partment Public Health and Health

| of Health Planning Council
Project # 231044-E
Sunset SNF Operations LLC d/b/a Sunset Lake Center for |

Rehabilitation and Nursing

NEW YORK
STATE OF De
OPPORTUNITY.

County: Sullivan
Acknowledged: February 21, 2023

Program:
Purpose:

Residential Health Care Facility
Establishment

Executive Summa

Description

Sunset SNF Operations LLC, a Delaware limited
liability company authorized to conduct business
in New York State, requests approvalto be:
established as the new operator of Sullivar
County Adult Care Center (SCACC). SCACC is
a 146-bed, notfor-profit corporation, Article: 28
residential health care facility (RHCF) with a 17-
registrant licensed adult day care health
orogram (ADCHP). The RHCF and ADCHP
programs occupy leased space at 256 Sunset
Lake Road, Liberty (Sullivan County}. Upon
approval, the facility will be named Sunset Lake
Center far Rehabilitation and Nursing.

OnJanuary 9, 2023, the County of Sullivan
entared into a Facility Transiton Agreement
{FTA) with Sunset SNF Operations, LLC, for the
sale and acquisition of the operations associated
with the RHCF and ADCHP programs for the
assumpfion of certain liabilities estimated at
approximately $1M. The applicant willlease the
premises from Sunset Lake Local Development
Corporation (a notfor-prafit entity unrelated to
the applicant).

Ownership of the operations before and after the
requested change is as follows:

Current Operator
County of Sullivan

A Municipal Corporation

Proposed Cperator
Sunset SNF Operations, LLC

Members:

Sunset Operations Holdings, LLC  100%
Esther Klein 85%
Kathryn Perez 5%

OALTC Recommendation
Contingent Approva

Nesd Summary

There will be no changes to beds or services as
aresult of this application. Based upon weekly
census data, current occupancy, as of June 28,
2023, was 67.8% for the facility and 83.8% for
Sullivan County,

Program Summary

The individual background review indicates the
proposed members have met the standard for
approval as set forth in Public Health Law
§3606(2).

Financial Summary

The purchase price for the operations is the
assumption of certain liabilities estimated tc be
approximately $1 million, to be paid off during
the ordinary course of business. The proposed
budgetis as foliows:

Budoet Year One Year Three
Revenues $16,605,154 $17.385,098

$16,169,838 $16.574,923
$435,316 $810,175

Expenses
Net income

Health Equity impact Assessment
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! Recommendations

Long Term Care Ombudsman Program
The LTCOP recommends Approval. (See LTCOP Attachment A)

Health Systems Agency
There will be no HSA recommendation for this project.

Office of Primary Care and Health Systems Management

Approval contindent upon:

1. Submission of an executed Consulting Agreement acceptable to the Department of Heaith. [BFA]

2. Submission of a commitment signed by the applicant which indicates that, within two years from the
date of the councitapproval, the percentage of ali admissions who are Medicaid and
Medicare/Medicaid eligible at the time of admission will be at ieast 75 percent of the planning area
average of all Medicaid and Medicare Medicaid admissions, subject to possible adjustment based on
factors such as the number of Medicaid patient days, the facility's case mix, the length of time before
nrivate paying patients became Medicaid eligible, and the financial impact on the facility due to an
increase in Medicaid admissions. [RMR]

Approval conditional uporn:

1. This project mustbe completed by one year from the date of the recommendation letter, including
ali pre-opening processes, if applicable. Failure to complete the project by this date may constitute
an abandonment of the project by the applicant and the expiration of the appraval. Ittis the
responsibility of the applicant to request prior approval for any extensions to the project approval
expiration date. [PMU]

Council Action Date
September 7, 2023
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The table below shows the CMS Rating and the utilization of the six closest RCHFs to Sullivan County
Adult Care Center.

CMS ‘
Facility Name Rating B‘sdsv ather RHCFs Ogcupancy

As of :

B8/20623 Miles/Distance | 2018 | 202¢ | 2021 | 2022
Sullivan County Adult Care Center 1 146 | 0 miles/0 mins 80.8% [ 66.4% | 58.1% | 65.2%
Achieve Rehab 3 140 | 3.6miles/7T mins | 91.5% | 86.0% | 90.9% | 85.7%
Roscoe Rehab 4 85 | 20.8 miles/25 mins| 94.7% | 84.7% | 81.2%{ 86.2%
St Joseph's Place {Orange) 5 42 | 36.0 miles/44 mins| 93.6% | 70.9% | 69.7% | 59.2%
Highiand Rehab (Orange) 1 98 | 38.3 miles/41 mins| 89.3%92.6% | 81.1% { 92.0%
Middletown Park (Orange) 5 230 | 3B.6 miles/55 mins| 86.8% | 81.5% | 84.6% | 83.2%
Mountainside Care (Delaware) 5 82 | 42.7 miles/57 mins| 95.0°% | 96.0% | 82.0% | 65.4%

The following table provides the Case Mix Index (CM1) for the facility and surrounding RCHFs, which
refiects the relative resources predicted to provide care to a resident. The higher the case mix weight, the
areater the resource requirement for the residents.

