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AFFIDAVIT OF LESLIE HENDRICKSON, Ph.D.

This day, December 22, 2009, Leslie Hendrickson, Ph.D., personally appeared before me, the undersigned notary public, and after being duly sworn, stated as follows:

1. 
My name is Leslie Hendrickson. I have a Ph.D. in Sociology, twenty-five years of Medicaid experience and have held management positions in the Oregon and New Jersey Medicaid programs.  For five years, as an Assistant Commissioner in the New Jersey Department of Health and Senior Services, I supervised 250 staff, a $1.5 billion nursing home reimbursement program, nursing staff in eight field offices that did 30,000 assessments a year, and Medicaid waiver programs for seniors and persons with physical disabilities.  For the last seven years, I have consulted on long-term living programs including nursing homes, assisted living homes and community based services, with the exception of the period from June 2007 to May 2008, when I was a visiting professor at the Center for State Health Policy at Rutgers University.  At Rutgers University I supervised a technical assistance center that was funded by the Centers for Medicare and Medicaid services to provide policy and information assistance to approximately thirty state long-term living programs.  Since 2002 I have worked in approximately 20 states conducting studies of their programs. My website at www.hendrickondevelopment.biz contains a listing of my work and the website www.hcbs.org contains 14 of my publications.  My latest publication is a 300-page study of California long-term living which was published in November 2009.
2.
This affidavit is based on my review of the transcript of the Informal Fact Finding Conference held November 19, 2009 and certain Exhibits related thereto including Abingdon Health Care Center’s (“Abingdon Center”) Exhibits 1, 2, 3, 4, 5, 6, 8, 15, 23, 24, and 26 and is submitted in response to affidavits dated December 14, 2009 by Mary Tellis-Nayak. 

3.
My familiarity with nursing facility reimbursement stems my five-year supervision of New Jersey’s nursing home reimbursement which provided approximately $1.5 billion in payments to 330 nursing homes each year during my supervision of it. As a consultant I also worked on the nursing home reimbursement procedures of California, Indiana, Kansas, Pennsylvania, and Maryland.     
4.
I have been asked to give my independent opinion on the question of whether in Virginia a 120-bed nursing facility is the optimal “economical” or “cost effective” size compared to a 180-bed nursing facility.  I examined the data below and found that it supports the finding that smaller homes have both higher reported direct and indirect costs in comparison to the applicable Virginia Medicaid ceiling and are also paid slightly more by Medicaid.  My opinion is that in 2007, in Virginia, 180-bed nursing homes had lower per diem operating costs than 120-bed nursing homes. 

5.
As indicated above, I first reviewed the transcript of the Informal Fact Finding Conference and affidavits submitted, and observed that no one has presented any data showing the relation between size of a home and cost, just their personal opinions though the DCOPN analyst indicated he disagreed with 120-bed nursing homes being an “optimal” size based on a study he had done. 

6.
To study the impact of nursing home size on cost I did two analyses. First I reviewed a workbook of 2007 nursing home expenditures and resulting Medicaid per diem calculations represented to be the nursing home data base of the Virginia Department of Medical Assistance Services (“DMAS”) for cost reports filed in 2007 (the “2007 NHDB Workbook”), and secondly I reviewed the Code of Virginia rules at 12 VAC 30-90.
7.
The 2007 NHDB Workbook contained Virginia nursing home costs and Medicaid per diem calculations based on costs reported for FYE 2007.  I understand counsel for the Abingdon Center will provide all parties with an electronic version of the 2007 NHDB Workbook.  
8.
In the worksheet labeled “O-U CEILINGS”, I identified columns labeled “LIC BEDS”, “PROS ADJ DIRECT OPER RATE”, and “PEER GRP DIRECT CEILING”. I used these columns to calculate if a home’s direct per diem costs were under or over the limit or “ceilings” for its “peer group” and if so by how much.  12 VAC 30-90-41 restates the establishment of peer groups consistent with 12 VAC 30-90-20 and states that “ b. Indirect patient care operating cost peer groups shall be established for the Virginia portion of the Washington DC-MD-VA MSA, for the rest of the state for facilities with less than 61 licensed beds, and for the rest of the state for facilities with more than 60 licensed beds.”  Still using the worksheet labeled “O-U CEILINGS”, I also identified columns labeled “PROS INDIR OPER RATE” and “PROS INDIR PEER GRP CEIL”.   I used these columns to identify if a home’s indirect per diem costs were over or under the limit for its peer group and if so by how much.

