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December 1, 2021

The Honorable Thomas Albert, Chair, and
Members of the House Appropriations Committee

Dear Chairman Albert and Committee Members:

AARP Michigan appreciates the opportunity to share our testimony with the Committee today regarding the
pressing need and current opportunities for the State of Michigan to make positive, lasting reforms to our state's
long-term care system. AARP is a nonprofit, nonpartisan 501(c)(4) organization that advocates on issues that
matter most to people age 50 and over, such as access to health care and long-term services and supports. AARP
has approximately 1.3 million members in Michigan.

The heartbreaking loss of life in nursing homes due to COVID-19 shed new light on the need to reform our state’s
long-term care system. Yet even before the pandemic, longstanding concerns with traditional nursing

homes have led families to seek alternative options which are unfortunately limited in our state. AARP urges the
Legislature to make use of one-time federal funding available to the State of Michigan under the American
Rescue Plan Act to meaningfully increase access to home and community-based services and other alternatives
to traditional nursing home settings. In particular, we appreciate the Committee’s interest in specific proposals to:

s Expand presumptive eligibility for Medicaid home and community-based services,

» Expand access to PACE to parts of the state where PACE is not currently available, and

¢ Pilot a transformation to single room occupancy as the new norm for nursing home care, building on
the “Green House” small house nursing home model.

We are enclosing a copy of our white paper entited Home at Last: The Historic Opportunity to Transform
Michigan’s Long Term Care System Using One-Time Funding in 2021 along with a separate document that
provides cost estimates for the proposals we set forth in that paper, including the specific proposals mentioned
above. These are reforms that are both sorely needed now, and that will pay off in the future as ongoing costs for
home and community-based services are significantly lower than costs for care in traditional residential settings.

Thank you for your work on this important topic, and for all you do on behalf of Michigan's older adults. If you
have further questions, please feel free to contact our Associate State Director for Government Affairs, Melissa
Seifert, at 517-316-6393 or mseifert@aarp.org.

Respectfully,
Paula D. Cunningham Lisa Dedden Cooper Melissa Seifert

State Director Manager of Advocacy Assoc. State Director/Govt. Affairs
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This paper describes the need for change in Michigan’s long
term care system and makes five recornmendations for how
HOME ) : :
policymakers can use one-time funding to overcome key
AT structural barriers in the current system. By making these
LAST strategic investments, policymakers can rebalance our broken
system and allow more Michigan residents to safely age in
place in the setting nearly everyone prefers: at HOME.

For more information about AARP Michigan’s work and any information
described in this paper, feel free to contact us.

Paula Cunningham, AARP Michigan State Director
(517) 316-5897 or PCunningham@AARP.org

Lisa Dedden Cooper, Manager of Advocacy
(517) 694-4017 or at LCooper@AARP.org

Melissa Seifert, Associate State Director for Government Affairs
(5617) 316-6393 or MSeifet@AARP.org

ﬁichigan

AARP is the nation's largest nonprofit, nonpartisan organization dedicated to empowering
Americans 50 and older to choose how they live as they age. With approximately 1.3
million members in Michigan, AARP works to strengthen communities and advocate for
what matters most to people age 50+ and their families including health security, financial
stability, support for family caregivers and livable communities, As a trusted source for
news and information, AARP produces the nation's largest circulation publications, AARP
The Magazine and AARP Bulletin. AARP does not endorse candidates for public office or
make contributions to political campaigns or candidates. To learn more about AARP visit

WwWw.aarp org.



EXECUTIVE SUMMARY

Michigan’s long term care system is in urgent need of transformation, as the COVID-19
pandemic tragically demonstrated.

New one-time federal funds that are available for use from 2021 through 2024 could allow
Michigan to achieve two big policy goals that have long eluded our state:

* “Rebalancing” the state’s long term care system to allow the majority of Michigan
residents to age in place in home and community-based settings, rather than in
nursing homes, and

e Improving the quality and safety of care provided by nursing homes for individuals
who remain in that setting.

