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2% State Cap
Declining non-tax revenuesDeclining non tax revenues
Steep increases in pension/benefit costs
State shifting increasing costs related to g g
Psychiatric patients to Counties
Increasing capital expenditure needs due to 
age of infrastructure and facilitiesage of infrastructure and facilities
Anticipated spike in infrastructure costs 
related to Hurricane Irene



Extreme cost cutting measures of past two years mayExtreme cost cutting measures of past two years may 
not be available moving forward
◦ Closed Youth Shelter (Morris County Shared Svc.)
◦ Closed Juvenile Detention Center (Morris Co Shard Svc )Closed Juvenile Detention Center (Morris Co. Shard Svc.)
◦ Closed Medical Examiner Office (Mo.Co. Shared Svc)
◦ 20% Reduction in aid to not-for-profits
◦ Reduction of 74 employees in areas not related to◦ Reduction of 74 employees in areas not related to 

public safety or public health
◦ Move to State Health Benefits Plan
◦ Reduction of $500K to both SCCC and Sussex Tech◦ Reduction of $500K to both SCCC and Sussex Tech
◦ Significant reductions in Prosecutor and Sheriff 

Budgets
◦ Reducing Constitutional Officers salaries to State◦ Reducing Constitutional Officers salaries to State 

minimum





Annual Operating Deficitp g
◦ Projected as of 7/31/11 = $111,725
◦ Projected as of 8/31/11 = $298,324
◦ Projected as of 9/30/11 = $282,156

P j d f 10/31/11 $237 251◦ Projected as of 10/31/11= $237,251
Monthly deficit projection changes result from changes  in 
monthly revenue collection
Operational cost savings in 2011 influenced by:Operational cost savings in 2011 influenced by:

2011 Salary Freeze (value = approx. $150K)
Savings associated with move from self-insured (through 
CIGNA) medical benefits to State Health Benefits Plan on 
4/1/114/1/11
Savings associated with moving retiree benefit costs for 
prescription insurance to State Health Benefits Plan (active 
employees remain on self-insured (Medco) prescription Plan

◦ Deficit projections do not include future capital costs orDeficit projections do not include future capital costs or 
future post employment benefit costs



Homestead 2011 Year End Deficit Projection
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$7 3 M i it l dit j t d$7.3 M in capital expenditures projected over 
next 10 years
Medicaid cost reimbursement for capitalMedicaid cost reimbursement for capital 
expenditures produces annual rate of return 
on investment between 8% and 15% for 
capital investments between $102,000 
($1K/bed) and $5M

l f lAnnual cost of capital = 3% to 4%





Spending Year Effective July 1,  Reage Age
Capital 

Reimbursement  x Census (95%)

2012 2013 370,000  1994 19 12.73  35,369  450,247 

2013 2014 1,740,000  2004 10 16.43  35,369  581,113 

2014 2015 ‐ 2004 11 16.02  35,369  566,611 , ,

2015 2016 35,000  2004 12 15.61  35,369  552,110 

2016 2017 500,000  2007 10 16.43  35,369  581,113 

2017 2018 ‐ 2007 11 16.02  35,369  566,611 

2018 2019 200,000  2008 11 16.02  35,369  566,611 

2019 2020 1,850,000  2018 2 19.71  35,369  697,123 

2020 2021 1,700,000  2020 1 20.12  35,369  711,624 

2021 2022 700,000  2021 1 20.12  35,369  711,624 

7 095 000 5 984 7877,095,000  5,984,787 



Spending Year Effective July 1,  Reage Age
Capital 

Reimbursement  x Census (95%)

2012 2013 709,500  1996 17 13.55  35,369  479,250 

2013 2014 709,500  2000 14 14.78  35,369  522,754 

2014 2015 709,500  2004 11 16.02  35,369  566,611 , , ,

2015 2016 709,500  2008 8 17.25  35,369  610,115 

2016 2017 709,500  2012 5 18.48  35,369  653,619 

2017 2018 709,500  2016 2 19.71  35,369  697,123 

2018 2019 709,500  2018 1 20.12  35,369  711,624 

2019 2020 709,500  2019 1 20.12  35,369  711,624 

2020 2021 709,500  2020 1 20.12  35,369  711,624 

2021 2022 709,500  2021 1 20.12  35,369  711,624 

7 095 000 6 375 9687,095,000  6,375,968 



Spending Year Effective July 1,  Reage Age
Capital 

Reimbursement  x Census (95%)