Case Mix Index 20198 2020 2021

All All All

Payor | Medicaid | Payor Payor | Medicaid

Mix Oniy Mix | Medicaid Only!| Mix Oniy
Sullivan County Adult Care Center| 1.126 0.8282 | 1.0356 0.5206| 1.029 0.823
Achieve Rehab 1.4137 1.0246 [ 1.3333 1.345] 1.311 1.156
Roscoe Rehab 1.2651 1.2005] 1.2545 1.31251 1.161 1.328
St Joseph's Place (Orange) 1.3154 0.87611 1.178 0.887 1 1.098 0.884
Highland Rehab (Orange) 1.5336 1.2385( 1.4411 1.307 { 1.468 1.36
Middletown Park (Orange) 1.5242 1.23421 1.3783 1.2299] 1.458 1.32
Mountainside Care (Delaware) 0.9741 0.85091 0.8183 0.8125] 0.898 0.885

Medicaid Access

To ensure that the Residential Health Care Facility needs of the Medicaid population are met, 10 NYCRR
g‘*?ﬂ 3 requires applicants to accept and admit a reasonable percentage of Medicaid residents in their
rice area. The benchmark is 75% of the annual percentage of residential healthcare facility
admissions thal are Medicaid-eligible individuals in their planning area. This benchmark may be
increased or decreased based on the following factors:

« The number of individuals within the planning area currently awaiting placement to a residential
health care facility and the proportion of total individuals awaiting such placement that are
Medicaid patients and/or alternate level of care patients in general hospitals.

« the proportion of the fadility's total patient days that are Medicaid patient days and the length of
time that the facility’s patients who are admitted as private paying patients remain such before
becoming Medicaid eligble;

= the proportion of the facility's admissions who are Medicare patients or patients whose services
are paid for under provisions of the federal Veterans' Benefits Law;

« thefacility's patient case mix based on the intensity of care required by the facility's patients or
the extent to which the facility provides services to patienis with unigue or specialized needs:

« thefinancial impacton the facility due to an increase in Medicaid patient admissions.
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l Program Analysis | !

Project Proposal

This application proposes to establish Sunset SNF Operations as the new operator of Suflivan County
Adult Care Center, a 146-bed Residential Health Care Facility located at 256 Sunset Lake Road, Liberty.

Existing Proposed
Facility Name Sulhivan County Adult Care Center | Sunset Lake Center for Rehabilitation
and Nursing
Address 256 Sunset Lake Road Same
Liperty, NY 12754
RHCF Capacity 146 beds Same
ADHCP Capacity |17 Same
Type of Operator | Municipal Corporatinn (County) Limited Liability Company
Class of Operator | Pubic Proprietary
Operator County of Sullivan Sunset SNF Operations, LLC
Member:
n N ions Holdings, LLC 100%
Members:
Esther Kiein 95%
Kathryn Perez 5%

This application indicates that the proposed buyer will enter inte a new CASA (consulting and services
agreement) with Sunset Lakes Consulting LLC. The existing CASA between the County of Sullivan and
Sunset Lakes Consulting will terminate or ce the ownership transaction described in this application is
effectuated. There is a relationship between the parties in that the sole member of Sunset Lakes
Consulting LLC is Esther Klein, who is also a 95% member of Sunset SNF Operations LLC, the proposed
operating entity.

Upon approval of this Application, Sunset Lake Local Development Corporation (a not-for-profit entity
unrelated to the applicant) will lease the RHCF to Sunset Operations LLC for a term of 20 years.