Over the past decade Michigan policymakers have pursued and achieved incremental
progress toward rebalancing through the annual state appropriations process, and AARP
applauds those efforts. However, persistent waiting lists remain for home and community-
based care, and comparisons with other states show that Michigan can do better. The
pandemic also demonstrated the pressing need for reforms beyond rebalancing, to improve
how services are delivered across the continuum of care, including in nursing homes.

Opportunities exist to better align the supply and demand for services, to improve safety,
and to make more cost-effective use of the taxpayer dollars spent on long term care. This
paper offers policymakers five recommendations for using currently available one-time
funds to achieve these goals based on best practices already implemented in other states:

1) Creating statewide HCBS presumptive eligibility

2) Expanding assisted/independent senior housing with coordinated supportive
services

3) Providing HCBS start-up, expansion and innovation funding

4) Incentivizing small-house nursing homes (the Green House model)

5) Converting traditional nursing homes to 100% single occupancy rooms

Each of these proposals would incentivize needed structural changes in ways that will make
a difference for both the short- and long-term without creating additional funding obligations
for taxpayers when the one-time funds run out. Investing one-time funds as described in
this paper could help our state overcome key challenges in our long term care system that
have kept the state locked in a decades-long cycle of spending taxpayer dollars for care in
settings that are both more expensive than alternatives, and not what Michigan residents
want for themselves and their families.

AARP looks forward to working with policymakers to further explore, evaluate and
implement these proposals to improve quality of life for every Michigander as we age,
profoundly and for years to come.
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THE NEED FOR STRUCTURAL CHANGE

The COVID-19 pandemic exposed the dire need to reform Michigan’s long term
care system.

The heartbreaking loss of life in nursing homes due to COVID-19 and the isolation that
left countless others disconnected from loved ones shed new light on the need to reform
our state’s long term care system. Yet even before the coronavirus pandemic,
longstanding problems in traditional nursing homes led individuals and their families to
seek alternative options.

Recognizing this reality is not a criticism of the committed and hardworking staff and
leadership in Michigan’s nursing homes. The problem is with the current mode! of dense
congregate care and institutional processes that expose residents not only to significant
risks in a pandemic, but also to lower overall quality of life day-to-day.

Research shows most people who need long term care services strongly prefer to
remain in their homes. When they need or want to move to receive services, people
strongly favor assisted living residences or other home-like settings over nursing
facilities. In a survey commissioned by AARP in August 2020, 89% of Michigan
residents age 50+ said that if they ever need long term care, they'd prefer to receive
that care in their own home, and to avoid ever living in a nursing home.!

AARP research going back many years shows that this sentiment is not new. In an
extensive survey conducted in 2005 of Michigan voters age 45 and older, 83% of
respondents said that it was very important to them that long term care services be
available to enable them and family members to remain in their own homes as long as
possible should they need long term services and supports (LTSS).

Nevertheless, Michigan continues to rank below many other states in terms of the large
proportion of taxpayer dollars we spend to provide institutional care in nursing homes
compared to the smaller share of resources that go toward providing long term care for
older adults in home and community-based settings (HCBS). Currently, 68.5% of
Michigan’'s Medicaid spending for LTSS goes to pay for care in nursing homes, instead
of in people’s homes, where they want to be 2

In other words, the State of Michigan has continued to spend the majority of
taxpayer dollars for LTSS provided in nursing homes, despite data consistently
showing that the overwhelming majority of Michigan residents vehemently want
to avoid ever living in a nursing home.

This is why AARP Michigan advocates for “rebalancing” our long term care system.

AARP MICHIGAN - HOME AT LAST 1



Rebalancing has been a policy goal of AARP and other “Rebalancing” means

consumer advocates for decades not only because the delivering more long term
overwhelming majority of Michigan residents prefer to services and supports to
“age in place” in their own homes and communities, but people in home and
also because rebalancing Michigan’s long term care community-based settings,
system comes at a lower price per person. instead of requiring most
people to be institutionalized
Numerous studies have shown that states that provide a in nursing homes to receive
higher proportion of the long term care their residents these services.

need through home and community services save money.

