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Executive Summary

National Church Residences (NCR) is a not for profit housing organization that began providing
housing in 1961. The organization currently provides housing in 28 states and Puerto Rico with
over 22,000 units. In Ohio, NCR has been‘employing multiple funding sources to create an
assisted living level of housing that also includes onsite health care services. The funding and
individuals served is expected to increase over time as the existing population in the NCR
facilities convert to the Ohio Assisted Living Waiver (AL Waiver). Ohio's AL Waiver pays for the
costs of care in an assisted living facility for certain people with Medicaid, allowing individuals
to use their resources to cover "room and board" expenses. Individuals who meet certain
service and level of care needs and meet established financial criteria may be eligible for Ohio's
AL Waiver.

This innovative use of funds and services provision has allowed for the diversion of over 90 low-
income Ohioans from nursing homes and has successfully resulted in better outcomes at a
lower cost with higher levels of satisfaction. As a result of these pilots, NCR believes that it
brings valuable social good to expand their development of this model of housing. In order to
expand, National Church Residences felt it critical to answer the following questions:

e Can we provide validated proof of the savings to the Medicaid system?

e If we can provide proof, would National Church Residences (and others) want to
replicate these pilots?

e If we want to replicate these pilots but the US Department of Housing and Urban
Development (HUD) has no additional capital grants available, would the capital
markets be willing to provide capital if the state provided a commitment to the
supportive services funds?

e If the capital markets would come to the table, what would the structure look like?

NCR plans to expand their development of this model of housing. While the AL Waiver provides
funding for the services for individuals, HUD dollars were used to fund required structural and
accessibility changes to the facilities in order to comply with physical plant requirements to
serve Medicaid AL Waiver recipients. One challenge for supportive housing programs is the
need to weave together separate sources of income to pay for the capitalization of the project
and the necessary services. Medicaid will not fund the building or renovation of facilities, but
will fund services. NCR funded the capital expenses for the last three projects with HUD dollars.
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Because HUD funds are limited, capital funding from other sources is needed to continue the
nursing home diversion work that NCR began.

The HUD funding received by NCR was from the HUD Assisted Living Conversion Program
(ALCP). The ALCP provides funding for the physical costs of converting some or all of the units
of an eligible development into a building that can be inhabited by individuals receiving the AL
Waiver. This includes the unit configuration, common and services space and any necessary
remodeling, consistent with HUD or the State's statute/regulations (whichever is more
stringent). The facilities must have sufficient community space to accommodate provisions of
meals and supportive services, as well as other requirements described in the Notice of Funding
Availability. Funding for the supportive services does not come from HUD but must be
coordinated by the owners or residents, either directly or through a third party.

NCR funded this research project with a grant from the Kresge Foundation. NCR sent out a
Request for Proposal to find a consulting group who would examine the NCR housing and
services model, work with the state of Ohio (Departments of Mental Health and Medicaid),
provide data analysis, and provide a literature review.

The first goal of the work was to determine the overall cost differences between the 90
individuals living at NCR facilities when compared with individuals residing in nursing facilities.
A comparison was also made between the health services usage (claims data) between
individuals with the same functionality scores (RUGs scores) who live either in an AL waiver
facility or a nursing facility. The daily rate and cost differential between the individuals in a
nursing home and those in under the AL Waiver was a little over 73 dollars. The model
demonstrated that if a funder such as Medicaid committed even a small percentage of this
dollar difference to community based housing and services, more individuals could be moved or
diverted from nursing homes.

A second goal was to determine if there were other states that already had solved these
questions in a way that could be replicated in the state of Ohio. NCR requested that the
consultant complete a literature review concerning the current model employed by NCR and
look to other states for their innovative approach to providing both housing and services.
Unfortunately, the search identified limited models that could be imported to the state.

A final goal was for the consultant team to propose a new funding model that could access
Medicaid funds for affording housing development. In collaboration with two additional
financial consulting firms (Recap Advisors & National Affordable Housing trust), HMA suggested
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that there are at least two possible options that should be considered by National Church
Residences & the State of Ohio. Details of these options are found in Appendices A & B.

Option A (Appendix A) — utilizes existing affordable housing financing tool referred to as the
“low-income housing tax credit” in combination with a federal 1115 waiver requested by the
state of Ohio to allow Medicaid reimbursement for capital purposed. After consultation by
HMA with Ohio state officials, the Centers for Medicare and Medicaid, and internal waiver
experts at HMA, it was determined that the 1115 waiver could be one of the most effective
mechanism to achieve the goal of accessing Medicaid funding for the development of
affordable housing. This will be an innovative approach to the use of Medicaid funds, but one
that clearly would allow for the expansion of more effective housing models. The details of this
model were created by the National Affordable Housing Trust.

Option B (Appendix B) — employs an innovative financial approach for scaling social programs.
Referred to as a “Social Impact Bond”, it is referred to as a “multi-stakeholder partnership in
which philanthropic funders and impact investors — not governments — take on the financial risk
of expanding preventative programs that help poor and vulnerable people."1 This model
allows for the repayment of bonds based on the savings that will be realized by governments
with the development of innovative approaches to services provision. Rather than paying for
treatment, Social Impact Bonds would provide the funding to invest in prevention services. As
savings are realized, the bonds would be repaid to the investors. This model could easily be
applied to housing and the dollars could be used to fund both the capital and services needs of
the housing projects. The details of this model were created by Recap Real Estate Advisors.

Proposal Purpose

Health Management Associates was awarded the contract and partnered with the Ohio Colleges
of Medicine Government Resource Center (GRC) to assist with the literature review and the data
collection and analysis. The tasks of the proposal:

1. Conduct a literature review to include information on existing supportive housing
models utilized across the US, with attention to use of evidence-based services/supports

! McKinsey & Company. From Potential to Action: Bringing Social Impact Bonds to the US.

27
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and financing models. Summarized the literature and references in the final report along
with a catalogue of the articles.
2. In order to examine the characteristics of persons who currently reside in NCR or NCR-

equivalent type residences and provide a comparison with residents in nursing facilities,

the following tasks were completed:

MDS assessments were completed on all of residents in the three AL programs
managed by NCR in order to develop a demographic and clinical profile of these
residents based on the RUG scores. MDS assessments were obtained for all
nursing home residents in the state with the same RUG score.

A comparison was made between NCR AL Waiver residents and the nursing
home population using a subset of nursing home residents that have a similar
clinical and demographic profile to NCR AL Waiver residents (RUG scores).

In order to determine the cost differential that exists between consumers served
in NCR AL units to similar type consumers residing in nursing homes the following
methodology was used:

Determined the average nursing home reimbursement rate for individuals
residing in nursing homes with characteristics identified above. The average
reimbursement rate was determined in part by the acuity score given to the
resident and the quality score earned by the nursing home. An average quality
score will be assigned to the residents of interest.

Calculated the average AL waiver rate for individuals in NCR ALs who receive the
AL waiver.

For identified Medicaid nursing home and NCR AL residents, determined the
service costs for professional health care services provided outside the AL Waiver
or nursing home per diem (e.g. card services) from the fiscal year 2010-2011
Medicaid claims data, which was the most current complete data set available for
analysis;

Calculated the per diem costs difference for all Medicaid services for the NCR AL
and the relevant nursing home population.

In addition, HMA also conducted multiple meetings with state agency personnel including the
State of Ohio Medicaid Director, the state of Ohio Mental Health Director, and the Director of
the Governor's Office of Health Transformation.
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Project Timeline/Events

Health Management Associates (HMA) submitted a proposal on January 31, 2012. They
provided a team of HMA staff and partnered with Ohio Colleges of Medicine Government
Resource Center (GRC) to provide the necessary research-driven approach to determining the
impact of the NCR model on the use of nursing home beds.

HMA was contacted on February 28, 2012 and the contract was signed by March 6. March 13,
2012 was chosen as the date for an onsite project kick-off meeting. Kate Lyon and Alicia Smith
from HMA and Dushka Crane-Ross and Barry Jamieson from GRC attended the meeting to learn
more about NCR, tour the Stygler facility, and meet Jim Bowman and Mike Dummermuth from
the National Affordable Housing Trust (NAHT). In addition, Kate Lyon and Alicia Smith met
several NCR staff members who are responsible for obtaining MDS (minimum data set)
information on individuals living in NCR housing on the AL Waiver.

After the kick-off meeting, HMA began to hold phone meetings with GRC. Outside of this
regularly scheduled meeting, the project manager from HMA, Kate Lyon, had multiple calls with
Barry Jamieson from GRC to ensure that the data requests were in place, the MDS information
was being collected by NCR staff, and that the needed agreements between all three parties
(NCR, HMA, GRC) were either in place or in process.

The data request to the Ohio Department of Jobs and Family Services (JFS) was completed and
submitted on March 15, 2012. Staff members from the Housing Committee ensured in
facilitating this submission and ensuring that it was prioritized within JFS. Barry Jamieson also
worked closely with NCR staff to begin the process of obtaining MDS information. NCR
developed an abbreviated format which was approved by GRC. This information was obtained
on the 90 individuals residing within NCR housing who are on the AL Waiver.

Beginning March 28, 2012, Chris Wilks of GRC began the literature review by surveying articles
on the specific topic of housing, housing as a diversion from deep-end service systems, and
supplemented the literature review with additional articles.

A meeting (April 17, 2012) was scheduled with the Housing Committee to discuss the outcome
of the first planning meeting, progress on the project, and any necessary support the group
needed to move the project forward. The Directors of Medicaid (John McCarthy) and Mental
Health (Tracy Planck) and the director of the Governor’s Office of Innovation were present
(Greg Moody). The goal was to provide an overview to the directors on the project, to obtain
their buy-in along with introducing the concept of a state investment in housing. In addition to
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this local work, Alicia Smith approached CMS about the need for Medicaid to consider some
type of provision for housing. She also tapped several HMA Medicaid/waiver experts about how
to use traditionally treatment-based dollars for housing.

