Proposal:   Seeking support for including skilled nursing facilities in five counties (Mille Lacs, Isanti, Pine, Kanabec and Chisago) in Geographic Group III so that they may be competitive with homes in neighboring counties.
Background:
Historically, there were reimbursement limits for skilled nursing facilities for operating costs based on three peer groups by counties—Geographic Group I, II and III.  Group I had the lowest limits and Group III the highest. Nursing facilities in Mille Lacs, Isanti, Pine, Kanabec and Chisago were grouped into the Geographic Group II but are surrounded by other nursing homes in the Geographic Group III. 

There are a total of 11 skilled nursing facilities in these 5 counties with a total of 852 beds and 1800 employees. Due to historical factors, including the difference in the operating cost limits, the average rate in these 11 facilities is 13.5% below the average for the surrounding counties in Geographic Group III.  In some cases, there is more than a 20% difference. 
The Problem:

The difference in reimbursement for Group II and Group III has resulted in a competitive disadvantage for homes in these five counties in their ability to recruit and retain staff.  This has a direct impact on their ability to provide quality care for their residents and provide services close to home.  
The nursing homes in these five counties pay at least $2.00 per hour less for professional nursing staff than those facilities in surrounding counties.  These homes face competition for staff because many of these facilities are within a short driving distance (10-15 miles) from homes that receive higher operating rates.   They also face competition from hospitals and other health care entities. 
· St Clare is the only skilled nursing facility in Kanabec County.  They recently lost four nurses to the hospital and one to the prison in Rush City.  A recent survey confirmed that they were the lowest paying facility in the area.  The loss in licensed staff resulted in closure of their 14-bed Short Stay Rehab unit.  Patients must receive short-term rehab services outside of their community.  The county is also in need of additional services such as memory care but those services cannot be provided without adequate staffing.

· Grace Point Crossing in Cambridge (Isanti County) currently operates 232 beds.  They are experiencing a shortage 24 FTE RN/nursing assistant positions per pay period  In 2013, they received a survey tag from MDH for inadequate staffing. Admissions have to be closely monitored and some admissions have been declined due to insufficient staffing needed to provide quality care. At the same time, the demand for skilled nursing services continues to grow in the community.
· Ecuman in North Branch is 15 minutes  from a Group III facility.  In the past 3 months, they have lost 3 CNAs to a Group III facility for $2.50 more an hour and have also lost many RNs to the hospital for over $8 more an hour.  This results in high turnover of staff.  Lack of consistency in providing care for vulnerable adults has a significant impact on quality of life.
· Milaca Elim Care & Rehab Center, is 86-bed facility and has approximately 140 employees, most who are part-time.  Like the others, they have difficulty in recruiting nursing personnel and are within 12 miles of a facility that receives the Group III reimbursement.  Recently when they advertised for an RN, they received an application from a nurse who had lived in Elk River (Group III facility) but was relocating with her husband to Milaca.  When she was told what she would be making at Milaca, she laughed out loud and abruptly ended the interview.  This scenario is not uncommon as they can make more money in Benton or Sherburne county. 
· Elim in Princeton is in Mille Lacs County (Group II) but only 10 blocks north of Sherburne County(Group III). In fact, the Princeton hospital moved across the border to receive this higher reimbursement level.  Rates for Elim were $706,000 less per year in comparison to facility in Elk River (assuming caring for the same residents) just 17 miles away.  Lower wages result in high turnover. 58% of RNs have been with Elim for less than 13 months and 71% of nursing assistance less than 2 years.  In 2013, they received a MDH survey deficiency for inadequate staffing. Currently, 17% of their nursing positions are open and there is greater reliance on pool/temporary agencies resulting in a cost of $64,000.  Staff are very mobile and can drive reasonable distances to make more money. There are 23 nursing homes in Group III within 40 miles of Princeton.
It is important for vulnerable people to be able to remain in their communities to be close to family and friends and receive the services they need. Consistent care from caring staff, that they know and trust, is critical to a frail elderly person’s quality of life. High turnover in skilled nursing staff because of low wages is a problem across the state.  However, this problem has been further exacerbated in these five counties as they are forced to also compete with homes in neighboring counties that receive higher rates. 

We ask for your support in ensuring these nursing facilities can continue to care for the frail elderly by adjusting their rates so that they are competitive with neighboring facilities in Geographic Group III.