In particular, studies show that Medicaid dollars can support nearly three older adults or
people with disabilities in home and community-based services for every one person in
a nursing home.? Statistical modeling found that increasing the portion of Medicaid
LTSS dollars toward HCBS by 2 percentage points annually can reduce overall
Medicaid LTSS spending by 15 percent over 10 years.* This means more people could
be served, at lower costs to the state, if our state “rebalances” our long term care
system.®

AARP’s most recent Long-Term Services and Supports State Scorecard ranks Michigan
at number 30 among all states based on how our state's LTSS system rates across 5
dimensions: Affordability & Access (Michigan ranks 30), Choice of Setting & Provider
(Michigan ranks 24), Quality of Life & Quality of Care (Michigan ranks 43), Support for
Family Caregivers (Michigan ranks 23), and Effective Transitions (Michigan ranks 27).5
The data used to compile the 2020 Scorecard were collected and analyzed in 2019,
which means the Scorecard paints a picture of LTSS system performance from before
the coronavirus outbreak began. However, the data and comparisons that the
Scorecard make provide useful information about evidence-based solutions and how
states with different approaches to long term care service delivery have fared.

A variety of alternatives exist that allow people to age in place by receiving long term
services and supports in home and community-based settings (HCBS), rather than in
traditional institutional settings’. Programs that provide HCBS in Michigan — with various
eligibility requirements, and funded by different combinations of taxpayer dollars —
include the MI Choice Medicaid Waiver Program, non-Medicaid services delivered
through Michigan's Area Agencies on Aging, Program of All-Inclusive Care for the
Elderly (PACE), and MI Health Link.

However, access to those services is limited in Michigan. The supply of long term
services and supports that are available in Michigan has been out of balance with
consumer demand for years. Nursing homes’ occupancy rates have been on the
decline, while waiting lists for home and community-based services persist.

AARP MICHIGAN = HOME AT LAST 2



Waitlists for HCBS exist in part due to statewide caps on the availability of home and
community-based services, such as the number of “slots” in the Ml Choice waiver
program, or the limited geographic areas in which PACE is offered.

Part of the problem is also due to the current practice in our state budgeting process by
which nursing homes receive automatic funding increases, whereas citizens and
organizations such as AARP must advocate for increases for HCBS on an annual basis.
Some years there are increases for HCBS, and some years not. And Michigan’s long
term care system continues to direct more people into nursing homes than necessary
for other reasons, too, because the system continues to be structured in a way that
favors that outcome.

WHAT ARE HOME AND COMMUNITY BASED SERVICES?

The terms “long term care” and “long term services and supports” (LTSS) refer to the broad
range of paid and unpaid medicat and personal care assistance that people may need — for
several weeks, months, or years — when they experience difficulty with self-care tasks as a
result of aging, chronic illness, or disability. These self-care tasks are referred to as
activities of daily living, such as eating, bathing, and dressing, and instrumental activities of
daily living, which are slightly more complex skills, such as preparing meals, managing
medication, and housekeeping.

The majority of long term care in the U.S. is provided by unpaid family caregivers, and there
are nearly 1.3 million family caregivers in Michigan. However, as a person’s care needs
become more extensive, paid LTSS delivered by direct care workers may be required.

Direct care may be provided by medical professionals such as nurses, or paraprofessionals
such as nurse aides or personal attendants. Of particular note for this paper, LTSS includes
both institutional care and home and community-based services (HCBS). HCBS includes
home health aide services, personal care services, adult day programs, transportation,
respite, caregiver training, care coordination services and more. They may be services that
are provided in the individual's home, or in another home-like setting, or services may be
delivered outside of the home but in the person’s community, such as at an adult day
program.

Access to these services can be life-changing for older adults and their families. Often,
simply providing assistance with self-care tasks can be the difference that allows someone
to remain in their own home, rather than go to a nursing home. These services can also be
the difference that allows an individual’s family caregiver to remain in the workforce, earning
income and avoiding lost productivity for Michigan businesses.
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BECOMING A MORE AGE FRIENDLY STATE

Michigan is one of the most rapidly aging states in the nation. By 2024, Michigan will become
the first state where residents age 65 and over will outnumber those under the age of 18.7

The percentage of residents age 65 and over — now at approximately 15% — is expected to
increase to nearly 22% by 2050. The percentage of residents age 85 and up is expected to
more than double, from 2.2% in 2015 to 4.8% in 2050. Already in 2021, 38.5% of Michigan's
population is age 50 and over, and in 23 of Michigan’'s 83 counties, the majority of the total
population is already age 50 or over.