The meeting was well attended with both state directors remaining for the meeting’s entirety.
NCR/HMA/GRC learned that the Department of Mental Health was investigating the use of
services by individuals under the age of 60 with mental illnesses residing in nursing homes. The
staff from the National Affordable Housing Trust presented their model on the costs needed for
achieving a conversion of building/housing space to allow for the use of the AL Waiver. The
group discussed the capital gap and ways to fill that gap. Both state directors and Mr. Moody
expressed a strong interest in the project and wanted to consider ways to fund this type of
service. One option is for the state Medicaid office to develop an 1115 waiver that would
include the innovative use of Medicaid dollars for housing. Director McCarthy and Mr. Moody
both agreed that they would support the state moving in this direction after the analysis of the
NCR program is complete.

HMA continued its meetings with the staff from GRC who hired staff from the Plante Moran to
assist with the development of a blended nursing home rate to use as a baseline comparison
figure in the calculation of the cost differential between nursing homes and assisted living
facilities. Plante Moran staff blended rates across different geographic areas and RUG scores
that match the RUG scores of the residents within the NCR assisted living programs. The final
average nursing home rate that will be used for the comparison is $134.94 per day.

The data sharing agreement between GRC and NCR was completed. GRC staff calculated the
average Medicaid service costs for all individuals receiving the AL Waiver within the state of
Ohio for fiscal year 2010 to 2011.

Director Tracy Planck asked NCR, HMA, and GRC to provide an updated presentation to the OHT
Housing Subcommittee. The goal was to update individuals who attended the April 17, 2012
meeting and to educate other members of the OHT Housing Subcommittee who did not attend
the April meeting. The discussion at the meeting focused on the cost of beds, saving funds
versus re-balancing the system, and the need to consider changes made during the 2012
legislative session to policy and budgets concerning nursing homes.

These policy and funding changes could impact the data analysis performed within this study,
so the decision was made to meet with Julie Evers from JFS. Ms. Evers oversees both policy and
funding for the Long Term Care system in Ohio. Obtaining her input into the work proved to be
quite valuable. The GRC and HMA team met with Ms. Evers and Adam Anderson on June 11,

Health Management Associates | July 2012



National Church

Final Report @G GETES

2012. After the meeting on June 11", HMA staff met with Mike Dummermuth from NAHT to
review the financial model for NCR.

GRC received permission from JFS for the data use agreement and were able to complete the
preliminary analysis which was presented to Ms. Norris. HMA and GRC also.met with Julie Evers
and Adam Anderson to review the data results. The final report was created and included the
literature review, the data analysis and outcomes, conclusions and recommendations.

Subsequent discussions also took place between Michelle Norris and the Recap Real Estate
Advisor group to develop a secondary funding source alternative.

Literature Review

Introduction

Health and quality of life are impacted by where we live. Inadequate housing causes or
contributes to the development of many preventable diseases and the occurrence of injuries,
including respiratory, nervous system and cardiovascular diseases and cancer. ? Finding safe
and affordable housing can be an ongoing challenge for many individuals, particularly those
with the health care concerns that often accompany the aging process.

As the population of the United States ages, there is more and more of a demand for
alternative housing options. The traditional model of reliance on nursing homes for individuals
as they age is a costly one and often results in poor health and satisfaction outcomes. Between
1980 and 1990, expenditures for nursing home care increased by 165% (Somers and Livengood,
1992).2 This increase in cost has continued and, given the high number of individuals moving
into older age, will continue to grow. In 1980, the older population in the United States number
25.7 million. In 2012, that number has increased by 45 percent to 40 million individuals (Payne,
Appplebaum, & Straker, 2012). *

2

World Health Organization (2012) http://www.euro.who.int/en/what-we-do/health-topics/environment-and-health/Housing-
and-health
3

Somers, A. and Livengood, W. (1992). Long Term Care for the Elderly: Major Developments of the Last Ten Years. Pride
Institutional Journal Long Term Health Care, Winter: 11, 6-18.
a4

Payne, M., Appplebaum, R. & Straker, J. (2012). Locally Funded Services for the Older Population: A Description of Senior-
Service Property Levies in Ohio, Scripps Gerontology Center, Miami University.
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Examples of Community Alternatives to Nursing Homes

Since the 1980’s (Raymond, 2000)°, efforts to find alternatives to nursing home care have been
a priority for funding organizations (state and federal governments, private insurance
companies, etc.) as well as advocates for the aging. In addition to financial savings, these -
alternatives allow individuals to retain their independence in the community for as long as
possible. In the year 2000, one in eight in Americans was age 65 or older. By 2030, it is expected
to increase to one in five with the senior housing market growing from $126 billion in 2005 to
$490 billion by 2030 (Raymond, 2000).°

Ohio provides the first example of the use of community alternatives to nursing homes. Ohio’s
use of nursing home beds is 52 percent higher when compared with the national average.
While individuals in Ohio in need of long term care make up only seven percent of the Medicaid
population, they account for 41 percent of the Medicaid budget.” Recent legislation was
adopted requiring the Ohio Department of Aging to address this issue.

Based on this legislation, the Department of Aging focused on Ohioans who were at risk of
moving into a nursing home setting in an effort to divert individuals from nursing homes when
possible. The Scripps Gerontology Center conducted a follow-up study of these at risk
individuals for the Department of Aging. The report, “Ohio’s Aging Network Efforts to Enhance
Nursing Home Diversion and Transition,” reveals that, of 1,259 Ohioans who had been in a
nursing home for three months or longer and were identified as able to live non-institutionally,
53 percent were living in their own homes and communities after six months, and another 14
percent had transitioned to assisted living. Of 1,974 older Ohioans deemed “at risk” of entering
a nursing home, nearly two-thirds were still living in their own homes and communities after six
months. In that same time period, 18 percent of these individuals were deceased and only 17
percent had actually entered a nursing home.? Through this study, the Scripps Gerontology
Center was able to demonstrate that, with the right supports, many individuals can remain
independently in the community and no longer need to view nursing homes as their only
option.

5

Raymond, J. (2000}, Senior Living: Beyond the Nursing Home. American Demographics, November 22(11), 58-63.
6

Ibid
7

Ohio Department of Aging Website: http://www.aging.ohio.gov/news/agingconnection/2011may/resource.asp

i Applebaum, R., Bardo, A., Kunkel, S. and Carpio, E. (2011). Ohio’s Aging Network Efforts to Enhance Nursing Home Diversion
and Transition, Scripps Gerontology Center, April.
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Another example of community alternatives has occurred in Florida. The legislature required
that the Office of Policy, Analysis & Government Accountability (OPPAGA) evaluate the
effectiveness of Florida’s Medicaid home and community based services waiver programs with
a particular focus on the three waiver programs that serve frail elders. The study goal was to
assess the effectiveness of the programs at delaying nursing home entry along with measuring
the total cost to the state for serving frail elders through these waiver programs. The cost of the
three largest waiver programs was $338,562,376 to serve 32,683 individuals in 2008-2009.°
After six months of participation, waiver program participants showed a 4% chance of entering
nursing home. Non-participants showed a 35% chance of entering a nursing home. At the end
of 24 months of participation, the probability of a nursing home diversion individual entering a
nursing home was 12% compared with the 48% probability of waiver participants.’> OPPAGA
also found it was more cost effective for the state to serve elders through the Aged and
Disabled Adult and Assisted Living for the Elderly Waiver Programs when compared to the cost
of serving elders through the Nursing Home Diversion Program. The costs were adjusted for
differences in the characteristics of the individuals enrolled in each program and were based on
Medicaid claims data.

Florida Medicaid Waiver Study Results

Waiver P_rogram Monthly Cost

Nursing Home Diversion T _“$—1_,S_)Z7_ e R ™
Aged and Disabled Adults $1,260

Assisted Living for Elderly $1,452

Housing and Finance Models

The state of lllinois has developed innovative ways to achieve, maintain, and fund housing.
From individuals struggling to remain in a home facing possible foreclosure to developers
working to expand affordable housing options to seniors, the state demonstrates a clear
commitment to the provisions of housing for its citizens. Working through the Illinois Housing
Development Authority, there are multiple opportunities to expand the housing options in
lllinois. Since its creation in 1967, IHDA has allocated more than $10 billion dollars and financed
approximately 210,000 affordable units across the state. IHDA accomplishes its mission through

9
OPPAGA (2010). The State could consider Several Options to Maximize its use of Funds for Medicaid Home and Community-
Based Services, March, Report No. 10-33.

