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ACTION REOUESTED: Consider contract adjustments for medical ma1 practice and workers compensation for Shady Rest 
Care Pavilion, Inc. 

WHY ACTION IS NECESSARY: To adjust current required liability insurance. 

WHAT ACTION ACCOMPLISHES: Amends Operations and Lease Agreement with Shady Rest Care Pavilion, Inc. 
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Consider contract adjustments to amend the current Lease and Operations agreement for the Shady Rest Care Pavilion, Inc. 
The facility is required to provide $1,000,000/$3,000,000 effective July 1,2002. Staff is currently reviewing information and 
scheduling this item at this time so that the facility remains in compliance with their agreements. 
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MEMORANDUM FROM 
THE DEPARTMENT OF 

HUMAN SERVICES 
ADMINISTRATION 

Date: June 26.2002 

To: All Concerned Departments 

Re: Walk-on Blue Sheets (Numbers 20020782 and 20020783 

From: 

The attached blue sheet numbers 20020782 and 20020783 need to be walked on for the July 9,2002 Board of 
County Commissioners meeting. 

Blue Sheet Number 20020782 is to consider contract adjustments for medical malpractice and workers 
compensation for Shady Rest Care Pavilion, Inc. effective July 1,2002. 

Blue Sheet Number 20020783 is to execute a contract between Lee County Board of County Commissioners 
and The Health Planning Council of SWFL, Inc. for the Housing Opportunities for Persons with AIDS Program 
(HOPWA) effective July 1,2002. Approve a Budget Resolution to the General Fund in the amount of 
$70,338.00. 

Thank you. 



MEMORANDUM 
FROM 

OFFICE OF THE COUNTY MANAGER 
RISK MANAGEMENT 

Date: July 8,2002 

To: Board of County Commissioners From: Lori Parker Parson &P 
Risk Program Manager 

RE: CONSENT ITEM #5 (B) - SHADY REST CARE PAVILION, IN.C 

Pursuant to the attached memorandums from Karen Hawes and Anne Dalton regarding Shady Rest’s 
request to reduce the medical professional liability insurance requirements in the Operation and Lease 
Agreement, please be advised that the Risk Management Office is not in a position to recommend Board 
approval of this request. 

Based upon the limited information that has been presented, I cannot recommend the Board consider the 
coverage limits requested by Shady Rest. For your reference, attached please find a copy of a June 17, 
2002 memo that I sent to Karen Hawes, which clearly outlines my position regarding the insurance issues. 

Further, while I clearly recognize that market conditions and the high cost of this coverage make it 
necessary to explore other options, I don’t necessarily agree that lowering the limits of coverage to the 
bare minimum is appropriate nor would it provide adequate coverage to the Board of County 
Commissioners for the inherent liability we have as the owners of the facility. 

Without guidelines which establish industry standards for nursing home coverage, it is reasonable to 
require Shady Rest (just like any other contracted service provider) to carry limits of coverage which 
show financial responsibility and provides adequate/cost effective coverage. 

If at such time Shady Rest provides additional, more detailed information regarding the coverage they 
have obtained, I would be happy to review and provide the Board with my opinion. In addition, I would 
also be happy to have the County’s insurance broker (Arthur J. Gallagher & Co.) seek additional coverage 
options for Shady Rest, if the Board authorizes me to do so. 

I hope this information has been helpful. Should you have any questions, please do not hesitate contact 
me. 

cc: Donald Stilwell, County Manager 
Bruce Loucks, Assistant County Manager 
David Owen, Assistant County Attorney 
Andrea Fraser, Assistant County Attorney 
Karen Hawes, Director, Human Services 
Anne Dalton, Shady Rest Care Pavilion, Inc. 



MEMORANDUM 
FROM 

OFFICE OF THE COUNTY MANAGER 
RISK MANAGEMENT 

Date: June 17,2002 

To: Karen Hawes, Director From: Lori Parker Parsons 
Human Services Risk Program Manager 

RE: SHADK REST CARE PAVILION 

Per your request, I have reviewed Shady Rest’s proposal dated March 28,2002. More 
specifically, the sections pertaining to medical professional liability and workers’ compensation. 

Currently, Shady Rest is contractually required to carry minimum limits of $lM per occurrence 
and $3M per aggregate of medical professional liability insurance. In September 2001, the 
BoCC approved this reduced limit from its previous limit of $5M. 