In October 2019 the State of Michigan took the forward-looking step of joining the AARP
Network of Age Friendly States and the World Health Organization Global Network of Age
Friendly Cities and Communities, becoming only the fifth state in the nation to do so.

Improving Michigan’s long term care system is a crucial component of being an Age Friendly
State is to ensure that people can age in place in their homes and communities, living there
comfortably throughout their lifetimes.

Percent Population 50+
By >45.11065.2

By > 4241045

> 40110424

[N >37.810 401

[ 26.3t037.8

Source: Claritas, Inc. and AARP MUL 2021. Prepared by AARP Research.

AARP MICHIGAN — HOME AT LAST 4



CURRENT OPPORTUNITIES FOR ONE-TIME FUNDING

The State of Michigan will receive an influx of one-time federal funds under the
American Rescue Plan Act (ARPA) of 2021. Some of these funds are specifically
designated for enhancing, expanding, or strengthening home and community-based
services. Others are not specifically designated for long term care, but it is permissible
to use them for these purposes. In both cases, AARP believes using one-time funds to
transform Michigan’s long term care system makes sense, especially in light of the
vulnerabilities the coronavirus pandemic exposed in the current system.

Of particular note, Section 9817 of the American Rescue Plan Act provides states with a
temporary 10-percentage point increase in the federal medical assistance percentage
(FMAP) to “enhance, expand, or strengthen HCBS under the Medicaid program.™
Michigan is expected to receive $139 million in new one-time federal funding under
Section 9817, and the state will have until March 31, 2024 to spend those funds.®

Guidance from the Centers for Medicare and Medicaid Services (CMS) provides that
these funds can be used to increase access to HCBS for Medicaid beneficiaries,
adequately protect the HCBS workforce, safeguard financial stability for HCBS
providers, and accelerate long term services and supports (LTSS) reform. According to
CMS, states will be allowed wide latitude to use the funds for a variety of services
development, HCBS infrastructure, and state risk mitigation functions that have been
serious obstacles to rebalancing, but that have lacked a substantial federal funding
source until now.

in addition to the funding specifically earmarked for HCBS under Section 9817, ARPA
allocated $350 billion in more flexible Coronavirus State and Local Fiscal Recovery
Funds of which the State of Michigan is slated to receive approximately $6.5 billion.

As described in guidance from the U.S. Department of Treasury, these funds are
available for the State of Michigan to use for eligible purposes including supporting
public health and addressing negative impacts caused by the coronavirus pandemic.!!
States have broad flexibility to decide how best to use this funding. Given the
devastating impact of the coronavirus on residents of nursing homes and the
vulnerabilities in the current nursing home industry that were exposed during the current
pandemic, rebuilding Michigan's nursing homes in new ways to withstand the next
pandemic needs to be a priority for this spending. Better options can help ensure that
the tragedy currently unfolding in nursing homes never happens again. 2

There are many potential proposals that AARP Michigan could support for the use of

these funds that would increase access to HCBS and address needs in the system for
the short-term. Different approaches are also possible to help advance the long-term
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goal of rebalancing Michigan’s long term care system to allow a greater number of older
adults to age in place safely, independently and in good health.

The specific recommendations we present here are the ones that we believe have the
most transformational potential for our state: specifically, the potential to greatly
improve the system in Michigan for the long run without requiring increased state
spending after these new time-limited funds are exhausted.

FIVE PROPOSALS

The investment of one-time funding could create a lasting impact and benefit
older adults both in the short- and long-term by incentivizing a transformation
of the long term care system in Michigan to encourage more capital
investments in alternative long term care delivery models.

There are tried-and-true models such as Green House homes and PACE, as
well as newer models such as Support and Services at Home (SASH), to
provide independent senior housing with coordinated supportive services.
These funds also provide an opportunity to shift the norm in Michigan away
from favoring institutional settings.