10 OPPAGA (2006). The Nursing Home Diversion Program has Successfully Delayed Nursing Home Entry, May, Report No. 06-45.
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a number of federal and state funding sources, including the lllinois Affordable Housing Trust
Fund, the lllinois Affordable Housing Tax Credits Fund, the allocation of federal Low Income
Housing Tax Credits, and HOME Investment Partnership funds. IHDA is also a bonding authority,
and independently sells bonds to finance affordable housing in Illinois.*

San Francisco, CA has a limited and expensive housing market. In order to provide housing
options for its less affluent citizens, the San Francisco Redevelopment Agency's Citywide Tax
Increment Housing Program dedicates a portion of the tax increment generated through the
Agency's real estate activities to the development of affordable housing. The primary funding
source of the Housing Program is tax increment funding which has far exceeded the statutory
20% of tax increment financing for affordable housing requirement under State law. On a
cumulative basis, nearly 50% of tax increment funds generated since 1990 have been devoted
to housing. From 1990 through 2008, the Housing Program had committed $506,503,504 in tax
increment funding to the development of 10,786 housing units of which 9,628 are classified as
affordable housing. The total development cost of these projects is estimated at
$2,389,747,504; every dollar the Agency has invested has resulted in over $3.71 in additional
investment from other sources, including federal tax credit equity, banks, foundations, and
other public programs.*

Providence Senior Housing is an example of the type of housing programs that are achieved in
San Francisco based on this model and the collaboration of multiple groups. It was co-
sponsored by Providence Foundation of San Francisco and Christian Church Homes of Northern
California. This housing development offers 50 one-bedroom apartments for residents 62 years
and older who have incomes at or below 50% of the mean income in the local area (Area Mean
Income). In addition to housing, the Providence Senior Housing program offers services that
increase the likelihood that seniors will remain living independently in their apartments. Each
apartment features equipment created to allow the residents to age in place. Funding for this
project was provided by the San Francisco Redevelopment Agency, and the U.S. Department of
Housing and Urban Development's (HUD) Section 202 Supportive Housing for the Elderly
program. This project demonstrates the need to bring multiple funding sources together to
provide both the capitalization for the building and the separate funding for the services.

11
State of lllinois Housing Development Authority Website: http://www.ihda.org/
12
San Francisco Redevelopment Agency Website: http://www.sfredevelopment.org/index.aspx?page=1
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Health and Housing

Housing and positive health outcomes are linked. There are numerous studies that
demonstrate the impact of supported health services combined with safe and affordable
housing. The reduction in emergency department and inpatient bed usage provides cost savings
that outweigh the community costs. Housing that is safe and affordable improves health
outcomes for the elderly along with disabled individuals, in part, because it provides an
organized structure for the delivery of health care (Lubell, Crain & Cohen, 2007). 13

The Franklin County Alcohol Drug and Mental Health Board (2011) conducted an analysis of
behavioral health service utilization at two Columbus, Ohio supported housing sites. The study
examined residents’ behavioral health utilization two years prior and two years following
placement in permanent supportive housing. Preliminary results revealed an 85% reduction in
inpatient services, 77% reduction in crisis services, 100% reduction in residential services and a
21% increase in outpatient treatment services among the 128 permanent supportive housing
residents.**

Sui (2009) examined the impact of housing along with other federally funded supportive
services on the elderly and disabled. When a group of residents who received additional
supportive services was compared with those who did not, there were notable differences
between the two groups. The group receiving supports were less socially isolated, more likely
to receive treatment for certain chronic conditions, and less likely to be evicted from their
housing. Both groups showed high rates of chronic conditions and issues with accessing healthy
foods.™

Sadwoski, Kee, VanderWeele, and Buchanan (2009), evaluated the impact of housing and case
management for chronically ill homeless adults.’ The dependent variables measured were
emergency department visits and hospitalization. 407 homeless adults with chronic ilinesses
were participants in the study that lasted from 2003 to 2007. Participants received transitional

B Lubell, J., Crain, R., and Cohen, R. (2007). Framing the Issues- the Positive Impacts of Affordable Housing on Health. Center for
Housing Policy, July.

® Franklin County ADAMH Board (2011), May.

N Siu, Collin (2009). Impacts of Nutrition and Human Services Interventions on the Health of Elderly and Disabled Persons in
Public Housing. Congressional Hunger Center, February.

N Sadowski, L., Kee, R. VanderWeele, T. and Buchanan, D. (2009). Effect of a Housing and Case Management Program on
Emergency Departments Visits and Hospitalizations Among Chronically Il Homeless Adults. JAMA Vol 301(17), 1771-1778.
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housing upon hospital discharge followed by long-term housing. They also received case
management. Participants demonstrated a 29% reduction in hospitalizations and 24% reduction

in emergency department visits.

A collaboration of service and housing provision in Massachusetts (2005)"” demonstrated
savings for individuals living in nursing home alternatives (SHP or Assisted Living) when

compared with the costs associated with individuals residing in nursing homes. Each site was
provided with $90,000 for supportive services and had 100 or more housing units. Because of

this additional cost, each site needed to have six individuals to avoid a full year of nursing home

placement to be cost effective. Cost savings are illustrated in the table below:

Fonda, Clipp, and Maddox (2002) compared the health outcomes of elderly individuals living in
assisted living housing to a similar group of elderly individuals residing in the community. The

Table 1: Monthly cost comparis_on_for an individual with no income

|
|

SHP | Assisted living | Nursing home .
Program ‘State [ Federal State [ Federal State | Federal |
sSi* T 512882 |  $579.00 |  $45400 |  $579.00 |  $30.00 | $30.00 |
Medicad |  $0 $0 $560.00 | $560.00 $2,287.00 | $2,287.00 |
SHP $631.00 $0 | NA NA NA | NA |
Total 3 $759.82 $579.00 |  $1,01400 |  $1,139.00 |  $2,317.00 |  $2,317.00 |
Program total $1,338.82 | s1s300 000 $3869.00 ;

individuals living in assisted living settings were evaluated to be more physically frail (at “higher
risk”) than the community counterparts. Despite this, the individuals in the assisted living

settings were more likely to have maintained high-functioning and no more likely to have died

that the individuals living in the community.*®

Data Methodology

The Ohio Colleges of Medicine Government Resource Center (GRC) conducted the data

collection and the data analysis. The overall goal of the study was to determine the cost

differential between the use of the AL Waiver and nursing homes. A comparison was made

7
! Mollica, R. and Morris, M(2005). Massachusetts Supportive Housing Program. Rutgers Center for State Health Policy.

e Fonda, Stephenie, Clipp, Elizabeth, and Maddox, George (2002). Patterns in Functioning Among Residents of an Affordable

Assisted Living Housing Facility. The Gerontologist 42(2), 178-187.
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between the health services usage (claims data) between individuals with the same
functionality scores (RUG scores) who live either in an AL Waiver facility or a nursing facility.

Rate Analyses

In determining the costs to the Medicaid program of providing care to a NCR AL waiver eligible
resident who is placed in a nursing home, resident acuity must be factored into any analysis.
Because Ohio’s Medicaid program adjusts its payments to both ALs and to nursing homes based
upon the resident’s acuity it was important to appropriately account for the differential that
exists between the two settings. To measure acuity across settings, a common assessment of
the resident’s condition needed to be used. For the purposes of this study, NCR staff completed
an abbreviated Minimum Data Set (MDS) assessment of every NCR AL Waiver-eligible individual
living in each of the three residences included in the study. This was accomplished using nurses

g 0 R 19
who are experienced with completing the assessment.

From these assessments a “Resource Utilization Group” (RUG) score of every resident included
in the study was determined. The RUG-III classification system was used to assign an index
value for each individual based upon their medical condition. The RUG-III classification system
has eight major classification groups: Rehabilitation Plus Extensive Services, Rehabilitation,
Extensive Services, Special Care, Clinically Complex, Impaired Cognition, Behavior Problems, and
Reduced Physical Function. The eight groups are further divided by the intensity of the
resident’s activities of daily living (ADL) needs, and in the Clinically Complex category, by the
presence of depression. One hundred and eight (108) MDS assessment items are used in the
RUG-III Classification system to evaluate the resident’s clinical condition. These RUG groups
were then used to determine a comparable acuity-adjusted nursing home rate. Based on the
MDS assessments completed, the following RUG classes were triggered.

RUG Score BA1 BB1 CAl CB1 PB1 PA1
Number 5 3 9 5 7 61

The “BA1/BB1” categories represent the major classification group of “Behavior Problems.”
Residents in this group display behavior such as wandering, behavior that is verbally or
physically abusive or socially inappropriate, or behaviors that results from hallucinations or
delusions. The “CA1/CB1” categories represent the major classification group of “Clinically

19 g f -
The MDS assessment is an assessment instrument universally employed in the nursing home field.
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Complex.” Residents in this group are receiving complex clinical care or have conditions
requiring skilled nursing management and interventions for conditions and treatments such as
burns, coma, septicemia, pneumonia, foot infections or wounds, internal bleeding,
dehydration, tube feeding, oxygen, transfusions, hemiplegia, chemotherapy, dialysis, and
physician visits/order changes. The “PB1/PA1” categories represent the major classification
group of “Reduced Physical Function”. Residents in this group experience needs that are
primarily focused around activities of daily living and general supervision. Residents in the
Clinically Complex category are considered to have more resource needs than individuals with
behavior problems. Similarly, residents in the Behavior Problem category are considered to
have more resource needs than individuals with reduced physical functioning.

For this study, each of these RUG groups was used to determine a comparable acuity-adjusted
nursing home rate. The total FY13 acuity-adjusted nursing home rates were calculated based
upon the methodology detailed in HB 153. The following assumptions were used to calculate
total nursing home rates:

» Resident case mix was based on upon the Ohio Medicaid 44 RUGs classification system
and associated weights.

» Residents with a RUG class of PA1 and PA2 were excluded from the calculation of the
average population case mix.

» PA1ls and PA2s received an all-inclusive Medicaid rate for all Ohio Nursing Facilities of
$130 per patient day.

» Nursing Facilities were assumed to earn the maximum quality reimbursement of $16.44
per patient day.

» Other components for the Direct, Ancillary/Support, Capital and Tax reimbursement
payment categories were paid at the median rate of each nursing facility peer group.

» The total average rate for each peer group was averaged between the PA1/PA2s and the
remaining residents weighted by how many of these individuals had these scores. Since
PA1 and PA2s are approximately 2/3 of the NCR AL Waiver population they contributed
2/3 of the total average peer group rate.

