford owns the real property without any
restrictions on its land use. As a result, Stamford initially filed a Certificate of
Need with the Connecticut Department of Social Services seeking approval to
close the facility which approval was granted. Then, a TPA agreed to enter into a
Lease Agreement with Stamford, including an option to purchase, and
commenced serving as the administrator of the facility.

Smith House was a union employee facility. The unions initially would not
negotiate with the TPA, but then when the TPA agreed that all employees would
be offered employment at a comparable rate during the transition period, the
unions agreed to negotiate. The employees remained unionized under the new
operator and all former employees of the City who worked at Smith House were
hired at wages comparable to those in the other facilities operated by the TPA
except for a limited number who chose to retire or resign. Smith House was one
hundred percent (100%) Medicaid patients with a ninety percent (90%)
occupancy rate. Eighty percent (80%) of the residents had an affiliation with
Stamford. The City defended its decision to lease the operating facility to a TPA
during 5 public hearings, including one with family and residents that was closed
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to the media. The City retained all liabilities that extended to employees up until
the date the lease took effect. Residents were allowed to stay or, if they had left,
to return to Smith House.

There also is an option to sell TNW to a for-profit entity.

In the case of any transfer to a for-profit operator, the Town would most likely
need to obtain the grantors’ descendants’ approval of such transfer of real
property and assets and a question remains whether the descendants would have a
legal claim against the profits of any such sale. If any descendants cannot be
located, then the Town might have to seek a court ruling that such approval is not
required. The contract of sale would have to address the change in the
relationship with the unions. Under the provisions governing facilities that accept
Medicaid, any new owner would be obligated to continue to provide services
under Medicaid. The Town of Greenwich would remain liable after any sale of
the facility for all liabilities and obligations arising from the ownership of TNW
until the date of transfer of the operation.

6) Request a Certificate of Need from the Connecticut Department of Social
Services for a reduction of its bed count or TNW’s closure.
And finally, the Town could request a Certificate of Need (“CON”) from the
Department of Social Services of the State of Connecticut for the reduction in its
bed count or closure of TNW. Edgehill sought to reduce its bed count in its SNF,
and the request was granted. The DSS would probably approve such CON as
they did for Smith House. In the case of a closure, the descendants could assert
their legal right to have the real property, including the structures on the property,
revert to the descendants in proportion to which each descendant is a residuary
legatee. The Town would then commence the wind down process to close the
facility.
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Future BET Steps

Initially, the Committee will present its Report to the BET. The Committee recommends
that the BET develop a timeline for implementation of near-term objectives, and continue
to monitor the progress of seeking efficiencies in TNW.

The BET should refer the Report to the Board of Selectmen and the RTM for their
consideration. The BET may request a SOMR from the RTM to determine the level of
support for the various long-term recommendations.

If the Town decides to modify the function or administration of TNW, then the Town
would most likely need to find the descendants and seek a modification as to the use of
the facility. The BET should discuss with the Town Attorney the proposal to engage
outside counsel to find the descendants and commence legal actions, if necessary, to
release any and all restrictions that may impede the future of TNW.
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APPENDIX 1
Committee Meetings and Visits to Neighboring Facilities

Nathaniel Witherell: Strategic Committee Meeting and Visit Summary
Organization
Individuals
Dates

Nathaniel Witherell*

Larry Simon, Board Chair;
Allen Brown, Exec. Director;
Chris Alexander, Financial
Operations Director; Lynn
Bausch, Director of Nursing;
George Cossifos, Director of
Admissions

3/29/16; 4/6/16;
4/12/16 (TNW tour);
6/8/16; 7/11/16;
7/18/16; 9/9/16;
9/16/16

City of Stamford

Mike Handler, Director of
Administration

10/14/2016

Edgehill Tour

Chris Bartein, Executive
Director; Sandy Bardsley,
Director of Clinical
Operations

6/16/2016

Friends of Nathaniel Witherell

Greenwich Commission on
Aging
Greenwich Law Department
Greenwich Planning & Zoning

David Ormsby, former TNW
Board Chair &Friend Board
Member; Karen Sadik-Khan,
TNW Board & Friends
Board member; Scott Neff,
Development Director
Lori Contadino, Director;
Patricia Burns, Board
member
John Wayne Fox; John
Wetmore
Katie DeLuca, Director

12/2/2016

1/9/2017
6/14/2016; 1/30/17
5/18/2016

Greenwich Woods Tour

Mordi Blass and Mosche
Bernstein, Co-Directors

6/16/2016

Maplewood Tour

Lauren Messina, Community
Outreach Director
Christopher Ferreri, COO;
Robert Davis, CFO;
Stephanie Larsen, General
Counsel

6/14/2016

Osborn Tour
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4/6/2017

Remedy Partners

Olga Shikman, Northeast
Operations Representative

7/18/2016

Southwestern Area Agency on
Aging

Marie Allen, Executive
Director

2/7/2017

Steven Katz, President, and
5/4/2016
Vice Chair, Commission on
Aging
Bill Piper, CEO; Kristin
Waveny Tour
Sinatra, Director of
6/16/2016
Marketing
*The Committee met with TNW employees and Board members at various meetings
Sterling Care

Visits to Neighboring Facilities:

The facilities visited by members of the Committee presented different types of services
and facilities under a continuum of care for seniors and patients seeking rehabilitation
services. Descriptions of these facilities are as follows:

Waveny, New Canaan, Connecticut

Waveny is a 5-star facility with 70% residents with a connection to New Canaan. This
facility is a 501(c)(3) nonprofit corporation, has an endowment and offers a number of
areas for different levels of care. Waveny was established as a home for the aged over 40
years ago on property donated to New Canaan by Mrs. Latham. Waveny leases the land
from the Town of New Canaan for a nominal fee but otherwise receives no municipal
support. Waveny operates at 98-99% occupancy; if that occupancy were to drop to 89-90%
(the State average), they indicated they would consider closing some of the beds.