This section describes 5 specific proposals that AARP believes are ripe for
adoption in Michigan:

1) Creating statewide HCBS presumptive eligibility

2) Expanding assisted/independent senior housing with coordinated
supportive services

3) Providing HCBS start-up, expansion and innovation funding

4) Incentivizing small-house nursing homes (the Green House
model)

5) Converting traditional nursing homes to 100% single occupancy
rooms

AARP MICHIGAN - HOME AT LAST &



CREATING STATEWIDE HCBS PRESUMPTIVE ELIGIBILITY

Medicaid eligible individuals who experience a health crisis and require LTSS often end
up in a nursing home because nursing homes are the only available LTSS providers
that can be paid for their services while Medicaid eligibility is being determined by the
state. Nursing homes operate under retroactive eligibility, which pays nursing homes
back for services provided during the eligibility determination period.

This leads to individuals being institutionalized unnecessarily, and unfortunately, once
someone requiring LTSS is settled in a nursing home, it is unusual for that person to
ever return back home.

Providing presumptive eligibility for Medicaid-funded HCBS allows individuals to begin
receiving HCBS immediately if a Medicaid applicant appears (is “presumed”) likely to be
both need- and income-qualified for a Medicaid-funded HCBS program. Michigan
currently allows for “partial” presumptive Medicaid eligibility for HCBS. Currently,
Michigan’s presumptive eligibility program is only available for Ml Choice Waiver
program participants, rather than for all Medicaid HCBS programs, and it is only
available in areas of the state where the local Mi Choice Waiver Agency (typically the
local Area Agency on Aging) has opted in to participate in presumptive eligibility. Under
the current system a Ml Choice Waiver Agency that opts in to provide presumptive
eligibility is financially responsible for any services delivered during the presumptive
period (often 45-180 days) if the state does not confirm their presumption after a full
eligibility determination is completed. These factors combine to limit the benefits the
state could otherwise realize if HCBS presumptive eligibility was more broadly available.

AARP recommends that Michigan broaden presumptive eligibility to include all its
Medicaid HCBS programs, and that one-time funds currently available for enhancing
HCBS under ARPA be used to create a statewide HCBS presumptive eligibility loss
pool to cover the startup costs of doing so.

During the start-up of presumptive eligibility programs, there are launch costs and
potential short-term financial risks for states, the most significant being that the full costs
of HCBS delivered during the determination period would need to be paid by the state if
inexperienced staff make the wrong presumption and eligibility is not approved. (In
mature programs, presumptive eligibility error rates have been found to be between 1%
and 2%). To cover start-up costs and the risk associated with such a program, the state
could use one-time funding to implement a statewide presumptive eligibility program,
including a loss reserve to cover any mistakes the state makes in eligibility
determinations during the first year of the program. Any remaining funds after the first
year could be reassigned to another initiative.
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It is an outdated element of Michigan’s current long term care system that our Medicaid
eligibility process still mostly presumes that the “normal” place for people to receive
assistance with self-care tasks as they age should be in an institutional setting. This
presumption runs contrary to both public preference and the core legal principle that
individuals should be able to receive services in the least restrictive setting appropriate
to the individual's needs.'?

Using one-time funds under Section 9817 of ARPA to establish statewide presumptive
Medicaid eligibility for HCBS programs would be a concrete step the State of Michigan
could take to decrease the negative vestigial bias in our system toward institutional
settings.

EXPANDING ASSISTED OR INDEPENDENT SENIOR HOUSING
WITH COORDINATED SUPPORTIVE SERVICES

Programs of All-Inclusive Care for the Elderly (PACE) provide a comprehensive service
delivery system and integrated Medicare and Medicaid financing for individuals age 55
and older who meet Medicaid’s long term care eligibility criteria. Michigan currently has
22 PACE centers that cover only certain parts of the state, which means that PACE is
currently unavailable to many Michigan residents who might otherwise qualify and who
would benefit from receiving PACE services.' High PACE program start-up costs
related to federal requirements hamper new PACE program development, particularly in
areas without an established and well-funded organization interested in launching a
program. While there has been increased interest recently from entities that want to
establish new PACE centers in geographic areas that already offer PACE services, the
need that exists is in those large swaths of the state where PACE is simply not
available.