2012 2013 3,600,000  2012 1 20.12  35,369  711,624 

2013 2014 388,333  2013 1 20.12  35,369  711,624 

2014 2015 388,333  2014 1 20.12  35,369  711,624 , , ,

2015 2016 388,333  2015 1 20.12  35,369  711,624 

2016 2017 388,333  2016 1 20.12  35,369  711,624 

2017 2018 388,333  2017 1 20.12  35,369  711,624 

2018 2019 388,333  2018 1 20.12  35,369  711,624 

2019 2020 388,333  2019 1 20.12  35,369  711,624 

2020 2021 388,333  2020 1 20.12  35,369  711,624 

2021 2022 388,333  2021 1 20.12  35,369  711,624 

7 094 997 7 116 2407,094,997  7,116,240 





(1) Present Value of Benefits $                       14,918,000.00 

(2) Normal Cost $                             624,000.00 

(3) Accrued Liability $                         8,296,000.00 ( ) y $ , ,

(4) Amortization (30 ‐ amortization of (3)) $                             328,000.00 

( ) l i d ib i ( ) ( ) ( ) $(5) Annual Required Contribution (ARC) = (2) + (4) $                             952,000.00 



Present annual cost of future (30 year ( y
horizon) liability of employee benefits
Assumptions:
◦ Medical costs increase at 8.5% in 2011 with a 

decrease of .5% annually until it reaches 5% in 2018 
and beyondand beyond
◦ Prescription costs increase at 10.5% in 2011with 

decrease of .5% until it reaches 5% in 2022
Dental costs increase by 5% annually◦ Dental costs increase by 5% annually 
◦ Medicare B premiums increase by 5% annually
◦ Annual average salary increase of 3%g y





Salary & Wage preliminary estimate shows 
increase of approximately $350K (1.75% 
increase on base)
Health Benefit preliminary estimate showsHealth Benefit preliminary estimate shows 
increase of approximately $650K
Continued State Medicaid cuts and possibleContinued State Medicaid cuts and possible 
migration to State mandated managed care 
for nursing homes





1.  Sale of Homestead to private or non-profit 
Corp.

2.  Transfer ownership to County 
Improvement AuthorityImprovement Authority

3 Continued County ownership and3.  Continued County ownership and 
operation



Advantages
◦ Large influx of cash (estimated by broker at $8M to 

$12M) to help replenish dwindling County cash 
reserves
◦ Insulation from uncertain future for Medicaid & 

Medicare
Ongoing property tax revenue from private facility◦ Ongoing  property tax revenue from private facility
◦ Reduction in indirect administrative time (payroll, 

benefits processing, unemployment processing, 
labor hearings, etc.)



Disadvantages
◦ One time employee severance costs ($500K +/-)◦ One time employee severance costs ($500K +/ )

costs could be charged against accrued sick/vacation trust fund (current balance approx. $1.8M) 
with cash from sale used to replenish trust

◦ Short term increase in County unemployment costs
◦ Administration of civil service layoff processy p
◦ Continuity of administration/staff during transition
◦ Cost/time of subdivision and land use approval (estimated 

at $60K +/-; 8 to 10 months)
◦ Reconfiguring sewer plant◦ Reconfiguring sewer plant 
◦ Inability to influence availability of Medicaid beds
◦ Loss of PEER Group funding and attendant impact to 

community groups (currently $130K distributed to 
i )community groups)

◦ Need to find vendor for preparation of “Meals on Wheels” 
food (Homestead currently responsible for daily prep)



PEER GROUP

AGENCY FUNDS SERVICE PROVIDED

Catholic Family & Community Services $                11,393  Meal deliveries @$10.60/delivery

Catholic Family & Community Services $                63,288  Adult day care @ $80.58/day

Karen Ann Quinlan Hospice $                10,216  Hospice care @ $145/day

Karen Ann Quinlan Hospice $                  7,180  Respite care @ $24/hourQ p $ , p @ $ /

Legal Services of NW NJ $                  2,400  Legal service @ $250/case

SCARC $                  8,000  Respite care @ $15/hour

Skylands Rides/SC Transit $                  4,000  One way trip @ $14/medical transport

Homestead $                  7,931  Meals on Wheels meals @ $4.35/meal

SC S i l S i $ 17 128 H k / h i @ $10/ hSC Social Services $                17,128  Homemaker/chore service @ $10/each

TOTAL $             131,536 



Advantages
◦ Shift cost off County budget◦ Shift cost off County budget
◦ Ability to renegotiate labor costs
◦ Oversight board whose only task is nursing home
◦ Ownership remains in public sector



Disadvantages
◦ Need for upfront (6 to 8 mos ) working capital◦ Need for upfront (6 to 8 mos.) working capital

Improvement Authority bonds $ to purchase nursing home. 
Debt service costs added to annual cost of operation. County 
guarantees debt and returns proceeds to Authority for working 
capital. If Improvement Authority realizes operating budgetcapital.  If Improvement Authority realizes operating budget 
losses County makes up differences.  If Authority defaults on 
debt county takes over debt service. 