Character and Competence

Esther Klein discloses employment at Cetapult Learning Center, LLC as a teacher's coach and indicates
self-employment as a Skilled Nursing Operator since October 2018. Esther indicates receipt of a high
school diploma and discloses the following ownership interests:

Nursing Homes

Ten Broeck Center for Rehabilitation & Nursing (NY) (27.5%) 10/2018 to present
Westhampton Care Center (NY) (3%) 01/2018 to present
Valencia Hills Health and Rehabititation Center (FL) (11.25%) 02/2022 to present
Seven Hilis Health and Rehabilitation Certer (FL) (11.25%) 02/2022 io present
Springs at Boca Ciega Bay (FL) (11.25%) 02/2022 to present
Springs at Lake Pointe Woaods (FL) (11.25%) 02/2022 to present
Surrey Place Healthcare and Rehabilitation (FL) (11.25%) 02/2022 to present
Diamond Ridge Health and Rehabilitation Center (FL) (11.25%) 02/2022 to present
Madison Health and Rehabilitation Center (FL) (11.25%) 02/2022 to present
Tampa Lakes Health and Rehabilitation Center (FL) (11.25%) 02/2022 to present

ScottLake Health and Rehabilitation Center (FLX11.25%) 02/2022 to present

End-Dated Nursing Homes
Atbey Woods Center for Rehab and Healing (MQ) (25%) 04/2017 to 06/2019

e B L R B e o T o T R R e
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Ownership Heaith I Quality

Faciiity Since Overali| inspection| Measure| Staffing|
New York
; Subject %* # Jokk *k
5y 1 L
Sullivan County Adult Care Center Facility
) Current ER s % %k A w kok * &
Ten Broeck Center for Rehabilitation & T
Nurain
Sing 10/2018 dededkded| dhkdkk | hkdekk | wk
- . v %k & %k % W ¥ &« % ox Kk *
LA e
Westhampion Care Center
112018 g dedede dedk kkkkd | hhdk
Florida
Ciirrent P %k K gk * %k % ¥ ok
Valencia Hills Health and Rehabilitation o
Center
212022 %* * ¥k hdedk %
Errant o ok de K * k& Xk & H dodk
Seven Hills Health and Rehabilitation Center
Fede ek * etk k4 dedokk
2/2022
Currant # ek * %k kAkkhd | xhhx
| Springs at Boca Clega Bay o s -
212022 * w B de e e ok
PR % ok e R K Je k% k e g ode wow *ede ke
Luitent
Springs at Lake Ponte Woods NNRRH] Whwdk | wawnwdk | ek
2/2022
Current dedkdkk| kkdkkk | Ahkwwk | dhbw
Surrey Place Healthcare and Rehabilitation
Rkdkdhdk|  Rdwk wedkedkde | ke
2/2022
Current o * ekl Bl
Diamond Ridge Health and Rehabilitation o
Center
| 2/2022 dedr * hkkdkr | hdkk
- Sedekdede| dedokok ok vk e e
Current
Madison Health and Rehabilitation Center
2/2022 Hkdhk] Fhdkk e dede Sk ¥
. Currant & k& % % K ok Kk &k ok
Tampa Lakes Health and Rehabilitaton R
Center
2/2022 Kk dok khkk | khkdk
i P dedow ok w ok ek &
! Current
Scoti Lake Health and Rehabilitation Center
2/2022 dedk ke ok stk kdekk | kkdk

Dsta date: 7/2023
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A review of the operations of Surrey Place Healthcare and Rehabilitation for the time period indicated
above reveals no enforcements.

A review of the operations of Diamond RRidge Health and Rehabilitation Center for the time period
indicaled above reveals no enforcements.

A review of the Operations of Madison Health and Rehabilitation Center for the time period indicated
above reveals ng enforcements.

A review of the operations of Tampa Lakes Health and Rehabifitation Center for the time period indicated
above reveals no enforcements,

A review of the operations of Scott Lake Health and Rehabilitation Center for the time period indicated
above reveals no enforcements.

Missouri
Information provided by the State of Missouri for Abbey Woods during the time period indicated above
revealed the foliowing:

* Recertification survey 1/24/209 continued noncompliance with uncorrected federal deficiency at
3/19/2019 revisit, continued noncompliance with new deficiencies at 4/1 12019 abbreviated survey, In
compliance at 4/24/2019 second revisit.

*  Recertification survey 3/20/2018 coninued compliance with new deficiencies at 4/30/2018
abbreviated survey, in compliance a® 6/13/2018 revisit.

