Lee County Board Of County Commissioners
Agenda Item Summary Blue Sheet No. 20020782

1. REQUESTED MOTION:

ACTION REQUESTED: Consider contract adjustments for medical mal 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.

2. DEPARTMENTAL CATEGORY: 05 3. MEETING DATE:
COMMISSION DISTRICT: CW 5 /Q O &~ Ob-RD02
4. AGENDA: 5. REQUIREMENT/PURPOSE: | 6. REQUESTOR OF INFORMATION:
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ADMINISTRATIVE | ORDINANCE B. DEPARTMENT _Human Services
APPEALS ADMIN. C. DIVISION
CODE
PUBLIC OTHER BY; Karen Hawes
% WALKON QM %

TIME REQUIRED: %%ﬁ\%ﬁ" il

7. BACKGROUND:

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 From: AnnArnaill ;EP FM
Deputy Director .

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

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.
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MEMORANDUM

FROM
OFFICE OF THE COUNTY MANAGER
RISK MANAGEMENT
Date: July 8, 2002
To:  Board of County Commissioners From: Lori Parker Parsonﬁ](j /0

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, 1 would be happy to review and provide the Board with my opinion. In addition, I would
also be happy to bave the County’s insurance broker (Arthur I. 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.

Ce: 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.

SADATARISK\LORNFORD\MEMOS\200\shaclyrest2 dat



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: SHADY 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 $1M 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 Group, 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 $1M/$3M to $250K/$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.

SADATARISK\LORNWORDWMEMOS 200 NShadyRest.dot



I would recommend that the BoCC consider reducing the medical professional liability limits to
$500K per occurrence and $1M 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. T 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 vou have any questions or require my
assistance further, please do not hesitate to contact me.

Ce: Bruce Loucks, Assistant County Manager
Tony Majul, Budget Director
David Owen, Assistant County Attorney
Andrea Fraser, Assistant County Attorney

SADATARISK\LORNVORD\MEMOS\2002\8hadyRest dot
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LEE COUNTY

CSOUTHWEST FLORIDA

l}\\iﬂ( Wﬁ Lﬂj U;( Q&Eﬁ From the Depariment of Human Services

To: Donald Stilwell
From: Karen B. Hawes
Date: 7/8/2002
Re: Agenda Item 5(b) Shady Rest Cars Pavilion - Insurance

Currently, in accordance with their agreement Shady Rest Care Pavilion, Inc. (SRCP, Ing) is required to
carry minimum limits of $1M per occurrence and $3M per aggregate of medical professionat 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 iimits 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 Dalton, Chair of the Shady Rest Care Pavilion,
Inc. Board of Directors, dated July 5, 2002 and Mr. Bob Beiseigel, President, dated July 2, 2002.

If you have any questions regarding this please contact me.
CC:BOCC1,2,3,4,5

Bruce Loucks, Assistant County Maneger

David Owen, Assistant County Attorney

Andrea Fraser, Assistant County Attorney

Lori Parsons, Risk Manager

® Page 1
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Board of Directore
Anrie Dallon, Esquita
Chalr & Freskient

Jezeph E, Barbaa
Vios Chalr

Thamas J. Datlah
Teassirar

Rebert L. Muray
Sacratary

Dongld P, Amenta, Esquire
Larry Hart

Reine Schiager

Danizs Hutnemnann, DRPH
Jamas Q. Halbroak

Hanty Ogedeghbe, FILD,
Dee Moson

© A Tradition in Caxing sinca 1958

SHADY REST CARE PAVILION, INC,
Notsfor-Profit Nursing & Rehal Services

Karen Hawes, Director, Department of Human Services
Sent via Facsimile only: 239-8562-7960

July 5, 2002
RE: Medinal Malpractice _Insurance/July 1, 2002 through July 1, 2003
Dear Karen:

AlG has lssued SRCP, Inc, a policy for the above insurance, with
$250,000/$250,000 coverage. The premium costs $308,708. The Board and
staff had conducted an exhaustive search for insurance with other limits, and
waere only abte to obtaln three other quotes:

(A) Lloyds (CRC): $5800,000/$1 million; $250,000 deductible pius mandatory
$250.000 letter of credit securing the deductible, at a premium cost of
$450,000. We cannot obtain such a letter of credit, since SRCP hoids
title to no assets per the Agreements with Lee County.

{B) Lloyds (CRC): $1 million/$1 million; $250,000 deductible plus mandatory
$250,000 letter of credit sacuring the deductible, at a premium cost of
$626,000. This premium cost is completely unreasonable.

(C) Essex: professional liability $50,000/$50,000 and highar limits on
general liability; $5,000 deductibla; $108.322 premium cost. Since the
premium is over double the aggregate coverage, this shows the
desperation in fhis insurance market and is probably a response to the
new law requiing all nursing homes to carry “Hability insurance”,

No professional liability coverage was available at limits of $250,000/$500,000
or $1million/$3 million,

We are requesting the County Commission to reduce the medical malpractice
liabllity insurance requirement to $250,000/$250,000. We are a 100% volunteer
board, made up of Lee County community members, and are trying to balance
our obligations to the County with our fiduciary obligations to the impoverished
elderly who reside at Shady Rest, Thanic you for your congideration.

incardly,
{ Anne on, gre

MAD\es
Shady Rest Care Pavilion, Inc.

2310 North Airport Road, Fort Myers, FL 33907
Telephone: 238/277-5000

Fax: 239/277-5003

07/08/02 SAT 12:58 ([TX/RX NO §112]
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July 2, 2002

Ms. Anne Dalton, Board Chairman &
Mr. Wes Edwands, Administrator
Shady Rest Care Pavilion, Ina.

2310 N. Airport Road

FL Myers, FL. 33807

RE: Opinion Lstter
Deer Anne and Wes:

Al your request, | am writing to provide & brief sunmary of how nursing homes in
Florida sre currently handiing their liabllity insurance coverages. As you know, | have
been a financial consuitant to the nursing home industry for the past eighteen years, |
have served Shedy Rest Nursing Pavilion in the same capacity singe 1930, As a
routine part of my job, { stay ahreast of various Industry frends that affect the long-termn
financial viability end performance of Florida's nursing homes,

| recontly had occasion to canvas various nurging home industry roprasantatives
(owner/oparators, professional association exacytives, accountants, et} regarding the
nunsing home liability insurance coverages presemtly in ferce. Based upon my informal
survey, it appears that approximately 35% of Florida nursing homes are either: (1)
obtaining the minimum coverage that inaurers will write {i.e, $25,000 aggregate annual
loss); or {2) going “bare” until their license comes up for renewal (and they are then
forced 16 obiain some minlmal coverage). The remeining 65% of the mursing homes,
are abtaining "real” coverage (i.8. no meaningful exciusions) at the minirurn loss limits
($250,000 per occurrence, $500,000 aggregate losc). 1 am not awars of any other
mursing homes in Florida, besides Shady Rest, that have coverags lose limits in axcoss

of those ahuve, either because the premiums are 100 high or the insurance is just not
obtainabte, .

Please let ma know if { can provide any additional information on this issue.
Best persarial regards,

B

2905 Watter Scott Road . Robert A Reiseigel
Talighassee, FL 372272-2051 President
&50.385-5573

FAX #50.422-17138%

email; belseige) . bob®worlgnet.att.net
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