> The projected statewide average rate was calculated by averaging rates for each Peer
Group.

The current weighted average NCR AL Waiver rate is $67.40 for the individuals included in the
study. 95 percent are reimbursed at Tier 3 which is $67.88 per day. The other 5 percent are
reimbursed at Tier 2 which is $58.20.
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Cost Analyses

Medicaid claim information was used to determine the Medicaid costs for those services paid
outside the AL Waiver or nursing home daily rate. These typically non-recurring health care
costs include the person’s hospitalization, medication and physician health care costs. For this
study, the period of July 1, 2010 thru June 30, 2011 was used in the analyses. This was the latest
information available. The non-recurring costs were calculated on a daily basis so that all total
health care costs per individual per day can be constructed.

All Medicaid AL Waiver claims were analyzed for all non-AL services because of the relative
small number (n=90) of NCR AL Waiver residents. The service utilization of an average AL
Waiver resident is not likely to be significantly different than a NCR AL Waiver resident.

Similarly, all nursing homes Medicaid claims for non-nursing home services were analyzed. Only
claims of those residents with the same NCR AL Waiver RUG profile (BA1, BB1, CAl, CB1, PB1,
and PA1) were included to ensure comparability.

Data Analysis

Demographics of Ohio AL Waiver and NCR AL Waiver Residents

The number of residents enrolled in Ohio’s AL Waiver program is growing. Table | shows that
for the time period July 2010 thru June 2011, the total number of consumers enrolled on the
program increased from 2,275 to 2,938. The table shows that the growth in enrollees occurred
for residents both over and under the age of 65. For the group of residents 65 and over, the
number of individuals increased from 1,973 to 2,546. For residents under the age of 65, the
number of individuals receiving the service grew from 302 to 392. About 13% of the AL Waiver
population is under age 65.
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Table I: Ohio AL Waiver Enrollment
(July 2010 thru June 2011)
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Out of the population of all Ohio AL Waiver enrollees, the fraction of residents living in the
three NCR residences included in the study is relatively small. The total number of residents
living at Stygler Commons, Hopetown Village and Portage Trail is 90. The average age of

. . . . . . . 20
residents in these three homes is 79, comparable in age to the entire AL Waiver’s residents.

The number of residents under 65 is approximately 5% of the NCR AL Waiver population. Nearly
all NCR AL Waiver residents living in Stygler Commons, Hopetown Village and Portage Trail are
paid at the Tier 3 rate, the highest acuity tier for the AL Waiver. As mentioned above, 95% of
the these residents are reimbursed at the Tier 3 waiver rate of $67.88 and 5% are reimbursed
at the Tier 2 rate of $58.20. The distribution of residents at these tiers is comparable to the
entire AL Waiver population. 21The weighted average rate across the three residences is $67.40.
This reimbursement covers the daily routine room, board and health needs of the resident.

Costs covered include personal, care, housekeeping, laundry, maintenance, nursing,
transportation, food and social services. Table Il shows the Medicaid card costs of all AL Waiver

residents by major cost category on a per patient per month basis and on a daily basis.

20
R.A. Applebaum, V. Wellin, S.A. Mehdizadeh, J.S Brown, K.B. McGrew, L. Manning, H. Menne, K. Brown Wilson, J. Johnson, H.
Baker, & K. Chow, March 2009. “An Evaluation of the Assisted Living Program.”

HM
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Table 1l Medicaid Costs for AL Waiver Residents

Period: July 1, 2010 thru June 30, 2011

Category of Service Cost Per Patient Per Month R gt et
Per Day

Drugs $43.65 $1.44
Home Health $2.36 $0.08
Inpatient Hospital $27.12 $0.89
Mental Health Services $12.07 $0.40
Other $91.31 $3.00
Outpatient Hospital $21.40 $0.70
Physician Services $32.83 $1.08
SNF $41.88 $1.38
Total $272.63 $8.97
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Since most AL Waiver residents are over age 65, they are usually dually eligible for both the
Medicare and Medicaid program. For dually eligible enrollees, Medicaid pays for the copays and

deductibles of these consumers which represent only a small fraction of the total health care

costs. The biggest Medicaid cost in the service categories listed is skilled nursing costs, drugs,

and physician services. The total Medicaid card costs for all non-AL Waiver costs for the period
of July 12010 thru June 20, 2011 averaged to $8.97 per day.

Tables IIA and IIB compare the per patient per month and per patient per day costs of AL

Waiver residents under and over 65. Table IIA summarizes the average Medicaid health care

costs of eligible individuals over age 65 while Table 1IB summarizes costs for eligible individuals

under 65.

Table lIA

Medicaid Costs for AL Waiver Residents >= 65;

Table I B

Medicaid Costs for AL Waiver Residents <65;

Cost Per Cost Per Cost Per Cost Per
Category of Service  PatientPer  Patient Per Category of Service Patient Per Patient Per

Month Day. Month Day
Drugs $11.48 $0.38 Drugs $257.00 $8.45
Home Health $0.55 $0.02 Home Health $14.35 $0.47
Inpatient Hospital $14.05 $0.46 Inpatient Hospital $113.75 $3.74
Mental Health $5.23 Mental Health $57.45
Services $0.17 Services $1.89
Other $79.81 $2.62 Other $167.19 $5.50
Outpatient Hospital $14.04 $0.46 Outpatient Hospital $70.18 $2.31
Physician Services $25.19 $0.83 Physician Services $83.38 $2.74
SNF 37.39 $1.23 SNF $71.50 $2.35
Total $187.74 $6.17 Total $834.80 $27.45
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Since enrollees under age 65 are less likely to be dually eligible compared to those over 65,
Medicaid pays a greater portion of the health care costs for these enrollees. This payment
difference is reflected in the tables: the total per patient day card costs of individuals over 65 is
only $6.17 compared to $27.45 for individuals under 65. The total AL Waiver rate for NCR AL
Waiver residents included in the study was determined by adding the weighted average AL
Waiver per diem rate of $67.40 to the average card costs per diem of $8.97. The total AL
Waiver rate inclusive of Medicaid card costs is $76.37.

Comparable Nursing Home Costs/Rates

Table Il shows the growth in enrollment of nursing home residents assessed as having one of
the following RUG classifications: BA1, BB1, CA1, CB1, PAB1 and PA1. These specific RUG
classifications were selected as they matched the classification of the AL Waiver residents at
NCR. The total number of nursing home residents who fell within the same RUGs score
categories as the NCR residents grew from 7,040 to 8,678 in from July 2010 to May 2011, a 23%
increase. This is an interesting result given the flat to declining Medicaid nursing home
population. The comparable population in nursing homes, however grew much more rapidly for
the 65 and over population, 30%, compared to 8% growth for the under 65 population.

Table Il NF Enroliment for Selected RUG

Groups
July 2010 thru May 2011

10,000
8,000 -
6,000 = = === # of NF Residents
4,000 == Residents >=65
2,000 - i ———— = Residents <65

1-Jul
1-Aug
1-Sep
1-Oct
1-Nov
1-Dec
1-Jan
1-Feb
1-Mar
1-Apr
1-May

Nursing Home Rate Calculation

Nursing homes are reimbursed for costs for services such as personal, care, housekeeping,
laundry, maintenance, nursing, transportation, food and social services as well oxygen, therapy
and capital. Current nursing home per diem rates vary primarily by the resident’s RUG class: the
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higher the resident’s acuity, the higher the dollar amount the nursing home is reimbursed to
provide services for that individual. Table IV shows the relative impact the change in RUG class
has on the NF total reimbursement using the NCR AL Waiver RUG categories. In addition to the
direct care component, average rates were assumed for all other rate components: Tax,
Quality, Ancillary Support and Capital using the “Peer Group One — Large” Peer Grouping.

For example, the relative rate difference of a “CB1” Clinically Complex resident compared to a
“PA1” or Reduced Physical Functioning resident is a little over $52 per day. As indicated earlier,
most NCR AL Waiver residents are classified in the lowest RUG class, PA1. However, the
addition of just a few residents who are classified with higher acuity needs can have an impact
on the overall rate paid to the facility.

Table IV: Relative RUG Class Nursing
Home Rate Impact
5200 $182:15—
$161.37 g0 s
$150 55 $141.90 $145.09
$100 -
$50 - —
$0 5 e T T T T T 1
PA1 BAl1 PB1 BB1 CAl CB1

Attachment | provides the calculation details used to determine the overall statewide average
nursing home rate given the NCR AL Waiver RUG classes. Average rates were used for all
nursing home reimbursement components with one exception. The direct cost category used
the average cost per case mix unit to calculate average direct care rates by peer group. A
weighted average case mix score of 1.397 was used to determine the average direct
component by peer group. A statewide average nursing home rate of $134.94 was obtained
using the total average rates of each of the peer groups used for nursing home reimbursement
purposes.

Similar to the AL Waiver rate/cost calculation, the Medicaid card costs for all NF residents with
the NCR AL Waiver RUG classes was calculated (See Table V). The overall per patient per month
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costs for the period July 1, 2010 thru May 30, 2011 was $441.57 per patient per month or
$14.51 per resident day. This total cost is slightly higher than the AL Waiver card cost of $8.97.
The highest cost categories of service for these nursing home residents were drugs and
inpatient hospital services.