The Village is an assisted living facility that is entirely private pay and Waveny scrutinizes
applicants’ financials before admission. Rates range from $300-$400 per day depending
on which of the four care levels the resident requires. There are 53 beds with 3 designated
as respite care beds.
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The skilled nursing facility, Waveny Care Center, Inc., is a moderate-size facility with 76
beds (private and semi-private) of which one-third are short-term, one-third are long-term
(COPD, pulmonary, respiratory and IV therapy) and one-third are beds for advanced
dementia. The rooms are at a rate of $568 per day for a private room and $523 per day for
a semi-private room, and are all inclusive (i.e. no a la carte charges). There is an attractive
main floor designed to be the curving main street with shops along the way so residents
can have a feeling of community. The average resident is an 88-year-old widow.

In addition, Waveny offers home care, independent living, outpatient rehabilitation
services and adult day care, as well as commencing new construction to increase
independent living options. The food service is outsourced to Morrison. The executives
receive bonuses and the Board has raised salaries for employees (including per diem) that
have resulted in greater longevity among its employees.

The Waveny Board has five Standing Committees consisting of Executive, Audit,
Development, Quality and Governance. The Waveny Executive Director referred to the
Executive Committee as the “driving force.”

Waveny has an annual capital campaign of $300,000 for various capital projects. This
includes a golf fundraiser that generates about $100,000 each year which is used to provide
supplemental funding for Village residents who are depleting their resources.

Social media has helped to position Waveny in the marketplace. The website is designed
to be “highly findable” and well positioned in Fairfield County according to Waveny’s
marketing director. Facebook, Twitter and Linked In are being used effectively to target
both families interested in the facilities and attract new staff. Social media is used to
broaden searches by age, sex and concerns regarding elder care given seniors’ different
health issues.
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The Osborn, Rye, New York

In 1908 the Osborn Retirement Community was founded. The Osborn is a 501(c)(3) notfor-profit charitable organization that provides a continuum of care and is rated a 5-star
facility.

Sterling Park Independent Living provides apartments and garden homes for seniors.

The Osborn also offers Assisted Living apartments, the H.O.P.E. Center for Memory Care,
and the Pavilion skilled nursing facility for short-term and outpatient rehabilitation and
long-term care.

The Osborn is a New York and (quite recently) Connecticut licensed home care services
agency that provides registered nurse care management and personal care services by
certified home health aides in Westchester as well as Fairfield County, with an office in
Greenwich. Osborn is a private pay facility that charges approximately $11,000 per month
for its Assisted Living apartments.

Edgehill, Stamford, Connecticut

Edgehill is a life care community on the Old Greenwich/Stamford line and is rated a 5-star
facility. Edgehill is owned by Benchmark Senior Living, a private company, and recently
completed an $18 million expansion to renovate its facilities, to add 9 independent living
apartments, to expand the memory loss care unit and to enhance its assisted living facility.
Edgehill converted its current ALF to 22 dedicated memory care units, added 10 new ALF
units and converted a 60 bed/37 room SNF to a 46 bed/42 room SNF. Edgehill reduced its
skilled nursing facility because it deemed this part of the business to be unprofitable.
Edgehill was formerly owned by Stamford Hospital and operated by Marriott as a joint
venture.
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Edgehill has the Harbor Memory Care neighborhood that, according to its website, has a
highly trained staff and innovative programs and comprehensive services for those with
memory loss.

Edgehill provides rehabilitation services through a third party under a managed care
contract.

Seventy percent (70%) of Edgehill are Greenwich residents. There is continuing care,
including 24 hour nursing care. Its population averages 87 ½ years old. The Manager hails
from the hotel industry, and his goal is to keep the facility full and the residents healthy.
Staffing has a turnover of 12% in a year. There is one skilled nursing unit with 2 nurses
and 3 aides at night. The ratio of licensed charge nurse to patients during the day is 1 to
13. Edgehill’s facilities are beautifully decorated, giving the feeling of a country club with
a well-appointed dining room and reception area, as well as a pool and other fitness and
rehabilitation facilities.

Resident clients of Edgehill submit a bond of between $500,000 and $1,600,000 to buy a
unit. Residents are essentially buying a long-term health care contract when they buy their
units and this financial structure has certain positive tax implications for the resident.
Residents pay monthly fees ranging from approximately $5,000 to $10,000 with add-on
fees for supplemental services. Upon death or sale of the unit, ninety percent (90%) of the
original purchase price is returned (Connecticut recently passed a law that requires that
upon a resident’s death that the 90% be returned to the estate within a certain number of
months). This facility is designed for high-end net worth individuals and, therefore,
Edgehill does not accept Medicaid patients. It is a for-profit model.

Maplewood Senior Living, Darien, Connecticut

Maplewood Senior Living is one of 6 facilities in Connecticut owned by Greg Smith and
is not star-rated because it is not a SNF. It includes an early dementia unit named “Tides”
and a more acute memory loss unit called “Currents.” Associates support the needs of the
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residents. Maplewood can service residents with needs up to a fairly high level of acuity
and maintains one registered nurse is in each building and 6-8 resident service aides per
shift per floor. A physician attends to patients once a week. There is a dining room with
open dining and a wait staff. Associates coordinate appointments for patients outside the
facility. Maplewood provides programs for families and community members, including
art, music, and support group for those with family members experiencing memory loss.