One-time funds could be used to provide financial incentives for qualified non-profit
entities to establish PACE centers in areas that are currently unserved. The role of such
funding would be to cover the high but non-recurring start-up costs that abate after the
first year of operations, but that otherwise serve as a practical barrier to committed
nonprofits without the capital or debt capacity to front those costs.

As is already required in Michigan, prospective PACE organizations would need to
complete a feasibility study that includes evidence that the PACE organization “will
either be cost neutral or save money for long term care services provided by the State
in the service area.”'® Similarly, financial incentives could be offered to incentivize the
development of other types of home and community-based services such as new
independent senior housing options that provide coordinated supportive services,
particularly in communities where HCBS options are currently limited.
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On a national level, the National Well Home Network1® is a source for potential
innovative models, including the Support and Services at Home (SASH) program.'” The
SASH model provides population health services (wellness, prevention, and care
management) to low-income older adults. Research shows that SASH helps older
people live longer and more successfully in independent housing, with demonstrated
savings to Medicare and Medicaid.'® One or more SASH programs could be established
regionally, serving a series of affordable or public housing organizations and their
surrounding communities by making use of one-time funds, perhaps configured as a
three-year demonstration project.'®

PROVIDING HCBS START-UP, EXPANSION AND INNOVATION
FUNDING

As described further in the FINANCING MECHANISMS section below, one-time funding
could be used to allow a first-loss reserve and interest rate write down to create a low-
cost revolving loan program to fund pre-development, start-up, and business expansion
costs for viable HCBS and affordable housing projects not qualified for standard bank
loans. This recommendation would help address the lack of HCBS provider capacity in
low-income and rural areas in particular.

Increasing access to HCBS for low-income populations eligible for Medicaid is the
particular focus of Section 9817 of ARPA, which provides that the one-time funds
attributable to Section 9817’'s increased FMAP rate must be used to implement or
supplement the implementation of one or more activities to enhance, expand, or
strengthen HCBS under the Medicaid program. However, these programs would also
lead to benefits for “middle-income” families who quite often become “low-income”
families after they spend down their live-savings to pay for long term care for an elderly
family member.

Stakeholder involvement will of course be critical to the effective design of such a
program, but the funds could be administered by the state Treasurer or a third-party
such as a well-regarded community development financial institution (CDFI) with a track
record in non-traditional health care lending.

One-time funding under ARPA could also be used to address other persistent public
policy challenges facing Michigan’s long term care system that the Michigan
Department of Heaith & Human Services and stakeholders have as yet been unable to
overcome, even though experts in the field are all aware that they loom over us. One
looming problem is the direct care worker shortage. Another problem is the high cost of
home and community-based services, which — even though typically much less than the
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cost of nursing home care — puts these services out of reach for many middle class
families, or sends families into financial distress.

AARP Michigan proposes using one-time funding to create grants to pilot innovative
efforts to solve looming problems that have historically been unsolvable. Such an
innovation fund would ideally feature an advisory panel to review proposals, and would
provide funding for short-term or pilot efforts. An example of an innovative proposal
could be to pilot a particular technological improvement or service model that helps
family caregivers provide care for loved ones in their homes. Another example could be
the creation of a model to address the issue of individuals who do not need in-home
care 24/7 but who require assistance with activities of daily living (ADLs) that are
unscheduled but predictable, such as assistance with brief changes for individuals who
are incontinent (a/k/a fractional care for sporadic ADLs). The possibilities are wide, and
exciting.

SMALL-HOUSE NURSING HOMES (THE “GREEN HOUSE” MODEL)

AARP proposes that one-time funding be invested to incentivize capital investment in
Green Houses® or small-house nursing homes.2°

The Green House model, first developed in the early 2000s, is the most widely
researched small-house nursing home today. Green Houses or small-house nursing
homes offer much higher quality of life for residents and higher family satisfaction,?' but
the availability of this opportunity for Michigan residents to age with dignity in a home-
like setting with coordinated supportive services remains extremely limited.