I believe that the limits of insurance required by the BoCC afford Shady Rest reasonable 
coverage against losses. However, the nursing home liability insurance market in this state is at 
the crisis level causing many nursing homes (long terms care facilities) to completely drop their 
professional liability coverage or purchase it with very low limits. 

Thus, the legislature has once again reviewed the crisis that the nursing homes in the state of 
Florida are faced with. As such, it will become a requirement for all nursing homes to carry 
professional liability insurance effective July 1,2002. While the legislature has mandated that 
nursing homes must now carry professional liability insurance, they have not set any specific 
limits they must carry. To further help improve the availability of medical professional liability 
insurance for nursing homes, the legislature also approved a $6M loan to cover the capitalization 
expenses of a new Risk Retention Croup, thus making a move within the industry that will 
likely provide insurers with an opportunity to develop new programs (i.e., increasing the 
availability of this type of insurance). 

Be that as it may, Shady Rest will likely still be faced with affordability of coverage and have 
asked the BoCC to consider reducing the limits of medical professional liability insurance they 
are required to carry from $lM/$3M to $250W$500K. While this limit of insurance is the 
minimum that is available, I do not believe that it is “industry standard” nor do I believe that it 
would afford Shady Rest reasonable protection against losses. 



I would recommend that the BoCC consider reducing the medical professional liability limits to 
$500K per occurrence and $lM per aggregate. I have been assured that there is market 
availability for this coverage and more specifically, these limits. 

As far as Shady Rest’s request to have the option to self-insure their workers’ compensation 
coverage, I don’t necessarily have a problem with this as long as we can add language giving us 
the opportunity to review and approve the financial stability of such a program. I would 
recommend that the following language be added to what has been proposed: 

“SRCP may comply with the above requirements through the purchase of no deductible 
commercial insurance or the use of a combination of self-insured retentions (SIR) and 
commercial insurance commonly known as a self-funded program. Approval by the BoCC of 
such a program will be based upon the Lee County Risk Management Office review and 
acceptance of information relating to the financial stability and solvency of such a program”. 

I hope this information has been helpful. Should you have any questions or require my 
assistance further, please do not hesitate to contact me. 

cc: Bruce Loucks, Assistant County Manager 
Tony Majul, Budget Director 
David Owen, Assistant County Attorney 
Andrea Fraser, Assistant County Attorney 
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TO: Donald Stilwell 

From: Karen B. Hawes 

Date: 71812002 

Re: Agenda Item 5(b) Shady Rest Care Pavilion -Insurance 

Currently, in accordance with their agreement Shady Rest Care Pavilion, Inc. (SRCP, Inc) is required to 
carry minimum limits of $lM per occurrence and $3M per aggregate of medical professional liability 
insurance 

On July 5, 2002 staff was notified that the facility secured $250,000/$250,000 for professional liability. 
The premium cost for this coverage was $309,706. The facility received three quotes which are detailed 
in the July 5, 2002 letter from Ms. Anne Dalton, Chair of the Shady Rest Care Pavilion, Inc. Based on 
this information staff is recommending that the secured limits for professional liability be accepted and 
the Operation and Lease Agreement be amended accordingly. 

Additionally, SRCP, Inc. requested that the Operations and Lease Agreement be modified so that if 
they have the ability in the future to self insure they can proceed. Staff recommends that if the facility 
proceeds with self insurance that the Risk Management office review and recommend acceptance at 
that time to the Board of County Commissioners. 

Attached is correspondence received from Ms. Anne Dakon, Chair of the Shady Rest Care Pavilion, 
Inc. Board of Directors, dated July 5, 2002 and Mr. Sob Beiseigel, President, dated July 2, 2002. 