Maplewood has full occupancy and is expanding its capacity. The average resident is in
his or her mid-80’s and is active, healthy, independent and alert. Monthly fees start at
$6,500, and can range up to $10,000, depending on which unit the patient is in and what
add-on services are required. In addition, some residents hire personal aides.

Maplewood offers respite care, with a 30-day minimum. Maplewood also brings in hospice
and palliative care when needed. Maplewood has referred residents to TNW when their
care needs intensify and/or they have depleted their funds.

Maplewood contracts with an outside company to provide rehabilitative services on the
premises to meet residents’ needs after a stay at a hospital or SNF or on an ongoing basis.
Maplewood does outreach and marketing in the community – to senior centers, social
service departments, and community organizations.

Greenwich Woods, Greenwich, Connecticut

Greenwich Woods is a three-star rated 217-bed skilled nursing and rehabilitation facility,
including 76 short-term rehabilitation beds, 45 secured dementia beds, and 96 long-term
beds. Forty to 45 beds are semi-private in the facility. Greenwich Woods has co-owners
who purchased the facility for $15 million in 2015. Its staff is trained to assist pulmonary
patients, including those with chronic obstructive pulmonary disease (“COPD”) (e.g., by
using Bi-level Positive Airways Pressure (“Bi-Pap”) and Tri-Pak medications). There are
fewer orthopedic patients being admitted to this facility as a result of the reduction in such
patients being referred to rehabilitation facilities.
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Medicaid patients constitute 70% of all patients at Greenwich Woods as compared to 56%
at TNW. The admissions staff receives referrals from Greenwich Hospital and Stamford
Hospital and their occupancy runs in the mid-80%. The co-owners cited their flexibility in
running their operations (e.g., buying equipment for a particular patient to develop a
longer-term relationship with a doctor) in order to maintain their cash flow. Greenwich
Woods is taking a more patient advocate role to ensure that its patients get the appropriate
care in the post-acute phase. It is a difficult balance since SNFs also want to be part of a
hospital’s preferred provider network.
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APPENDIX 2
INTENTIONALLY OMITTED
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TNW: FISCAL 2017 BUDGET BROKEN DOWN BY BUSINESS LINE ($000)*

Appendix 3
LTC

Beds
Occupancy %
Resident Days
Patient Mix
Private
Commercial Ins
Medicaid
Medicare A

156
93.5%
53,262

STC
46
88.0%
14,783

Total
202
92.3%
68,045

25.5%
0.9%
69.0%
4.5%

11.7%
15.3%
0.0%
72.9%

22.5%
4.1%
54.0%
19.4%

BREAKDOWN BY BUSINESS LINE:
LTC-DEMENTIA LTC-NON-DEM.
Revenue per day*
Private pay
Commercial Ins
Medicaid
Medicare
Average
Revenue*
Primary
Private Pay
Commercial Ins
Medicaid
Medicare
Total
Secondary
Medicare Part B
Café Receipts
Pavillion Rentals
Other
Total

519
404
253
627
339

LTC-DEMENTIA LTC-NON-DEM.
1,808.3
51.4
2,381.2
388.3
4,629.2

TOTAL REVENUES*
*Revenues net of user fees
Costs
Total costs ex. Debt service
Private pay
Commercial insurance
Medicaid
Medicare
Medicare Part B
Total costs ex. Debt Service

509
404
253
627
337

5,151.5
149.1
6,905.5
1,126.2
13,332.3

4,629.2

13,332.3

LTC-DEMENTIA LTC-NON-DEM.

Profit/loss ex. Debt service
Private pay
Commercial insurance
Medicaid
Medicare
Medicare Part B
Café Receipts
Pavillion Apartments
Other
Total profit/loss ex. Debt Serv Debt service
Private pay
Commercial insurance
Medicaid
Medicare
Total
P&L after Debt Service
Private pay
Commercial insurance
Medicaid
Medicare
Medicare Part B
Café Receipts
Pavillion Apartments
Other
Total profit/loss ex. Debt Serv ________
*Source: TNW

1,381.2
72.4
3,845.9
342.1
71.6
5,713.2

3,713.7
198.7
10,323.1
938.4
207.8
15,381.7

TOTAL LTC

STC

512
404
253
627
337
TOTAL LTC

TOTAL
512
404
627
579

STC

TOTAL

6,959.8
200.5
9,286.7
1,514.5
17,961.5

6,760.6
8,563.9

7,846.3
1,117.3
9,286.7
8,275.1
26,525.4

301.4
39.3
20.6
41.7
403.0

301.4
39.3
20.6
41.7
403.0

602.8
78.6
41.2
83.4
806.0

18,364.5

8,966.9

27,331.4

STC

TOTAL

644.3
1,233.1

5,739.2
1,504.2
14,169.0
6,965.5
558.8
28,936.7

TOTAL LTC
5,094.9
271.1
14,169.0
1,280.5
279.4
21,094.9

886.5
916.8

5,685.0
279.4
7,841.8

427.1
21.0 1,464.7 46.2

1,437.8
49.6 3,417.6 187.8

1,012.4 -

1,841.6 -

1,864.9
70.6 4,882.3
234.0
22.0
39.3
20.6
41.7
2,730.4

69.6
2.5
188.3
12.4
272.8

202.2
7.4
546.2
35.9
791.7

271.8
9.9
734.5
48.3
1064.5

215.5
295.4

357.5
23.5 1,653.0 33.8
1,285.2 -

1,235.6
57.0 3,963.8 151.9
2,633.3 -

1,593.1
80.5 5,616.8
185.7
22.0
39.3
20.6
41.7
3,794.9

207.6
361.6 860.1
22.0
39.3
20.6
41.7
829.7 -
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512
404
253
627
390