Table V. Medicaid Card Costs for NF Residents
RUGs =PA1, PB1, BA1, PB1, CAl, CB1 Period: July 1, 2010 thru May 30, 2011

Category of Service Cost Per Patient Per Month Cost Per Patient Per Day |
Drugs $104.19 $3.42
Home Health S$8.44 $0.28
Inpatient Hospital S 68.62 $2.25
Mental Health Services $22.44 $0.74
Other $132.68 $4.36
Outpatient Hospital $30.53 $1.00
Passport Services $33.70 $1.11
Physician Services S 40.97 $1.35
Total $ 441.57 $14.51

As in Tables Il A and B, Tables V A and V B demonstrate a comparison of the Medicaid card costs
of RUGs Class for NF residents under and over 65. Comparable to AL Waiver residents, nursing
home residents under age 65 are much more expensive to the Medicaid program compared to
residents over age 65. The overall card cost difference of $26.57 for younger residents versus
$9.13 for older residents is comparable to the experience of AL Waiver residents.

Table V. A NF Residents Age >=65 Table V. B NF Residents Age < 65
RUGs =PA1, PB1, BA1l, PB1, CA1, CB1
Period ; July 1, 2010 thru June 30, 2011

L Cost Per Cost Per Cost Per
Category of Cost Per Patient \ Category of ’ ]
1 Patient Per ] Patient Per Patient Per
Service Per Month Service
Day Month Day _
Drugs $24.05 $0.79 Drugs $284.11 $9.33
Home Health $6.99 $0.23 Home Health $11.71 $0.38
Inpatient Hospital $21.51 $0.71 Inpatient Hospital | $174.37 $5.73
Mental Health $11.59 Mental Health $46.81
] $0.38 . $1.54
Services Services
Other $126.70 $4.16 Other $146.09 $4.80
Outpatient 14.21 Qutpatient 67.17
p. > $0.47 p. 2 $2.21
Hospital Hospital
Passport Services $45.63 $1.50 Passport Services $6.91 $0.23
Physician Services $27.35 $0.90 Physician Services | $71.55 $2.35
Total $278.02 $9.13 Total $808.72 $26.57
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Table VI summarizes the costs differences between nursing homes and NCR AL Waiver
individuals after adjusting for acuity. The cost differential between NCR AL Waiver residents
and comparable nursing home residents is calculated to be $73.08 per resident per day. In their
2009 study Scripps Gerontology found the cost difference between AL Waiver residents and

nursing homes without adjusting for acuity to be $101.09 per resident per day. 2 Since this
study adjusts for the effect acuity has on Medicaid costs, an estimate of $73.08 between AL
Waiver residents and comparable nursing home residents makes sense: one would expect that
the overall cost differential between nursing homes and assisted living centers would be higher
since the nursing home population has a higher level of acuity.

NCR AL WAIVER to Nursing Home Cost Comparison

Table VI. Summary of NCR AL Waiver/Nursing Home Rates

| Average_NF Per Diem Rate $134.94
' Avera_ge NF Card Costs $_14.51
Total NF Rate\Costs $149.44
Average AL Waiver Rate (NCR) $67.40
Average AL Card Costs $8.97
Total NCR ALRate\Costs ~~ $76.36 |
Total NF-AL Rate\Costs Difference $73.08
Data Notes

Because of the numerous changes that occurred to nursing homes as a result of HB153, it was
important that this study focused on current NCR AL Waiver rates and nursing home rates in
making its cost comparisons. The latest Medicaid claim information available used to determine
the Medicaid card costs of AL Waiver and nursing home residents were determined from claims
data two years prior to the current period. Ideally all Medicaid costs would be captured from
the same time period. Medicaid card costs were averaged across one year’s time and not keyed
specifically to periods when individuals may or may not have been residing in a nursing home or

22
R.A. Applebaum et al . “An Evaluation of the Assisted Living Program.”
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AL Waiver program. Because Medicaid card costs constitute less than 15% of total Medicaid
costs for both AL and nursing homes residents and since these costs are not likely to change
significantly from year to year, it is likely that the analysis would be similar even if all costs were
examined over the same time period.

This analysis does not provide a dynamic cost impact to the state if nursing home residents are
suddenly moved to an assistance living residence. For example, if nursing home resident moves
to an AL residence and is paid under the AL Waiver program, it is likely that the acuity level of
the remaining nursing home residents will increase, increasing the overall case mix and thus the
reimbursement level to that nursing home. This marginal increase in costs to the state resulting
from a shift in the population from nursing homes to ALs would lessen the overall cost savings
to the state.

NCR Financial/Funding Models for Future Projects

Medicaid Contract Savings Note:
Refer to Appendix A for report and financial funding analysis.
Social Impact Bond:

Refer to Appendix B for report and financial funding analysis.

Conclusions

As more and more individuals reach the age when assistance is required to continue to live with
dignity and independence, the need for housing options will increase. For several generations,
nursing homes have been the traditional placement for the elderly. However, they are neither
cost effective nor do they receive high satisfaction ratings from individuals who prefer to
remain in the community for as long as possible. The development of other supported housing
options is a challenge because the major funder, Medicaid, has traditionally viewed housing as
a residence and not part of the service continuum. Meanwhile, nursing homes have
traditionally been viewed by Medicaid as a service and not a living environment.

Unfortunately, this facilities or hospital approach to funding has increased the likelihood of
individuals being referred to higher levels of care than may be needed. In addition, this has
skewed the system toward the more costly end of the service range. In an effort to add more
flexibility to this system, states continue to move forward with waivers that provide funding for
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assisted living, nursing home diversion programs, and aging in place initiatives. Housing groups
continue to work to knit together the different funding sources necessary to provide the most

effective system of care, housing and health services. Despite all these efforts, more programs
are needed to supply the growing demand for alternatives to nursing homes.

Housing groups like NCR continue to seek innovative ways to offer a service continuum that
integrates health services and housing. NCR has created a model using HUD funds that has been
effective at creating a number of apartments that meet the physical requirements to allow
individuals who receive AL Waiver services to live safely in their community. This work has been
commendable and has allowed NCR to offer an alternative to nursing homes. In addition, the
assisted living programs offered by NCR provide a more cost-effective and satisfying way for
Ohio’s elderly individuals to live. To continue to expand this housing option, NCR has to find
alternate sources of funding as HUD capital dollars becomes less of an option.

This grant sponsored by The Kresge Foundation allowed for a study to look at the cost
differences between individuals with the AL Waiver and those living in nursing homes. With the
acuity level controlled by comparing like RUG scores, the rates differed along with the cost for
services that were used outside of the bundled costs for AL and nursing homes. Both the rate
and the Medicaid card costs were higher for individuals in nursing homes compared with
individuals receiving the AL Waivers. Based on this examination of rates and Medicaid Card
Costs, the cost differential between the two different services options was a daily cost of
$73.08. This represents a 49% savings over the cost of the nursing home bed. This data
comparison was made using 90 AL Waiver individuals who lived in one of the three AL housing
options offered by NCR. As the number of AL Waiver qualified individuals increase at NCR, these
cost differences will continue. As more of this type of housing is available in communities across
Ohio, more and more individuals will be able to live independently at a lower cost than that of
nursing homes and with higher levels of satisfaction.

There are multiple studies that show the increased health outcomes that can be achieved with
safe and affordable housing (see literature review). These positive results are seen across
multiple health issues (mental iliness, substance abuse, HIV/AIDs, etc.). Despite this, housing
has not been viewed by most funders for health services as an imperative. The struggle to find
more cost effective models of treatment is a challenge for the public system.

NCR demonstrated a model that can offset the use of federal and state dollars traditionally
used for a more costly service system (nursing homes). In addition, this study pointed out the
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dearth of innovative funding models for the provision of housing and services for the elderly.
The challenging work of integrating funds from multiple sources falls on the providers of these
services (health, housing) and can result in wonderful programs (Stygler Commons for
example). However, with one change to funding (HUD, for example), these models are put at
risk. Ideally, the integration of funding would occur at a different level, leaving the providers to
provide services and the residents to live secure in the knowledge that they will continue to live
in the community as long as possible.

Social Impact bonds are an innovative way to obtain funding for social issues that began in the
United Kingdom. This model allows for the repayment of bonds based on the savings that will
be realized by governments with the development of innovative approaches to services
provision. Social Impact Bonds provide the funding to invest in prevention services. As savings
were realized, the bonds would be repaid to the investors. This approach is being tried in
Boston and, most recently in New York City. In NYC, Goldman Sachs will be investing close to

10 million dollars in the development of a new jail program.23 ** As the recidivism rates
decrease, the savings to the system will be used to repay the investment. This type of
investment model could easily be adapted to fund both the capital and the services aspects of
housing for seniors. This study has demonstrated that the cost to house and serve elders using
the NCR model is less costly when compared with the use of nursing homes. This cost
difference would be used to re-pay the bond investment.

This study provides support for NCR to go forward to state and federal agencies to receive
additional funding and to suggest innovative ways to demolish the silo between housing and
health. It also calls into question the federal view housing as not part of the treatment and
prevention continuum for the elderly and the disabled. As the desire for nursing homes
decrease, funding can be moved from the deep-end service system into less expensive and
more effective models if there are changes in the definition of services.

2 The New York Times (August 2, 2012), Goldman to Invest in City Jail Program, Profiting if Recidivism Falls
Sharply

* Boston Globe (August 1, 2012), Mass. Program Ties Non-profits’ Pay to Success.
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Recommendations

1. Medicaid Contract Savings Note: The state of Ohio should pursue an 1115 waiver (see
attachment Il for details) to include a provision for the funding of housing to allow individuals to
remain in the community increasing the likelihood of increased health outcomes coupled with
higher quality of life satisfaction. This will also result in a reduction in the use of long term care.
Under the waiver, savings from providing assisted living services instead of nursing facility
services would be used to finance the conversion of existing housing stock into supportive
housing. The program would be requested for a sub-state area (Franklin County). The without-
waiver baseline would be cost: total projected Medicaid cost over the life of the waiver for a
similar population. With-waiver expenditures would consist of the renovation costs plus the
ongoing Medicaid expenditures for the enrolled population (i.e. the assisted living residents).