Even before the coronavirus pandemic, longstanding problems in traditional nursing
homes such as infection control violations, low staffing ratios, and safety concerns led
some individuals and their families to seek alternative options, including small-house
nursing homes. Research now also shows that residents of Green Houses or small-
house nursing homes across the country fared significantly better than residents of
traditional homes during the coronavirus pandemic, with residents of Green Houses
facing significantly fewer cases of COVID-19 and fewer deaths from COVID-19.22

Green House and other small nursing home models are considered “nontraditional” due
to their size (10-12 beds), home-like features, and the use of “universal caregivers” — a
consistent, empowered work team of caregivers who are responsible for the range of
personal, clinical, and home care activities. Small-house nursing homes also
incorporate design elements that enable a safer living environment for people in need of
nursing-home levels of care.
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Currently, approximately 3,200 people nationwide live in Green House homes, including
6 Green House projects in Michigan.2® The majority of residents receive nursing care
and other services and supports such as personal care, hospice care and dementia
care. Almost 9 in 10 Green House homes (87%) are licensed as skilled nursing
facilities, and most of them are dually Medicare and Medicaid certified, allowing them to
offer Medicare-covered short-term rehabilitation services as well as long term nursing
home care.

Studies have found that, once they are up and running, the operational costs of small-
house nursing homes are comparable to the operational costs of traditional nursing
homes?! even though small-house nursing homes offer better safety and resident
satisfaction. However, start-up costs have been a barrier.

We urge the State of Michigan to explore the use of Coronavirus State and Local Fiscal
Recovery Funds under ARPA as a source of one-time funding to incentivize Green
House small-home nursing homes as an alternative to traditional nursing homes,
recognizing the system-wide public health weaknesses that the pandemic exposed in
institutional nursing home settings. Incentivizing capital investment in small-house
nursing homes would help spur transformational change and have lasting benefits to
improve the experience of aging in Michigan.

CONVERTING TRADITIONAL NURSING HOMES TO
100% SINGLE OCCUPANCY ROOMS

Finally, AARP urges the Michigan Legislature and Governor to find common ground to
improve quality of life for nursing home residents, not only in response to COVID-19 but
also to address longstanding concerns that have been around since before the
pandemic.

As this paper has demonstrated, the focus in Michigan needs to be on rebalancing our
current long term care system to increase access to services in home and community-
based settings. That's where most people prefer to be, and it costs taxpayers less.
Moving forward, nursing homes should no longer be considered the first or only setting
available for the delivery of long term services and supports for older adults and people
with disabilities in our state. However, for the minority of individuals who choose or
otherwise end up in nursing homes, our state must do better. Safety demands it.

For this reason, AARP Michigan recommends using one-time Coronavirus State and
Local Fiscal Recovery Funds available under ARPA to improve nursing home care by
incentivizing the conversion of existing, traditional nursing homes to facilities consisting
of 100% single occupancy rooms.
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The conversion to single-occupancy should include design elements to ensure that
residents have opportunities for healthy social engagement to avoid the negative effects
of isolation. Additionally, any such incentives should require that the conversion to
single occupancy be permanent, with claw-back requirements if a facility subsequently
increases room occupancy levels.

Even before the coronavirus pandemic, the dense, dormitory-style of housing for
residents in traditional institutional nursing homes made isolation and infection control
difficult for a variety of reasons.?® Hospital studies have long shown that single-
occupancy rooms offer improved patient care and a reduction in the risk of cross
infection.?® Research now shows a higher incidence of COVID-19 associated with multi-
resident rooms, showing that the more crowded nursing home rooms were, the higher
the rate of COVID-19 infection and mortality.2” A March 2021 report published by Health
Management Associates entitled Fundamental Nursing Home Reform: Evidence on
Single-Resident Rooms to Improve Personal Experience and Public Health found that,
compared to multi-resident rooms, “Single-resident rooms are associated with
decreased risk of facility-acquired infections, medication errors, resident anxiety, and
incidence of aggressive behavior, while improving sleep patterns, sense of privacy, and
satisfaction,"28

Other states have recently announced the use of coronavirus relief funds to eliminate
rooms with three or four beds in nursing homes.2? Connecticut and Minnesota in
particular have been leaders in repurposing and reimagining nursing homes and could
offer models for efforts in Michigan to improve quality of care and resident safety.