242.2
316.3 1,075.6
22.0
39.3
20.6
41.7
1,125.1 -

34.6
45.3

2,107.1
386.9
4,882.3
1,309.6
44.0
78.6
41.2
83.4
1,605.3

306.4
55.2
734.5
263.8
1359.9

1,800.7
442.1
5,616.8
1,045.8
44.0
78.6
41.2
83.4
2,965.2

Appendix 4

TNW: FISCAL 2017 BUDGET BROKEN DOWN BY BUSINESS LINE ($/day)*

Beds
Occupancy %
Resident Days
Patient Mix
Private
Commercial Ins
Medicaid
Medicare A

LTC

STC

156
93.5%
53,262

46
88.0%
14,783

Total
202
92.3%
68,045

25.5%
0.9%
69.0%
4.5%

11.7%
15.3%
0.0%
72.9%

22.5%
4.1%
54.0%
19.4%

BREAKDOWN BY BUSINESS LINE:
LTC-DEMENTIA LTC-NON-DEM. TOTAL LTC
Revenue per day*
Private pay
519
509
512
Commercial Ins
404
404
404
Medicaid
253
253
253
Medicare
627
627
627
Average
339
337
337

STC

TOTAL
512
404
627
579

*Revenues net of user fees and before recent rate increase of $10/day (CHECK)
LTC-DEMENTIA LTC-NON-DEM. TOTAL LTC
STC
Variable Cost per day*
Private pay
Commercial Ins
Medicaid
Medicare
Average
*Includes rehab, bad debt, medical supplies and food
Total cost per day ex. Debt Service and Secondary Revenue Costs*
Private pay
411
382
390
Commercial Ins
569
538
546
Medicaid
402
372
380
Medicare
552
522
530
Average
413
383
391
*TNW operates its business assuming wages are fixed costs
P&L ex. Debt Service & Profit from Secondary Sources
Private pay
108
127
Commercial Ins
-165
-134
Medicaid
-149
-119
Medicare
75
105
Average
-74
-46
_____
*Source: TNW

76

122
-142
-127
97
-54

512
404
253
627
390

TOTAL
49
197
41
180
84

386
542
526
512

389
543
380
526
417

126
-138
0
101
67

123
-139
-127
101
-27

Comparison of TNW F16 Results vs. Budget and vs. LRP
Actual 2015
Budget F16 Actual F16
LRP 16
TNW Census
Private
13,741
17,705
14,701
CI
2,341
1,984
2,376
Medicaid
37,546
36,250
37,622
Medicare
11,263
14,440
12,480
Total
64,891
70,379
67,179
TNW Patient Mix
Private
CI
Medicaid
Medicare
TNW Revenues
Private
CI
Medicaid
Medicare
Other Revenue
User Fees
Bad debt
Total Revenues
Average daily rates
Private
CI
Medicaid
Medicare

19.5%
3.3%
53.3%
16.0%

-

$
$
$
$

Facility Expenses
Personal
Service
Supply
Maintenance
Insurance
Total Facility Expenses

6,729,166
936,186
9,595,522
6,746,943
650,742
852,777
123,399
23,682,383

489.71
399.91
255.57
599.04

$
$
$
$

25.2%
2.8%
51.5%
20.5%

21.9%
3.5%
56.0%
18.6%

8,894,609
852,642
9,560,806
9,144,109
490,103
-902,393
-135,318
27,904,558

7,536,748
939,616
10,484,353
7,842,694
864,670
-876,958
-135,224
26,655,899

502.38
429.76
263.75
633.25

$
$
$
$

512.67
395.46
278.68
628.42

Actual '16 vs. Budget
$
%
18,136 1,804
37,071
13,385 70,396 -

25.8%
2.6%
52.7%
19.0%

8,923,637 - 1,357,861
826,918
86,974
10,300,919
923,547
8,142,497 - 1,301,415
496,397
374,567
-919,587
25,435
-133,855
94
27,636,926 - 1,248,659

$
$
$
$

492.04
458.38
277.87
608.33

-16.97% 19.76%
3.78%
-13.57% -4.55% -

3,435
572
551
905
3,217

-3.3%
0.7%
4.5%
-1.9%

$
-$
$
-$

16,667,929
798,949
2,066,315
524,186
135,625
20,193,004

17,467,134
984,663
2,192,868
364,025
182,700
21,191,390

17,695,746
859,080
2,251,101
357,177
136,473
21,299,577

17,299,650
1,059,689 1,671,593
222,477 153,264 20,406,673

6,004,875
25,363
133,700
760,969
1,239,000
930,994
9,094,901

7,078,834
35,000
163,400
748,315
1,239,000
1,100,000
10,364,549

6,194,127
35,000
140,385
748,315
1,239,000
977,545
9,334,372

5,547,204
24,135
151,501
711,852
1,310,900
949,597
8,695,189

Capital expenditures

1,419,230

1,531,000

1,526,512

Facility cash flow, ex allocations,
capex & debt service

3,489,379

6,713,168

5,356,322

Allocations
Fringe Expense
Sewer Tax
Town Insurance
Int. Expense
Debt Repayment
In-kind Services