In order for CMS to consider the waiver request, the State has to first submit an application. In
order to get to this point, the following steps would need to take place:

e Establish a point of contact within ODJFS;

e Obtain state buy-in of concept;

e Submit concept paper to CMS; schedule initial discussion; and

e Obtain relevant data from state

HMA is prepared to manage the 1115 waiver process and develop the actual waiver for
National Church Residences. The process can take from nine to 12 months to complete.

2. Social Impact Bonds are an innovative way to obtain funding for social issues that began in
the United Kingdom. This model allows for the repayment of bonds based on the savings that
will be realized by governments with the development of innovative approaches to services
provision. Rather than paying for illnesses after they have become severe, Social Impact Bonds
would provide the funding to invest in prevention services. As savings were realized, the bonds
would be repaid to the investors. This approach is being tried in Boston and, most recently in
New York City. In NYC, Goldman Sachs will be investing close to 10 million dollars in the
development of a new jail program. As the recidivism rates decrease, the savings to the
system will be used to repay the investment.

NCR is in discussion with a Massachusetts-based group who is introducing this concept to the
United States. NCR plans to hire the group to develop such an initiative in Ohio.
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3. Capital Improvement Funds: Annually, the state of Ohio (managed through a state agency)
should provide capital improvement dollars specifically for the development of nursing home
diversion assisted living facilities. These facilities will provide safe and affordable housing along
with support services. This capital improvement fund could be provided in a lump sum or could
be provided using the calculations demonstrated by NAHT as an enhancement to the daily rate
paid for the AL Waiver (see NCR Financing Section above).

4. Future CMS Innovation Funding to States: The Health Care Innovation Awards funded up to
$1 billion in grants to applicants who will implement the most compelling new ideas to deliver
better health, improved care and lower costs to people enrolled in Medicare, Medicaid and
Children's Health Insurance Program (CHIP), particularly those with the highest health care
needs. The expectation is that this type of innovation grant will be offered again in the next
year.

5. New Section 811 Project Rental Assistance (PRA) Option: The state of Ohio is applying for an
811 PRA Option Grant. In a discussion with HMA and state staff, it was clear that, should Ohio
receive this grant, NCR would be a group that should apply for this type of funding as their
model is an ideal fit.
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Attachment [ Projection of Medicaid Average Rate

Peer Group One S One L Two S Twoll Three S Three L SWA
Tax Rate S 1.00 $1.22 $1.24 $1.45 $0.81 $0.93 S1.11
Quality Component $16.44 $16.44 $16.44 $16.44 $16.44 $16.44 $16.44
Direct Care $50.49 $50.49 $44.39 $44.39 $38.72 $38.72
1.3970 1.3970 1.3970 1.3970 1.3970 1.3970
$70.53 $70.53 $62.01 $62.01 S 54.09 S 54.09 $62.21
Ancillary/Support $ 60.97 $61.70 $57.28 $ 56.59 $53.04 $50.38 $56.66
Capital $ 10.05 $10.74 $8.75 $10.11 $7.67 $6.07 $8.90
Total Rate $158.99 $160.63 $145.72 $ 146.60 $132.05 $127.91 $145.32
Annual Census 10,585 10,585 10,585 10,585 10,585 10,585 10,585
Annual Revenue $ 1,682,953 $1,700,313 | $1,542,473 | $1,551,788 | $1,397,766 | $1,353,944 | $1,538,206
PA 1 Rate $130.00 $ 130.00 $130.00 $130.00 $ 130.00 $130.00 $130.00
Pai Annual Census 22,265 22,265 22,265 22,265 22,265 22,265 22,265
PA1l Annual Revenue S 2,894,450 $2,894,450 | $2,894,450 | $2,894,450 | $2,894,450 | $2,894,450 | $ 2,894,450
Total Annual Revenue $ 4,577,403 $4,594,763 | $4,436,923 | $4,446,238 | $4,292,216 | $4,248,394 | S 4,432,656
Average Rate $139.34 $139.87 S 135.07 $135.35 $130.66 $129.33 $134.94
Projected Acuity Calculation

5| BAI 1.0259 5.1295

3| BB1 1.4116 4.2348

9| CA1 1.6009 | 14.4081

5| CB1 1.8232 9.116

7 | PB1 1.0892 7.6244

29 40.5128 | Average Case Mix 1.3970
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Attachment II 1115 Waiver

Introduction

The purpose of this waiver would be to demonstrate that creating additional affordable
assisted living capacity generates savings while improving health outcomes and experience of
care for low-income individuals. Under this waiver, a portion of projected long term care
savings would be made available to finance the conversion of existing housing stock to
affordable supportive housing.

Background

Under Section 1115 of the Social Security Act (the Act), the Secretary of Health and Human
Services has broad authority to permit flexibility in several programs, including Medicaid. The
vehicle for exercising this flexibility is referred to as a waiver. In the case of a Section 1115
Medicaid waiver, the Centers for Medicare and Medicaid Services (CMS) is responsible for
review of proposals from states. This section discusses the extent of flexibility under Section
1115, explains the key features of a waiver, and provides details on what is required for waiver
approval.

Extent of Flexibility

Under Section 1115, the Secretary has broad, though not unlimited, flexibility. In general,
Section 1115 has two major features with regard to Medicaid:

e Waiver authority pertaining to Section 1902; and

e Expenditure authority pertaining to Section 1903.

: WAIVERS OF SECTION 1902

In general, Section 1902 specifies the required elements of a Medicaid State Plan. For example,
it spells out the mandatory and optional eligibility groups and benefits, and requires that
services be provided on a statewide basis and to all who are eligible. Some important Medicaid
provisions, such as cost sharing (Section 1916), are codified in sections other than 1902,
meaning that waiver authority cannot be used to modify them.

Health Management Associates | July 2012 ¥4



National Church
Final Report [iGEHIGIE (4TS

Section 1903 of the Act details the items and activities for which states can receive Federal
matching funds. The expenditure authority in Section 1115 allows the Secretary to grant
approval of Federal matching funds for purposes not otherwise contained in Section 1903. This
is often referred to as costs not otherwise matchable or CNOM authority. CNOM has historically
been used for such purposes as financing eligibility expansions that would not have otherwise
been permitted under law. Like the waivers of Section 1902, however, this authority is not
unlimited. The Secretary cannot grant CNOM authority for an expenditure that is otherwise
prohibited in a section of the Act other than 1903. Some good examples of this are exceeding
the limits applicable to disproportionate share hospital funding (Section 1923) and paying for
non-emergency services for non-qualified aliens (contained in welfare reform legislation).

' EXAMPLES

Some examples of how states have exercised Section 1115 authority include:

e Benefits. Since the requirement for comparability of benefits can be waived, states
sometimes use Section 1115 to provider different benefit packages to different
populations. Sometimes the design involves a benefit enhancement, like additional long
term care services. As an alternative, states might use the authority to place limits on
the benefit package for an expansion population. Maryland, Michigan, and Utah are all
states that have limited their waiver expenditures by using 1115 authority to restrict the
benefit package for an expansion population to primary/preventive care.

e Eligibility. Section 1115, through the expenditure authority, has been the main vehicle
for expanding eligibility to non-disabled childless adults, who prior to ACA, could not be
covered under Medicaid through any other mechanism. Tennessee, Oregon, and New
York have all exercised this authority. Section 1115 has also been used to expand to
state plan populations in instances where a state might not want to offer a full benefit
package (see above). It is important to note than even though states can now offer
Medicaid to childless adults through the State Plan because of ACA, there are still states
(Arkansas, Ohio and lllinois) requesting the use of Section 1115 authority to implement
these expansions on a sub state basis.

e Geographic Targeting. As suggested above, the Secretary can use Section 1115 to waive
the requirement that Medicaid be designed and administered in a consistent basis
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across the state. Under the California Bridge to Reform waiver, for example, counties
can opt-in to expanding Medicaid prior to 2014.

e Program Design. In limited instances, Section 1115 has been used to make sweeping
changes to the design of a state’s Medicaid program, or to test a new approach. The
State of Oregon used Section 1115 to organize Medicaid services under a prioritized list
of condition/treatment pairs and used the savings to expand eligibility. The State of
Indiana used a waiver to offer a medical savings account-style approach to coverage to
their expansion population.