®  Abbreviated Survey, continued noncempliance with new deficiencies at 12/18/2017 abbreviated
sutvey, continued noncompliance with new federal deficiencies, and uncorrected state violation at

®  AFederal CMP was paid for surveillance findings on 7/18/2017. Findings were refated to tag 684
Quality of Care cited at a G level (actual harm that is not immediate jeopardy), A revisit survey was

The individual background review indicates the Proposed members have met the standard for approvd as
Set forth in Public Health L aw §3606(2).
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= The applicant plans to improve occupancy by effectively marketing the facility to prospective
residents and implementing the following:
o The applicantintends to leverage its relationship with area staffing agencies, professional
associations, job training programs, and health fairs fo locate and hire additional staff,
v Strengthen relationships with area dociors, hospial discharge planners, and residents’
family members regarding improvements being made at the facility;
o Updating and beautifying resident rooms and dining rooms

Utifization by the payor for the first and third years after the change in ownership is summarized below:

Pavor Current Year Year One Year Three
Days % Days % Days %
Medicaid FFS 21,808 70.75% 35,036 70.75% 36,088 70.75%
Medicaid MC 4,405  14,23% 7,048 14.23% 7,259 14.23%,
Medicare FFS 1,740  5.62% 2,784 5.62% 2,868 5.62%
Medicare MC 580 1.87% 928 1.87% 956 1.87%
Private Pay 2331 7.53% 3730 7.53% 3.841 7.53%
Total 30,954 100% 49,5286 100% 51,012 100%

¢ The facility's Medicaid ad missions of 90.8% in 2020 and 65.0% in 2021 were above Sullivan

County’s 75% threshold rate of 28.9% for 2020 and 20.6% for 2021,
e The breakeven utilization is projected at 91.41% in the first year,

Facility Transition Agreement (FTA)

The applicant submitted an executed FTA to acquire the operations associated with the RHCF and
ADHP, which will become effective upon PHHPC approval. The terms are summarnzed below:

Date: January 9, 2023

Selier: County of Sullivan

Buyer: Sunset SNF Operations, LLC

Asset Acquired: | Rights, tile, and intarest in the assets used in the operations, Includes furniture and

equipment, inventory, computers, intellectual property, trade names, permits,
personal property leases, assigned contracts, books, and records, patient and
Supplier data, plans deposits (starting 10/1/21), accounts receivable, and cash

Excluded
Assets:

Before 10/1/21, accounts receivable, retroactive adjustments, intercompany
accounts, corporate recards, tax refunds, domain names, email ad dresses,
employee benefit plans, and accrued payroll taxes.

Assumption of

Expenses from the operations on and after October 1, 2021 (the Consulting Date)

Liabilitigs: accrue by the Consuking Agreement dated January 9, 2023
Excluded Any liability before the closing date
Liabifities:

| Purchase Price:

Assumption of Certain Liabiltties estimated at $1 milfion

Payment of the

Purchase Price:

Liabilities will be paid off during the ordinary course of business.

BFA Attachment A presents the net worth summary for Sunset SNF Operations, LLC mermbers, which
reveals sufficient resources to cover the assumed liabiliies. The applicant has submitted an original
affidavit, which is acceptable to the Department, in which the applicant agrees, notwithstanding any
agreement, arrangement, or und erstanding between the applicant and the transferor to the contrary, to be
liable and responsible for any Medicaid overpayments made to the facility and surcharges, assessments
or fees due fromthe transferor under Article 28 of the Public Health Law conceming the period before the
applicant acquiring its interest, without releasing the transferor of its liability and responsibility. As of May
18, 2023, the facility had no outstanding Medicaid liabilities.

WM
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BFA Attachment D presents the proposed members' ownership interest in the affiliated RHCFs and their
financial summaries. Based on the certified financial statements from 2019 through 2021, the facilities

had average positive working capital of ©2,331,000, average net assets of $3,714,500, and an average
net income of $1,412,500.

Conclusion
The applicant has demonstrated the carability to proceed in a financially feasible manner.

| Attachments ]

LTCOP AttachmentA | Long Term Care Omb udsman Program Recommendation

BHFP Attachment Map

BFA Attachment A Members' Net Worth of Sunset SNF Operations LLC

BFA Attachment B Pro Forma Balance Sheet, Sunset SNF Operations LLC

BFA Attachment C Financial Summary Sullivan County Adult Care Center 2019-2021 and their
2021 Certifiec Financial Statement

BFA Attachment D Proposed Members’ Ownership Interest in the Affiliated RHCFs and Financial
Summary