3,004
392
1,372
1,960
3,200

Appendix 5
Actual '16 vs. LRP
$
%

-15.27%
10.20%
9.66%
-14.23%
76.43%
-2.82%
-0.07%
-4.47%

10.29
34.30
14.93
4.83

-3.9%
1.0%
3.3%
-0.4%

- 1,386,889
112,698
183,434
- 299,803
368,273
42,629
1,369
- 981,027

-$

228,612
125,583
58,233
6,848
46,227
108,187

1.31%
-12.75% 2.66%
-1.88%
-25.30% 0.51%

396,096
200,609
579,508
134,700
16,791
892,904

2.3%
-18.9%
34.7%
60.5%
-11.0%
4.4%

884,707
23,015
- 122,455
- 1,030,177

-12.50%
0.00%
-14.09% 0.00%
0.00% -11.13%
-9.94%

646,923
10,865
11,116
36,463
71,900
27,948
639,183

11.7%
45.0%
-7.3%
5.1%
-5.5%
2.9%
7.4%

-

355,428 -

4,488

7,230,253 - 1,356,846

-0.29%

1,171,084

-20.2% - 1,873,931

-

3,605,553 -

1,664,066 -

1,990,735

557,816 -

326,669

- 2,548,551

Cash flow ex debt service

-

5,024,783 -

3,195,066 -

3,517,247

202,388 -

322,181

- 3,719,635

Cash flow incldng
debt service & capex

-

7,024,752 -

5,182,381 -

5,504,562 -

1,820,364 -

322,181

- 3,684,198

77

-15.5%
13.6%
1.8%
-3.7%
74.2%
-4.6%
1.0%
-3.5%

$20.63
62.92
$0.81
$20.09

Facility cash flow, ex capex
& debt service

Note: Actual F16 excludes $278,838 in other revenue for STEAP Grant

-18.9%
31.7%
1.5%
-6.8%
-4.6%

-25.9%
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TNW: FY2017 Actuals vs. Budget and vs. LRP
Actual F17
TNW Census
Private
CI
Medicaid
Medicare
Total
TNW Patient Mix
Private
CI
Medicaid
Medicare
TNW Revenues
Private
CI
Medicaid
Medicare
Other Revenue
User Fees
Bad debt
Total Revenues
Average daily rates
Private
CI
Medicaid
Medicare

$
$
$
$

Facility Expenses
Personal
Service
Supply
Maintenance
Insurance
Total Facility Expenses

Original
Budget F17

Budgeted capex
Facility cash flow ex. allocations
capex & debt service

Var. Actual vs
Original Budget F17
$
%

LRP 17

15,821
2,991
38,923
11,605
69,340

15,329
2,760
36,760
13,201
68,050

15,329
2,760
36,760
13,201
68,050

22.8%
4.3%
56.1%
16.7%

22.5%
4.1%
54.0%
19.4%

22.5%
4.1%
54.0%
19.4%

26.8%
2.6%
51.6%
19.0%

8,044,116
1,239,125
10,812,954
7,502,664
617,927
-913,830
-119,016
27,183,940

8,095,080
1,160,017
9,879,493
8,256,289
803,739
-884,650
-135,318
27,174,650

8,095,080
1,160,017
9,879,493
8,256,289
803,739
-884,650
-135,318
27,174,650

9,489,661
843,173
10,296,529
8,242,340
506,345
-917,071
-142,345
28,318,632

508.45
414.28
277.80
646.50

18,446,537
952,642
2,094,720
381,883
150,920
22,026,702

Allocations
Fringe Exp, In-kind Exp & Other
Sewer Tax
Town Insurance
Int. Expense
Debt Repayment
Debt Reduction for Contrib.
-

Revised
Budget F17

$
$
$
$

528.09
420.30
268.76
625.43

18,125,862
990,184
2,359,669
412,960
142,506
22,031,181

$
$
$
$

528.09
420.30
268.76
625.43

18,590,859
980,184
2,144,669
412,960
162,506
22,291,178

5,942,411
26,250
138,890
660,145
1,240,000
600,000
7,407,696

18,816
1,799
36,240
13,349 70,204

$
$
$
$

504.34
468.69
284.12
617.45

492
231
2,163
1,596
1,290

Appendix 8
Var. Actual vs. LRP
$
%

3.2% 8.4%
5.9%
-12.1% 1.9% -

2,995
1,192
2,683
1,744
864

0.3%
0.3%
2.1%
-2.7%

-

-

-0.6% - 1,445,545
6.8%
395,952
9.4%
516,425
-9.1% - 739,676
-23.1%
111,582
3.3%
3,241
-12.0%
23,329
0.0% - 1,134,692

-3.7%
-1.4%
3.4%
3.4%

$
-$
-$
$

-

320,675
37,542
264,949
31,077
8,414
4,479

1.8%
754,735
-3.8% - 133,922
-11.2%
383,924
-7.5%
153,754
5.9% 6,176
0.0% 1,152,315

4.3%
-12.3%
22.4%
67.4%
-3.9%
5.5%

6,634,652 24,738
155,289 711,852 1,311,800
8,838,331 -

206,142
3,525
42,913
147,702
20,000
307,865
681,097

-3.4%
13.4%
-30.9%
-20.5%
1.6%
51.3%
-8.9%

698,383
5,037
59,312
139,409
51,800
907,865
1,851,732

-10.5%
20.4%
-38.2%
-19.6%
-3.9%

61,686

17.0%
-30.7%

5,936,269
29,775
95,977
572,443
1,260,000
907,865 6,986,599

6,142,411
26,250
138,890
720,145
1,240,000
600,000 7,667,696

425,000

425,000

425,000

363,314

5,157,238

5,143,469

4,883,472

7,444,245

13,769

0.3% - 2,287,007

-

Facility cash flow, ex capex
& debt service

-

904,783 -

1,164,082 -

1,224,079

629,566

259,299

-22.3% - 1,534,349

Facility cash flow after
capex, ex debt service

-

1,329,783 -

1,589,082 -

1,649,079

266,252

259,299

-16.3% - 1,589,082

Note: Source: TNW and TOG Finance.
Census numbers include YTD Medicaid conversions and pending conversions in Medicaid numbers.
In May 2017, TNW's budget was revised to increase the salary and OT lines by $465 K, offset by
reductions in the supply and health insurance lines.
Medicaid budgeted rate increase of $2.00 retroactive to 7/1/15. Actual numbers
reflect an increase of $10.48. Monthly Medicaid results related to prior periods
total $93 K. Medicare RUG rates change each Oct. 1st.
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-15.2%
47.0%
5.0%
-9.0%
22.0%
-0.4%
-16.4%
-4.0%