PROTECTING NURSING HOME RESIDENTS AND STAFF

During the pandemic, AARP urged the Legislature to prioritize the following with regard to
Michigan's long term care facilities:

= Ensuring that infection control measures are in place and that personal protective equipment
is available and properly used.

Ensuring that facilities carry out comprehensive testing for staff and residents.

Facilitating virtual and when possible in-person visitation for residents with family and friends.
Facilitating access for residents and family members to advocates from the Michigan Long
Term Care Ombudsman program.

Ensuring that nursing homes continue to be held accountable for providing the level of quality
care required of them.

A LA

Nursing home residents have rights that are guaranteed under the federal Nursing Home Reform
Act (42 CFR §483), which ensure individual dignity as well as safety.
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FINANCING MECHANISMS

AARP welcomes the opportunity to work with policymakers to assist in developing
specific plans for how the State might establish effective programs that use one-time
funds to create the types of financial incentives we are proposing in this paper.
Examples for making use of one-time funds in this way include:

Creation of an LTSS Pre-Development Loan Fund

Many smaller businesses and non-profits, especially in underserved areas, lack
the funds or investors required to finance start-up costs. An LTSS pre-
development loan fund could make use of one-time state funds to provide no-
cost or low-cost loans for providers of the types of long term services and
supports the state wants to incentivize. Then, as loans are paid back, the fund
couid continue as a revolving fund.

Creation of an LTSS Subordinated Loan Fund for Owner-Equity and
Working Capital

Conventional commercial lending structures generally require that 25-40% of a
project’s or business'’s financial needs be met through owner contributed risk
capital (aka “equity”) to insulate the remaining secured debt from potential
losses. For many financially viable LTSS businesses, affordable senior housing
projects, and long term care programs, the required equity is difficult or
impossible to raise due to the lack of competitive investment returns for
businesses serving majority Medicaid populations. A subordinated loan (i.e., a
loan that is only paid after the primary loan payments are satisfied) can act as an
equity stand-in. An LTSS subordinated loan fund focused on expanding access
to HCBS, affordable senior housing and service models, and innovative models
of licensed care settings would help new HCBS businesses develop, providing
the capacity necessary to rebalance the delivery of LTSS in Michigan and create
impactful, positive change for years to come.
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A CALL TO ACTION

The State of Michigan currently faces the following challenges and opportunities:

» Eighty-nine percent (89%) of Michigan voters want to avoid ever living in a nursing
home. If or when they need long term care services, they prefer to stay at home, or in
a home-like, community setting. The tragic experiences of COVID-19 highlighted the
deficiencies of Michigan’s current long term care system and reinforced existing public
negative opinions about traditional nursing homes.

» Alternatives to traditional institutional settings exist that allow people to age in place by
receiving long terms supports and services in home and community-based settings.
However, access to such services is currently limited in Michigan due to funding
constraints and a lack of HCBS providers in underserved areas.

» Once in place, ongoing costs for HCBS are significantly lower than costs for care in
residential settings, and the Green House innovations described in this paper have
similar operating costs to traditional nursing homes. However, access to the affordable
capital needed for start-up costs continues to be a significant barrier, especially for
settings intended to serve low- or moderate-income persons.

» One-time federal funding is now available to the State of Michigan that could be used
to fund the proposals described in this paper, including both billions of dollars in
Coronavirus State and Local Fiscal Recovery Funds and $139 million in new one-time
federal funding under Section 9817 of the American Rescue Plan Act (ARP) of 2021.

Michigan’s long term care system is currently locked in a broken cycle in which we continue
to spend too much taxpayer money for care in settings that are both more expensive than
alternatives, and not what Michigan residents want for themselves and their families. There
is a pressing need to transform Michigan’s long term care system.

The recommendations set forth in this paper would jumpstart efforts to rebalance
Michigan’s long term care system and spur the sorely-needed development that will deliver
that transformation. These proposals have the ability to improve quality of life for millions of
Michiganders. Not only are they life changing and sustainable, they also represent the
voices of the people we serve.

AARP appreciates the opportunity to engage with policymakers and stands ready to assist
in any way we can to help ensure the successfu! implementation of these proposals. Thank
you for the opportunity to be part of the process as we work together to achieve this great
vision for our great state.
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