M
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Financial Summary

Sullivan County Adult Care Center

CON 231044
BFA Attachment C

FISCAL PERIOD ENDED 12/31/2021 12/31/2020 12/31/18
ASSETS - CURRENT $7.376,671 $4,223,122 $5,903,355
ASSETS - FIXED AND OTHER $15,927,761 $10,280,987 $4,669,839
LIABILITIES - CURRENT $18,211,458 $11,730,273 $9.054,656
LIABILITIES - LONG-TERM $40,157.374 $33.249,844 23,269,305
EQUITY -$35,064,400 -$30,475,808 -$21,750,767
iINCOME $10,036,379 $8,304,766 $9,903,623
EXPENSE $17,541.436 $20,548.864 $18,920,719
NET INCOME -$7,505,057 -$12,244,098 -$38,017,096
NUMBER OF BEDS 146 146 146
PERCENT OF OCCUPRANCY (DAYS) 58.08% 66.43% 80.76%
PERCENT OCCUPANCY (DAYS):

MEDICAID 85.00% 83.10% 81.40%

MEDICARE 7.50% 10.00% 8.00%

PRIVATE/OTHER 7.50% 6.90% 10.60%




CON 231044
BFA Attachment C cont
Sullivan County Adult Care Center

(An Enterprise Fund of the County of Sullivan, New York)

Statements of Revenues and Expenses and Changes in Net Position (Deficit)

Year Ended
December 31,
2021 2020
OPERATING REVENUES
Net patient service revenues
Skilled nursing facility $ 98709850 $ 8,100,885
Adult day care - 17,129
Tatal Net Patient Service Reventes 9,870,950 8,118,014
Other operating revenues 165,429 186,752
Total Operating Revenues 10,036,379 8,304,766
OPERATING EXPENSES
Professional care of residents 5,434,424 6,428,347
General services 4,204,880 4,555 840
Administrative services 1,758,707 1,693,817
Employee benefits 5,640,073 7,017,635
New York State cash assessment 421,170. 457,259
Depreciation 61,866 371,841
Interest expense 19,316 24,125
Total Operating Expenses 17,541,436 20,548,864
Loss from Operations (7,505,057) (12,244,098)
NON-OPERATING REVENUES (EXPENSES)
Inter-governmental transfers 2,285,023 4,111,021
Provider Relief Funds - CARES Act 631,184 754,166
interest income 258 1,286
Loss on disposal of capital assets - (5,025)
Total Non-Operating Revenues (Expenses) 2,916,465 4,861,448
Transfer of capital assets - (1,342 391)
Change in Net Position (Deficit) (4,588,592) (8,725,041)
NET POSITION (DEFICIT)
Beginning of year (30,475,808) (21,750,767)
End of year $ (35,064,400) § (30,475,808)

See notes to financial statements
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Affitiated Nursing Homes (Page 1)

Ten Broeck Center for Rehab

Kingsion NH Holding, LLC
Current Assets

Fixed Assets

Total Assets

Current Liabilities

Long Term Liabilities
Total Liabilities

& MNursing

Net Assets

Working Capital Position
Revenue

Expenses

Net iIncome

Fast End Mealth Care, inc. Westhampton Care Center

Current Assets
Fixed Asseis

Totat Assels

Current Liabilities
Long Term Liabilities
Total Lizbilities

Net Assets

Working Capital Position
Ravenue

Expenses

Net Income

Beds
County
258
Ulster

180
uffolk

l

w

CON 231044
BFA Attachment D (cont.)

12/31/2021  12/31/2020  12/31/2018
$11,329,790 $11,710,161  $7,646,295
~ $4,571,896  $3,521,819  $3,185,840
$15,901,686 $15,231,980 $10,832,135
$5,809,394 $8,878,776  $5,799,419
$2,705,585 $886,477  $2,665,038
$8,514,979 $9,765,253  $8,465,357
$7,386,707 $5,466,727 $2,366,778
$5,520,396 $2,831,385 $1.846,876
$33,495.564 $31,912,648 $29,026,726
$30,695,064 $27,981,140 $27,986,634
$2,800,500 $3,931,499  $1,040,092
12/31/2021  12/31/2020  12/31/2019
$10,391,362 $12,132,745 $5,472,356
$1,910,926 $1,419,998  $1,338,837
$12,302,288 $13,552,743 $6,811,193
$7.714,795 $8,716,647 $6,527,535
$120,705 $2,479,535 $39,802
$7,835,500 $11,196,182 $6,567,337
$4.466,788  $2,356,561 $243,856
$2,676,567 $3,416,098 -$1,055,179
$35,589,890 $29,806,638 $28.965,090
$27,216,690 $26,583,933 $28 345,889
$8,373,200 $3,212,705 $619,201