◦ County guarantee of budget & debt service
◦ Time/cost associated with establishment of ImprovementTime/cost associated with establishment of Improvement 

Authority
◦ Loss of direct control
◦ Loss of potential for long term revenue enhancements

Ci il S i l ff◦ Civil Service lay off process
◦ One time employee severance costs
◦ Potential increase in short term County unemployment 

costs



Advantages
◦ Ability to continue provision of high quality care for 

C d & f lCounty residents & families
◦ Potential for long term revenue enhancement



dDisadvantages
◦ County retains responsibility for any and all losses 

related to the facilityy
◦ Uncertain future of Medicaid & Medicare
◦ State Medicaid Cuts

$400K cut to operating revenue$400K cut to operating revenue
Elimination of 10 day “bed hold” payment
Reduction in reimbursements for administration

◦ Continued high cost of public employee salaries &◦ Continued high cost of public employee salaries & 
benefits
◦ Aging facility and infrastructure



Review non-clinical staffing levels
Review/consider privatizing select functions
Collaboration with labor on benefit related 

icost savings
Install energy conservations measures 
outlined in County energy audit (annualoutlined in County energy audit (annual 
savings on measures with less than 4 year 
payback = approx. $28,500)p y pp , )
Consider earlier proposed solar energy 
system



Increase daily occupancy of rehab unit beds 
Adjust case mix to maximize reimbursement 
levelslevels
Consider closer partnership w/other Sussex Co. 
health care providers
Pl / i i l i i iPlan/time capital improvement to maximize 
return  on investments through Medicaid 
reimbursements
Decrease PEER grouping community grants to 
minimum 10% level



Rebranding – consider name change to more 
accurately reflect changing dynamic of long 
term care, short term rehabilitation and other 
programsprograms.
Enhance marketing – recognizing competition 
with area private nursing homeswith area private nursing homes



Nursing Facility Rate Setting and Reimbursement Cost 
Report (2006-2010)Report (2006 2010)
County of Sussex Postretirement Health Plan – Actuarial 
Valuation For GASB 45 Purposes – For the Fiscal Year 
Ended December 31, 2010
C d f H G t C t TCorrespondence from Hay Group to CountyTreasurer
Bernard Re regarding Homestead Other Post Employment 
Benefit (OPEB) Liabilities (October 10, 2011) 
Operations Assessment (ParenteRandolph); September p ( p ); p
2006
Financial  and Market Analysis for Additional Nursing Beds 
at The Homestead (ParenteBeard); December 8, 2009
Marketing Positioning & Pricing Analysis (Marcus &Marketing Positioning & Pricing Analysis  (Marcus & 
Millichap); June 2011



Sussex County Homestead Central Services Indirect Costs and 
Fixed Assets Inventory/Depreciation Reports for Calendar Year y p p
2010 (Technical Analysts for Government, Inc.); March 29, 2011
Homestead Nursing Home Facility Energy Audit (Concord 
Engineering Group);
Juvenile Detention Center Homestead Nursing Home Solar EnergyJuvenile Detention Center Homestead Nursing Home Solar Energy 
Assessment (Eneractive Solutions); December 2008
Solar Study Findings Juvenile Detention Center and Homestead 
Nursing Home (Eneractive Solutions); January 2009
Email memo from SC Facilities Director Joe Biuso to CountyEmail memo from SC Facilities Director Joe Biuso to County 
Administrator John Eskilson and Ron Tappan – Administrator of 
the Department of Central & Shared Services re: Capital 
Improvement Program Long Term Health Facility (Homestead); 
August 16, 2010August 16, 2010
Various Reports – MSI Financial Accounting Software for County 
of Sussex



Please contact

◦ County Administrator John Eskilson
By phone: (973) 579 0250◦ By phone: (973) 579-0250
◦ By email:   jeskilson@sussex.nj.us