0.8%
-11.6%
-2.2%
4.7%

-

19.64
6.01
9.05
21.07

-4.0%
1.8%
4.5%
-2.3%

4.11
54.41
6.32
29.05

17,691,802
1,086,564
1,710,796
228,129
157,096
20,874,387

-$
-$
$
$

50,964
79,108
933,461
753,625
185,812
29,180
16,302
9,290

-15.9%
66.3%
7.4%
-13.1%
-1.2%

-21.0%

TNW ($ 000)
F16
100's
Regular salaries*
Overtime
Temp. salaries
Prof. med & dental
Other 100's
Total 100's

F17

9,611.7
1,143.6
3,340.1
2,703.3
897.0
17,695.7

Appendix 9
Comp F16 vs. F17
$
%

10,105.7
1,385.1
3,533.5
2,520.6 901.6
18,446.5

494.0
241.5
193.4
182.7
4.6
750.8

5.1%
21.1%
5.8%
-6.8%
0.5%
4.2%

952.6

93.5

10.9%

2,094.7 -

156.4
24.7
30.0

-6.9%

-10.8%

967.2
62.8
291.4
749.5
175.9
303.5
1,360.5

-66.1%
-17.3%
10.4%
-76.7%
-23.5%
10.8%
-14.9%

200's

859.1

300's

2,251.1

400's

357.2

381.9

600's

276.9

246.9 -

700's
Pension
HSA contrib.
Health care costs
In-kind services
Interest on bonds
Other
Total 700's

1,462.2
362.8
2,805.6
977.5
748.3
2,802.6
9,159.0

495.0
300.0
3,097.0
228.0
572.4
3,106.1
7,798.5

___
*Includes holiday pay
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-

6.9%

COMPARISON OF FAIRFIELD COUNTY SNFs with MEDICAID PATIENTS as of 9/16*
Witherell
Greenwich
CMS overall star rating
# of beds
Occupancy

Patient Days
Medicare
Medicaid
Private Pay
Other
Labor cost/hr
RN***
RN Administrative***
LPN-direct care
CNA
Dietary
Housekeeping
Laundry
Maintenance
Social Worker
Other Admin****

Waveny
New Canaan

Gr. Woods
Greenwich

Appendix 10

Notre Dame
Norwalk

Carolton
Fairfield

Ludlowe
Fairfied

Average
Dif. TNW
ex Witherell vs. AVG

% TNW Dif.
vs. AVG

5
202
92%

5
76
96%

3
217
84%

5
60
94%

5
229
72%

5
144
95%

145
88%

57
4%

67,568
18%
58%
20%
4%

26,502
25%
50%
25%
-

66,648
18%
65%
17%
-

20,609
13%
59%
28%
-

60,222
16%
50%
34%

49,848
23%
63%
7%
7%

19%
57%
22%
7%

-1%
1%
-2%
-3%

$47
$49
$37
$20
$18
$18
$20
$29
$44
$33

$39
$37
$32
$17
$16
$14
$18
$31
$29

$35
$33
$33
$16
$16
$16
$21
$42
$27

$32
$40
$28
$14
$17
$25
$38
$46

$35
$38
$32
$16
$18
$16
$16
$23
$27
$25

$39
$40
$32
$16
$16
$15
$14
$21
$31
$22

$36
$38
$31
$16
$17
$15
$15
$22
$34
$30

$11
$11
$6
$4
$1
$3
$5
$7
$10
$3

Staffing hours per
patient day
CMS staffing star rating
4
5
4
4
5
4
Total # of hours/patient
day for lic. nursing staff 1 hr & 24 min. 2 hrs
1 hr & 49 min 1 hr & 32 min 2 hr & 19 min 1 hr & 43 min 1 hr & 53 min
RN
1 hr & 1 min 1 hr & 18 min 49 min
51 min
54 min
53 min
57 min
LPN
23 min
42 min
1 hr
41 min
1 hr & 25 min 50 min
1 hr & 2 min
CNA
2 hr & 40 min 2 hrs & 55 min 3 hrs & 12 min 2 hrs & 36 min 2 hrs & 37 min 2 hr & 23 min 2 hr & 57 min
*Source: Connecticut Department of Social Services Facility Cost Reports for Fiscal 2016, ending 9/16. Staffing based on
Medicare's Nursing Home Compare Report
***Reflects only direct nursing cost; costs for MDS coordinator, infection control nurse in following line.
****Includes other admin salaries (ex. Chief Administrator) such as receptionists, clerks, phone operators etc.
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30.6%
30.3%
17.8%
26.6%
8.4%
20.0%
30.4%
34.3%
30.2%
10.7%

TNW ($ 000)

100's
Regular salaries*
Overtime
Temp. salaries
Prof. med & dental
Other 100's
Total 100's

Appendix 11
Comp F18 Budget vs. F17 Comp. F18 Adj vs. F17
F17 Actual Budget F18 Adj. F18**
$
%
$
%
10,105.7
1,385.1
3,533.5
2,520.6
901.6
18,446.5