If you have any questions regarding this please contact me, 

CC: BOCC 1) 2, 3,4, 5 

Bruce Loucks, Assistant County Manager 

David Owen, Assistant County Attorney 

Andrea Fraser, Assistant County Attorney 

Lori Parsons, Risk Manager 
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SHADY RUST CARE PAVILION, INC. 
Not.for-Ff’ofit Nur-sln~ 81 fbhab h~I0eS 

a lkadlt.Lon in cerisq since 1958 
Karen Hawea, Dir&or, Department of Human Services 

Bomd of Dlrwtora. Sent via Faosimlle only: 239-662-7960 

July 5, 2002 

RE: Medloal Malvrectice Insure#?/Julv I, 2002 thmuah Julv I. 2003 

Dear Karen: 

AIG has Issued SRCP, Inc. a policy for the above insurance, with 
$Z5O,OW/S25o,9QO ooverage. The premium costs $309,706. The Board and 
staff had oonduoted an exhaustive aaerch ,for insurence with other limits. and 
were only able to obtain three other quotes: 

(A) Lloyds (CRC): $500,000/$1 million; $250,000 deductible plus mandatorv 
825O.QW letter of credit securing the deduotible, at a. premium cost of 
$450,000. We cannot obtain such a letter of credit, since SRCP holds 
title to no assets per the Agreements with Lee County. 

(B) Lloyds (CRC): $1 million/$1 million; $250.000 deductible plus mandatory 
$25Q,OOO letter of credit securing the deductlbre, at a premium oost of 
$626,09Q. This premium cost is completely unreasonable. 

(C) Essex: professional liability $50,000/$50,000 and hlgher limits on 
general liability; $5,000 deductible; $108,322 premium cost. Since the 
premium is over double the aggregate coverage, this shows the 
desperation in this Insurance market and is probably a response to the 
new law requiting all nursing homes to oarry “liablllty insurance”. 

No professional liability coverage was available at limits of $250,005/$500,000 
or $lmillion/$3 million. 

We are requesting the County Commission to reduce the medical malpractice 
liability insurance requirement to $250,000/$250,000. We are a 199% volunteer 
board, made up of Lee County oommunity members, and are trying to balance 
our obligations to the County with our fiduciary obligations to the impoverished 
elderly who reside at Shady Rest. Thank you for your consicleretion. 

Shady Rest Cars Pavilion, Inc. 
2310 North Airport Road, Fort Myers, FL 33907 

Telephone: 239/277-6000 Fax: 2391277~5003 

07/06/02 SAT 12:58 [TX/RX NO 81121 
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Business 

Decisions 

Inc. 

July 2,2002 

MS. Anne Daltm Berwrrl Chairman & 
Mr. Wss Mwan-ls, AdminMrator 
Shedy Rest Cars Pavilion, Ink 
2310 N. A@orl Road 
Ft. Myers, FL 3BD7 

RE! OpMonLetter 

Dear Arm and Was: 

Aiyourrequest,Iam~~toprwMe~b~s~ry0fhPWhuRinghDmeain 
Florida sre awantly handling th& liibllii inmnce ~~QW%WS. As you ktw, I IMJVO 
been a financial corwutlsni to the nursing hame Mdustry for ths past ei$Mean years. I 
h&m 6erved Shady Rest Nting Psvitim in !hs same capaMy sincB 1890. AS a 
rnutino part nf my jnb. I stay abreast Df varbue lnchtslry trends that &llTect me bng-wm 
fiancial viability end perfomwtcs of Florida’s nu&g homes. 

I mwntly had oacasian ta canvas vadaus nutSing hams industry raprwmt&ivss 
(Ownerlopembt’S, ptufksbnal essoclatian $xsMivas 
nursing hams liability kwmnce ewerag@ p3whuy ii?a~k~z 
sway, it appears that appwximatsly 35% of FbtIda nursing homes sre sit&x (1) 
obtainhg the minimun cuveraga that Inswars till write (I.e, $26,000 aggregate snnual 
lab5); or (2) going ‘bare’ until lhair lii rBmss up far renewal @rid thay am then 
forced t5 obtain some minlnw! ciwerage}. ‘the remaining 65% uf Ihe nursing homes, 
are abtainlng car cotmap (i.e. no meSningful excluaiorw) at th6 minimbun 1066 limits 
m2a~ per -m* sQo,ow aggwfWakbs0). Iamnotsarsrsofanyothw 
nu’sirt~ hcmes in Florida, besides Shady Rest, that have caverags loss limits in sxcws 
at thaw above, either baarues Re premiums are to0 high or the insurance is just not 
obtainable. 

PI&se fat ma know H I can provide any additionsl InFarinatiiDn on this issue. 

1805 Walter ttott ROPU 
‘l~lloharx.e. fL 32312.3051 
850.385-5513 
FAk 890.412-1738 
Bneil: bclsel@et,bobOrorldn@t.~t~.nef 

Robart A B&eigel 
President 
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