9.       I then grouped the results by the size of the home. I first looked at groupings of 30-bed intervals, e.g. 0-30, 31-60, 61-90 etc., and calculated the average amount that reported direct and indirect costs for homes in each group were above or below their respective ceilings. The first table below shows the results of this grouping.  For example, in the table below the second row shows that there were 71 homes that had from 31 to 60 beds and on average the direct per diem costs reported by these homes was .28 cents above the direct cost ceiling of their peer groups. The second row further shows that the reported average per diem indirect cost was $4.48 above the indirect per diem ceiling of their peer groups. Negative numbers in the table show that the average reported per diem costs were below the per diem ceiling of their peer groups. 

Table 1 Groups Homes in 30-Bed Intervals to Examine Direct and Indirect Per Diem Costs

	Number of Beds
	Number of Homes
	Direct
	Indirect
	Direct and Indirect

	0-30
	10
	 $ 131.43 
	 $ 35.65 
	 $ 167.08 

	31-60
	71
	 $     0.28 
	 $   4.48 
	 $     4.76 

	61-90
	21
	 $     3.20 
	 $   8.95 
	 $   12.15 

	91-120
	76
	 $    (4.89)
	 $   5.12 
	 $     0.24 

	121-150
	28
	 $    (2.39)
	 $   2.04 
	 $    (0.35)

	151-180
	32
	 $    (2.35)
	 $ (1.21)
	 $    (3.56)

	181-210
	15
	 $    (8.76)
	 $   2.71 
	 $    (6.05)

	211-240
	10
	 $    (6.98)
	 $ (3.30)
	 $ (10.27)

	241-270
	1
	 $    (5.58)
	 $ (2.90)
	 $    (8.48)

	271-300
	1
	 $ (28.58)
	 $ (4.14)
	 $ (32.72)

	301-330
	3
	 $     0.43 
	 $ (2.99)
	 $    (2.56)

	331-360
	0
	 $          -   
	 $   1.00 
	 $     1.00 

	361-390
	2
	 $    (4.15)
	 $   6.45 
	 $     2.30 

	Total
	270
	 $     2.39 
	 $   4.72 
	 $     7.11 


In my opinion, the table shows that there is tendency for larger homes to have smaller reported per diem cost, i.e. below ceiling costs. Data for the 0-30 beds group is skewed by the fact that 2 of the 10 homes have very high reported per diem costs. Data for the groups from 31 beds to 120 beds show that the sum of their reported per diem direct and indirect costs are generally higher than their peer group ceilings. Larger homes especially, from 150 beds and higher have, have reported costs that are below their combined direct and indirect peer group ceilings. 

10.
I next prepared a second table focusing on intervals around 120 and 180 beds. I looked at the average per diem reported costs for homes that were 100 to 140 beds and homes that were 160 to 200 beds. Again, I calculated how their average reported direct and indirect costs compared to their peer group ceilings. The second table below shows the results of this analysis. 

Table 2 Groups Homes in Intervals around 120 and 180 Beds to Examine Direct and Indirect Per Diem Costs
	Number of Beds
	Number of Homes
	Direct
	Indirect
	Direct and Indirect

	100-140
	92
	 $    (4.47)
	 $   5.03 
	 $     0.55 

	160-200
	45
	 $    (5.78)
	 $ (0.50)
	 $    (6.27)


The table, in its fifth column, shows that the sum of the reported direct and indirect per diem of homes with 100 to 140 beds is $.55 over their peer group ceiling. The table also shows that the sum of the reported direct and indirect per diem of homes with 160 to 200 beds is $6.27 under their peer group ceiling. I further examined the rates paid by Medicaid and found the rate paid to homes with fewer than 120 beds were slightly higher than the rates paid to homes with over 120 beds.


11.
 In my professional opinion, the data examined support the finding that in Virginia 120-bed nursing facilities are NOT the optimal “economic” or “cost effective” size in comparison to 180-bed nursing facilities.  What the data establishes is that on average homes of a size equal to or below 120 beds have both higher reported direct and indirect per diem costs in comparison to the applicable Virginia Medicaid ceiling and that homes with 150 beds or more are more efficient to operate as on average their reported direct and indirect per diem costs are lower than their Medicaid ceiling. 

I declare the foregoing is true and correct to the best of my information and belief. 
Affiant: __________________________________

Leslie Hendrickson, Ph.D.
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CITY/COUNTY OF ___











____)
The foregoing instrument was acknowledged before me, a Notary Public, this 22nd day of December, 2009, by Leslie Hendrickson, who has presented his identification and voluntarily acknowledged this instrument.
_________________________________, Notary Public

My Commission expires: __________________________________

Notary Seal
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