10,503.4
901.7
3,474.0
2,897.0
1,027.3
18,806.4

10,358.3
1,454.4 3,710.2 2,583.6
924.1
19,030.6

397.7
483.4
59.5
376.4
125.7
359.9

200's

952.6

300's

963.3

963.3

10.7

2,094.7

2,410.6

2,199.4

315.9

400's

381.9

427.7

424.7

45.8

12.0%

42.80

11.2%

600's

246.9

300.1

300.1

53.2

21.5%

53.20

21.5%

495.0
300.0
3,097.0
228.0
572.4
3,106.1
7,798.5

512.7
2,461.4
230.3
836.3
3,097.2
7,137.9

512.7
2,461.4
230.3
836.3
3,097.2
7,137.9

17.7
300.0
635.6
2.3
263.9
8.9
660.6

3.6%
-100.0%
-20.5%
1.0%
46.1%
-0.3%
-8.5%

17.70
- 300.00
- 635.60
2.30
263.90
- 8.90
- 660.60

3.6%
-100.0%
-20.5%
1.0%
46.1%
-0.3%
-8.5%

700's
Pension
HSA contrib.
Health care costs
In-kind services
Interest on bonds
Other
Total 700's

-

-

TOTAL
29,921.1
30,046.0
30,056.1
*Includes holiday pay
**Reflects Strategic Planning Committee's projection for F18
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3.9% 252.64
-34.9% 69.26
-1.7% 176.68
14.9% 63.01
13.9% 22.54
2.0% 584.13
1.1%

2.5%
5.0%
5.0%
2.5%
2.5%
3.2%

10.70

1.1%

15.1% 104.74

5.0%

TNW: FY2018 Budget vs. F17 Actuals
Actual F17
TNW Census
Private
CI
Medicaid
Medicare
Total

15,821
2,991
38,923
11,605
69,340

TNW Patient Mix
Private
CI
Medicaid
Medicare
TNW Revenues
Private
CI
Medicaid
Medicare
Other Revenue
User Fees
Bad debt
Total Revenues
Average daily rates
Private
CI
Medicaid
Medicare

Budget F18

$
$
$
$

Facility Expenses
Personal
Service
Supply
Maintenance
Insurance
Total Facility Expenses

15,635
2,775
38,629
12,285
69,324

22.8%
4.3%
56.1%
16.7%

22.6%
4.0%
55.7%
17.7%

8,044,116
1,239,125
10,812,954
7,502,664
617,927
-913,830
-119,016
27,183,940

8,404,421
1,035,402
10,729,944
7,981,286
717,253
-916,907
-135,318
27,816,081

508.45
414.28
277.80
646.50

Allocations
Fringe Exp, In-kind Exp & Other
Sewer Tax
Town Insurance
Int. Expense
Debt Repayment
Debt Reduction for Contrib.
-

Budgeted capex

5,936,269
29,775
95,977
572,443
1,260,000
907,865 6,986,599

5,157,238

-

186
216
294
680
16

-1.2%
-7.2%
-0.8%
5.9%
0.0%

-0.3%
-0.3%
-0.4%
1.0%

4.5%
-16.4%
-0.8%
6.4%
16.1%
0.3%
13.7%
2.3%

29.09
41.17
0.03
3.17

5.7%
-9.9%
0.0%
0.5%

359,816
10,666
315,883
42,855
1,561
730,781

2.0%
1.1%
15.1%
11.2%
1.0%
3.3%

841,922
297
51,643
263,727
82,700
17,424
626,379

-14.2%
1.0%
53.8%
46.1%
-6.6%
1.9%
-9.0%

635,000

210,000

49.4%

5,058,598 -

98,640

-1.9%

537.54
373.12
277.77
649.68

-

-

$
-$
-$
$

18,806,353
963,308
2,410,603
424,738
152,481
22,757,483

5,094,347
30,072
147,620
836,170
1,177,300
925,289
6,360,220

425,000

Facility cash flow ex. allocations
capex & debt service

-

360,305
203,723
83,010
478,622
99,326
3,077
16,302
632,141

$
$
$
$

18,446,537
952,642
2,094,720
381,883
150,920
22,026,702

Appendix 12
Var Budget 18 vs 17 Actual
$
%

-

-

Facility cash flow, ex capex
& debt service

-

904,783 -

213,441

691,342

Facility cash flow after
capex, ex debt service

-

1,329,783 -

848,441

481,342

Note: Source: TNW and TOG Finance.
F17 census numbers reflect YTD Medicaid conversions and pending conversion included in Medicaid numbers.
In F17 the BET and RTM approved an additional appropriation of $177 K for the

84

TNW: YTD THRU 10/17 vs. F17 THRU 10/16
Thru Oct.
F17
TNW Census
Private
CI
Medicaid
Medicare
Total

Thru Oct.
F18

5,057
1,018
13,582
3,971
23,628

TNW Patient Mix
Private
CI
Medicaid
Medicare
TNW Revenues
Private
CI
Medicaid
Medicare
Other Revenue
User Fees
Bad debt
Total Revenues
Average daily rates
Private
CI
Medicaid
Medicare

Appendix 13
Var YTD 18 vs YTD 17

$
$
$
$

5,275
869
13,083
3,826
23,053

21.4%
4.3%
57.5%
16.8%

22.9%
3.8%
56.8%
16.6%

2,696,792
380,890
3,769,134
2,583,886
215,953
-310,373
-45,108
9,291,174

2,989,871
335,696
3,502,579
2,485,153
224,444
-301,373
-45,108
9,191,262

533.28
374.16
277.51
650.69

$
$
$
$

566.80
386.30
267.72
649.54

$

-

%
218
149
499
145
575

4.3%
-14.6%
-3.7%
-3.7%
-2.4%

1.5%
-0.5%
-0.7%
-0.2%

-

-

$
$
-$
-$

293,079
45,194
266,555
98,733
8,491
9,000
99,912

10.9%
-11.9%
-7.1%
-3.8%
3.9%
-2.9%
0.0%
-1.1%

33.52
12.15
9.79
1.15

6.3%
3.2%
-3.5%
-0.2%

Facility Expenses
Personal
Service
Supply
Maintenance
Insurance
Total Facility Expenses