Key Features

This section describes the key elements that make up a Section 1115 proposal for consideration
by CMS.

e Concept. The first part of an application is always a high-level explanation of the waiver
concept — what is being asked for, when it will be implemented, what outcomes are
expected, etc.

e Reason for Request. This section is typically an explanation of the problem the waiver is
trying to address. Typically a state will present relevant statistics and other
environmental considerations to place the waiver request in context. For example, a
waiver that expands eligibility would discuss the number of uninsured people and
provide relevant facts about health conditions and outcomes in the uninsured
population, in order to build a case for why CMS should approve the expansion.

e Populations Affected. This section will describe in detail the populations that are
affected by the waiver request, whether they are existing State Plan eligibles whose
coverage is affected, or expansion populations.

e Uses of Funding. Each waiver application will include a detailed explanation of how any
additional funding made available by the Federal government through the waiver would
be used.

e Budget Neutrality. Although this requirement does not appear in statute, CMS requires
that waivers pass a budget neutrality test, meaning that they will not cause the federal
government to incur costs in excess of what would have been the case without the
waiver. This involves creation of a “with waiver” and “without waiver” cost calculation.
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The construction of the without waiver side of the equation, against which actual costs
are ultimately compared, is flexible and is a matter of negotiation between the CMS and
the state. The state’s goal is always to build the largest possible without waiver baseline.
States get “credit” in this calculation for program changes that could have been made in
the absence of the waiver (e.g., the ACA eligibility expansion). The without waiver
baseline can be constructed in two distinct fashions: by calculating total projected
program costs and using the number as an aggregate cap, or by constructing a per-
person cap that will change with the number of eligible individuals. In some past
instances, states have used Section 1115 authority to redirect funds that would have
otherwise been spent as disproportionate share hospital payments. There have been
more rare instances where the without waiver baseline was constructed in a more
creative fashion. For example, there were waivers that provided services to HIV patients
who could not otherwise qualify for Medicaid, based on the theory that delay or
prevention of standard eligibility creates savings (i.e., if HIV patients did not receive care
they would become ill enough to qualify on the basis of disability and would be more
expensive to care for). Budget neutrality is ultimately measured over the life of the
waiver, meaning that it is not necessary to meet the test in each separate year.

e Waivers Requested. Each waiver application will include a detailed listing of the
provisions from which the state wants a waiver and/or the CNOM authorities that are
being requested. Typically, the waiver approval documents will also detail any
limitations or specific purposes attached to each provision. This prevents overly broad
interpretations of specific individual waivers that are contrary to the original intent of
the request or beyond the flexibility that CMS wants to grant.

e Time Period. As a general rule, waivers are approved for a five-year time period.
Extensions are for three years. The exception to this is the eligibility expansion element
of the California Bridge to Reform waiver, which expires when the ACA Medicaid
expansion takes effect in 2014,

Requirements for Approval
This section discusses a few important features that are required for CMS approval of a waiver.

e Public Comment. As of April 27, 2012, new waiver requests are subject to more rigorous
requirements regarding public comment. These requirements apply both to the state
and to CMS. Some of the requirements are the posting of waiver documents on public

Health Management Associates | July 2012 g4l



National Church
Final Report BRI G T

websites, establishment of a mechanism to receive public comments, and stipulations
that CMS cannot act on a waiver request until these requirements have been satisfied.

e Consistency with Purpose of Medicaid. In order for CMS to approve a waiver, the agency
must be satisfied that the program design is sound, that beneficiaries are protected, and
that the overall concept is consistent with the purpose of the Medicaid program.

e Budget neutrality. The previous section contains a robust discussion of budget neutrality
so it is not repeated here. It is important to note that often, budget neutrality becomes
the focal point of negotiations between CMS and the state. Review of budget neutrality
also involves the Office of Management and Budget, and negotiations can be lengthy. It
is reasonable to assume that in a case where an innovative or untested design of the
without waiver cap is proposed, this will be the most time-consuming part of the
approval process.

e Terms and Conditions. Prior to final approval of a waiver request, CMS will write a set of
Special Terms and Conditions, which form the basis for monitoring the waiver and
ensuring that it is on track. The STCs will explain what the state is allowed to do under
the waiver, what costs are matchable, and how budget neutrality is constructed and
administered. The STCs will also include milestones and reporting requirements, as well
as any processes or timelines that have been negotiated (e.g., timeline for amendment
requests and under what circumstances an amendment is needed). In addition, there
are often requirements for the state to prepare any required operational protocols that
may be needed to spell out specific program features.

Appendix A

See attached report

Appendix B

See attached report.
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“MEDICAID CONTRACT SAVINGS NOTE”

NATIONAL CHURCH RESIDENCES

REPORT PREPARED BY
NATIONAL AFFORDABLE HOUSING TRUST

OCTOBER 2, 2012



Using Medicaid Contract Savings Note (MCSN) to leverage debt for Affordable Housing

The Contract

National Church Residences Health Care Inc. (“NCRHC”), a subsidiary of National Church Residences, will
enter into a 10 year contract with the State of Ohio to house 75 individuals in the Stygler Village
Affordable Assisted Living apartments (Stygler Village) at an initial daily rate of $112.90 per day. NCRHC
will receive that rate for each resident who, before coming to Stygler Village, had spent at least 1 year as
a resident in a skilled care facility estimated to cost the State $149.44/day.

The payment from the State will be in two parts:
1: $92.90 per day for NCRHC's cost of providing assisted living and risk premium

2: $20.95 per day for NCRHC's cost of financing the conversion of Stygler Village into an affordable
assisted living property

In year 1, the $20.95 State payment will be made on the 365" day. In years 2-10, the payments will be
made quarterly upon certification from NCRHC that the Stygler Village unit remains occupied by a frail
individual that would otherwise be housed in a skilled medical facility were the Stygler unit not
available. If the unit was vacant for more than 60 days, the state would not be obligated to make the
payment.

The Note

A financial institution makes an enterprise level loan (‘the Note”) to NCRHC in the amount of
$5,000,000. The Note will be at x% and amortized over a 10 year period. NCRHC then loans these
funds (“the Loan”) to Stygler Village LP which completes the sources of funds (i.e. ‘gap’ financing)
needed to renovate and convert the Stygler Village property into 75 units of affordable assisted living.
The Loan will be lent into the project at the interest rate on the Note plus 25 basis points (assumed to be
3.25%) and amortized over a 10 year period., However the loan will be repaid solely from “free cash
flow”, which is cash flow available after the operating costs and other, must pay requirements of Stygler
Village have been satisfied. The Loan will be subordinate to Stygler Village senior debt, asset
management fees and paid pari passu with deferred developer fee and senior to the “seller note”.
NCRHC would be at risk for payments on the Note if the payments received on the Loan from Stygler
Village are less than the payments due by NCRHC on the Note.

Because of the uncertainty of the payments by Stygler Village on the Loan and because the 10 year
contract with the State is subject to bi-annual appropriation, NCRHC's obligation to repay the Note will
be guaranteed by the Kresge Foundation. Kresge will charge NCRHC a guarantee fee of 25 basis points
which is included in the interest charge on the Loan.



Schedule 1: Sources and Uses of Funds-Stygler Village

Schedule 2: Stygler Village Cash Flow and LOAN Payment 2% Revenue 3% Expense
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Executive Summary

More than 1,622,000 Ohioans are elderly, of
whom 67,000 live in nursing homes, and the
remaining 1,555,000, it is safe to say, want to
be able to live independently at home for the
rest of their lives. Pay-for-Success (P4S)
contracts with non-profit housing providers
like National Church Residences offer the
chance for many of them to do just that, and
at the same time, save the State of Ohio
millions of dollars annually in Medicare and
Medicaid funding costs.

In a P4S contract, the State changes the rules
of the paradigm of service delivery from one
that tells heartwarming stories to one that in
addition yields tangible results. P4Sis a
contract between a State agency and a
Program Intervention Provider (PIP), under

“We allowed Mom and Dad to stay in
their own homes, if able, instead of going
into a.nursing home, where the costs were
five times as high, and when they're in
their own homes they’re healthier, and
happier, and frankly more

independent. And that saved us a lot of
money because we made government work
better, and that made a heck of a lot of
sense for us.”

Ohio Governor John Kasich
Republican National Convention

which the state agrees to make payments to the PIP if that provider achieves better results for
their vulnerable population. The PIP, in turn and backed by a philanthropic guarantor, finances
its up-front costs for retrofitting the property to serve the purpose and its ten-year operating costs
by selling a new financial instrument, the Social Impact Bond (SIB), in the capital markets. SIB
investors are repaid their yield based on the P4S incentive payments.

Under P4S:

e Wellness intervention happens before the elderly suffer adversity, not after.

The elderly are helped at home, with services brought to them instead of sending them via
ambulance to an emergency room or hospital.

o The state pays affer success, not before, so the performance risk is shifted to the Program
Intervention Provider, NCR, and its guarantor.

o Success is measured by observable, quantifiable metrics that everyone agrees connect to
keeping the elderly healthy and saving the State money.

Not only is P4S a strong idea whose time has come, the vulnerable elderly are the right
population to target, Ohio is a perfect state to pioneer it, and National Church Residences is a
perfect P4S contracting partner for Ohio.

In terms of lives improved and costs saved, the vulnerable elderly are far and away the best
population for a P4S/SIB intervention. The elderly are numerous. They are deserving of help,
because they become needy only through age and outliving their spouses and family support
networks. Many of them live in purpose-built properties that are operated and managed by non-
profits like NCR who have a mission motivation in addition to a financial one. And the services

Healthy Elderly at Home: Paying For Success in Ohio Page 1



to keep them healthier are simple, common-sense things which are readily replicable and
scalable.

The State of Ohio currently pays over $37 billion annually in Medicaid/Medicare costs,’ and has
made health care reinvention a priority, establishing the Office of Health Transformation (OHT)
as a cabinet-level position. P4S is an ideal tool for OHT, because it crosses fundmg silos:

uses housing-related expenses to save money for the state's health costs.

NCR, whose headquarters is in metropolitan Columbus, uniquely combines elderly housing and
elderly health-care expertise. It is the nation's largest non-profit owner and manager of
affordable elderly housing in the country, with more than 19,700 apartments in 330 communities
across 28 states and Puerto Rico. Moreover, NCR's elderly care division, Home & Community
Services, has recently implemented a service enriched elderly housing model at three Ohio
communities, one in Chillicothe, one in Gahanna and one in Akron. NCR also has a strong
balance sheet and excellent relationships with funders, lenders, and investors, so that a
guaranteed NCR-issued Social Impact Bond will command attention nationwide.