6,006,389
273,969
730,907
131,689
50,858
7,193,812

6,055,413
293,040
761,077
124,344 35,636 7,269,510

49,024
19,071
30,170
7,345
15,222
75,698

0.8%
7.0%
4.1%
-5.6%
-29.9%
1.1%

Allocations
Fringe Exp, In-kind Exp & Other
Sewer Tax
Town Insurance
Total Allocations

1,902,810
10,034
46,804
1,959,648

1,650,414 11,417
49,746
1,711,577 -

252,396
1,383
2,942
248,071

-13.3%
13.8%
6.3%
-12.7%

2,097,362

1,921,752 -

175,610

-8.4%

210,175

72,461

Facility cash flow ex. allocations
capex & debt service
Facility cash flow, ex capex
& debt service

137,714

Note: Source: TNW
F17 and F18 census numbers show YTD Medicaid pending days in Medicaid numbers:
(370 days F17; 953 days F18) included in Medicaid numbers
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Appendix 14
Simplified TNW Model
F17 Actual
TNW Census
Private
CI
Medicaid
Medicare
Total

F18 P

F19P

F20P

F21P

15,481
2,957
39,247
11,652
69,337

15,400
2,900
39,247
11,186
68,733

15,035
2,900
39,612
10,738
68,285

14,670
2,900
39,977
10,202
67,749

14,305
2,900
40,342
9,691
67,238

Occupancy

94.0%

93.2%

92.6%

91.9%

91.2%

TNW Patient Mix
Private
CI
Medicaid
Medicare

22.3%
4.3%
56.6%
16.8%

22.4%
4.2%
57.1%
16.3%

22.0%
4.2%
58.0%
15.7%

21.7%
4.3%
59.0%
15.1%

21.3%
4.3%
60.0%
14.4%

TNW Revenues
Private
CI
Medicaid
Medicare
Other Revenue
User Fees
Bad debt
Total Revenues
Average daily rates
Private
CI
Medicaid
Medicare

8,044,116
1,239,125
10,812,954
7,502,664
617,927
-913,830
-119,016 27,183,940

$
$
$
$

Facility Expenses
Personal
Service
Supply
Maintenance
Insurance
Total Facility Expenses

$
$
$
$

18,446,537
952,642
2,094,720
381,883
150,920
22,026,702

Allocations
Fringe Exp, In-kind Exp & Other
Sewer Tax
Town Insurance
Int. Expense
Debt Repayment
Debt Reduction for Contrib
-

Facility cash flow, ex allocations,
capex & debt service
Facility cash flow, ex. Capex
& debt service

519.61
419.05
275.51
643.89

-

Capital expenditures

8,162,000
8,127,921
8,089,214
8,045,708
1,102,000
1,124,040
1,146,521
1,169,451
10,812,941
10,913,502
11,014,063
11,114,624
7,382,707
7,193,710
6,936,535
6,688,554
746,965
732,593
712,816
693,739
-930,000
-930,000
-930,000
-930,000
137,298 136,796 135,932 135,092
27,139,315
27,024,970
26,833,218
26,646,984

530.00
380.00
275.51
660.00

$
$
$
$

19,030,600
963,000
2,199,400
424,738
153,938
22,771,676

540.60
387.60
275.51
669.90

$
$
$
$

19,506,365
982,260
2,243,388
433,233
157,017
23,322,263

551.41
395.35
275.51
679.95

$
$
$
$

19,994,024
1,001,905
2,288,256
441,897
160,158
23,886,240

562.44
403.26
275.51
690.15

20,493,875
1,021,943
2,334,021
450,735
163,361
24,463,935

assume 2%/yr beg. F19
assume 2%/yr beg. F19
assume unch. beg. F18
assume 1.5%/yr.

Assume 2.5%/yr beg F19
Assume 2%/yr beg. F19
Assume 2%/yr beg. F19
Assume 2%/yr beg F19
Assume 2%/yr beg. F19

5,936,269
29,775
95,977
572,443
1,260,000
907,865 6,986,599

5,094,397
29,775
97,897
836,179
1,177,000
926,022 6,309,225

5,298,173
29,775
99,854
836,179
1,177,000
926,022 6,514,959

5,510,100
29,775
101,852
836,179
1,177,000
926,022 6,728,883

5,730,504 Assume 2% in F19, 4%/yr F20 & F21
29,775
103,889 Assume 2%/yr beg. F19
836,179
1,177,000
926,022
6,951,324

5,157,238

4,367,638

3,702,707

2,946,978

2,183,049

1,725,095 -

2,694,749 -

3,681,119

904,783 -

854,430 -

425,000

635,000

654,000

824,978

659,093 Per TNW capital plan

Facility cash flow, ex. Debt
service

-

1,329,783 -

1,489,430 -

2,379,095 -

3,519,727 -

4,340,212

Facility cash flow incldng
debt service & capex

-

2,254,361 -

2,576,587 -

3,466,252 -

4,606,884 -

5,427,369

Note: Census numbers as shown reflect YTD Medicaid conversions and pending conversions
Simplified long-range model reflects assumptions made by the TNW Strategic Planning Committee
In F18, the RTM approved an additional appropriation for capex for $377 K, of which $200 K was funded by
the Friends of NW. So F18 capex reflects the net amount after the Friends contribution.
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