! Almost $18 billion in FY2011 for Medicaid, according to the Ohio Governor’s Office of Health Transformation,
hitp://oacbha.org/wp-content/uploads/201 1/03/Medicaid-Transformation-Summary. pdf, and $19.263 billion in 2011
on Medicare, according to the Henry J. Kaiser Foundation; statehealthfacts.org; Ohio Medicare Spending,
hitp://www.statehealthfacts.org/profileind.jsp?cat=6&sub=72&rgn=37.

Healthy Elderly at Home: Paying For Success in Ohio Page 2



Introduction

We know the adage to be true — “An ounce of prevention is worth a pound of cure.” And yet, we
often don’t implement these cost-saving strategies because of two key structural problems —a
time disconnect, where it’s often easier to pay for things tomorrow than today, and a silo or free-
rider problem, that the person or organization saving the money isn’t the one paying for the
prevention.

The P4S paradigm addresses both of these structural problems and is an immediate and viable
solution for governments interested in greater efficiency and social return on taxpayer
investments.

Care for the vulnerable elderly is a classic example of the value in prevention. We know that the
elderly will need health services and that, as we age, we will get to the point of needing some
help. We also know how to reduce expenses for the elderly — specifically, through prevention
which delays the moment they begin needing help and once they become somewhat vulnerable,
delivering the help they need in the least intrusive way, maintaining their independence as long
as possible. Conveniently, many elderly households are clustered in purpose-built senior
apartment communities, where delivering these services is both efficient and cost effective.

The elderly, therefore, are a natural constituency for the P4S model. Their numbers are big, the
costs once they need nursing care are exceptionally high, and the costs are easily reduced with
some preventive investments. Unfortunately, many proponents of the P4S model have focused
on less natural venues for a P4S implementation, such as homelessness, individuals aging out of
foster care and criminal re-offenders. While expensive for the State, these populations are much
smaller, reducing the potential impact of a P4S approach. Further, the place-based delivery
system and the housing issues for these populations are part of the hurdle to be overcome, not
part of the solution. Elderly residents, meanwhile, are already physically aggregated in their
senior independent living communities; the P4S contract only needs to solve the services side of
the equation, not the housing as well.

The P4S model is also the natural next step in the
evolution of service delivery for vulnerable
populations. In a previous era, non-governmental “An ounce of prevention is
organizations (NGOs) could ask for and get grants to
provide services with relatively little accountability for
the impact of their efforts. More recently, with a shift
to payment for performance contracts, there has been
some focus on measurement of activities and outputs.
The P4S model pushes the thinking to true
accountability, paying for the NGO’s results
(outcomes) instead of their activities (outputs). The focus is not only on outcomes, but on the
statistics and scientific documentation of those outcomes. The P4S model is a fundamental
realignment of how services for vulnerable populations are delivered and demands that service
providers think differently about their work, with a rigorous and explicit focus on the return to
the State of documented value from taxpayer investments.

worth a pound of cure.”

Benjamin Franklin
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In the elderly context, we look to the prevention of four major adverse event categories to yield
savings to the State, each of which represents significant cost to the State Medicare/Medicaid
system. They are nursing home admissions, the most expensive service option and the venue for
the greatest savings, followed by hospitalizations, emergency room admissions and falls. Each
of these adverse events has a clear and significant financial impact on State budgets. The
prevention model, however, goes much further. Adverse events earlier in a person’s life
trajectory, which are also either cost centers themselves or lead to major expenditures, include
high blood pressure, obesity, depression, over-prescription of pharmaceuticals and poor
understanding/coordination of care issues. Those who have studied the care of aging seniors
consistently believe that preventive attention to this latter group, as well as the former group, will
both reduce the incidence of the former group and save public funds. The P4S model focuses on
payment when the four high-cost adverse effects (nursing home admissions, hospitalizations,
emergency room admissions and falls) are reduced, but the service providers can use the funds to
target all nine.

To work, the P4S delivery system connects the NGO service provider that generates desirable
social outcomes with the governmental agency that benefits financially from these outcomes.
The contract allows the beneficiary, in one silo of government activity (health, in this instance),
to pay for the intervention in another silo (housing). The P4S model also overcomes the time
disconnect because, under the P4S contract, the government pays for the services affer the fact
from the savings that the NGO’s success generated. The P4S model is a vehicle for funding
services in an extremely efficient, market-based way to deliver the greatest possible value from
taxpayer investments.

Healthy Elderly at Home: Paying For Success in Ohio Page 4



Pay for Success through a Social Impact Bond
Transaction

The P4S transaction structure consists of four distinct components: the Pay for Success contract,
the Program Intervention Provider’s service model, the Social Impact Bond financing and finally
the Audit function, each described in detail below.

Pay for Success (P4S) Contract

The P4S contract transforms the structure of service delivery from the historically common
outputs-focused system to a highly accountable results-focused system. The P4S contract is a
bilateral contract between the non-governmentai PIP and the government agency which will
benefit from the cost savings. For elderly aging in place, this agency would be the State’s
Medicare and Medicaid administration. Some efforts to demonstrate an SIB model have
struggled with the inability to persuade the appropriate agency to engage in a relatively novel
cost-savings relationship. Key terms in the P4S contract include the following:

Identification of the state agency that will make performance payments under the P4S
contract and the budgetary line items from which payment will come.

A clearly defined population to be impacted by the PIP.
A clearly defined baseline against which to compare outcomes.

Clear moments in time at which to evaluate success and savings to the State, and hence
payments to the PIP, on a multi-year basis going out to approximately 8 or 10 years.

Clearly defined outcomes to be compared between the PIP’s population and an agreed
baseline (such as the State's Office of Budget and Management projections of elderly
health-care costs per capita).2

Outcomes reflecting a mix of minor and major results so that there is some room for
partial payments.

Clearly defined compensation for results with respect to some, if not all, of the
documented outcomes.

Adequate compensation to cover the risk to both the PIP and the PIP’s guarantor
represented by multiple years of work on a contingent fee basis.

Agreed methodologies and systems to collect data about results.

Agreement on a disinterested but capable auditor to make results determinations.

2 Health care experts have noted that there is no clear “smoking gun” documentation of the impacts of particular
service interventions, in large part because of the way data is (or is not) collected and reported. While the causation
arguments may not be settled at this point, the correlation is sufficiently strong to warrant implementation of the SIB
transaction structure.

Healthy Elderly at Home: Paying For Success in Ohio
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In addition, the P4S contract must be enforceable against the State throughout its full term, not
subject to appropriations or the caprices of a new legislature or a new governor,’ because
repayments to the SIB investors will be wholly dependent on those payments for their return. If
they are ‘subject to appropriations,” the capital markets and the PIP guarantor will be unable to
price the political and appropriations risk.

Proeram Intervention Provider (PIP) Service Model.

The PIP service model clearly identifies and prescribes the target population and the service
delivery model. The definition of the target population is the foundational element of the model.
Distinguishing features of the ideal target population, such as elderly aging in place, are the
following:

e Number served — The people within the PIP service model must be a sufficient number so
that their outcomes are not overly influenced by one or two outliers. In the elderly aging
in place example, an ideal population might be 200-300 across the measurement pool,
although not all would need to be in one physical location. Certainly any population of
50 or more should be viable.

o Representative of a large population — Those participating in the service model should be
representative of a large population, both so that the SIB model can be replicated widely
with maximum effect and so that the control group against which the PIP’s outcomes are
compared is relatively stable and not influenced by the service intervention itself.

o Deserving — The ideal PIP is focused on a population seen as deserving of government
support and services, with vulnerabilities that arise not because of personal failures or
self-destructive choices, but from things beyond their control. The elderly become
vulnerable because they age, they outlive their spouses and they overburden their family
support networks.

e Expensive — The government must currently have accepted a financial obligation with
respect to the target population. Low income elderly are known as “dual eligible”
individuals — eligible for both Medicare and Medicaid services. Given that the highest
health care costs are incurred at the later stages of life, this group is a significant expense
for the State.

o Reasonably similar in composition — The service model depends on systematized
offerings, particularly if the model is to be replicated across a larger population, so the
profile of the PIP clients is reasonably similar to the profile of the comparison group of
individuals not served by the PIP. Certainly those “dual eligibles” within a pilot program
will be similar to “dual eligibles” not in the program. Significantly for the potential
replication of the model, they will be similar to the broader Medicare population since the
infirmities of age do not discriminate by income.

? There are some fairly challenging appropriations-obligation and contractual challenges associated with this
requirement; particulars depend on each state's specifics, and the design of an appropriate mechanism for Ohio is
beyond the scope of this paper.
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o Able to be helped — The PIP must have some prospect of producing results. The literature
on the impact of services in reducing the rate of falls, depression, obesity, hospital
admissions and re-admissions and nursing home utilization is robust and compelling.

o Not currently well served — Corollary to being able to have an impact, the population
must not be currently well served by the existing delivery system. Relatively few low-
income elders are in living environments which actively support aging in place.

e Suitable for place-based intervention — Given that the PIP must produce results over
time, there is a premium on sustained participation in the PIP’s activities from a
consistent pool of individuals. The elderly move homes relatively infrequently, so
services provided in a residential apartment complex are likely to have that sustained
contact with participants. A residentially-focused place-based approach also enables
economies of scale and allows for cross-benefits between health-care and housing
activities.

The second core element of a successful PIP is that they have a clearly defined service delivery
model. Program interventions and protocols must be fully developed, routinized, and not
dependent on idiosyncratic conditions such as the dynamism of particular staff. Elements of a
strong service delivery model include:

¢ Routinized procedures which can be monitored and replicated,

e Quantitative evidence to support program interventions;

e The ability to document and quantitatively test new innovations within the programming;

o The rigor to tailor the service delivery primarily to results-oriented activities®;

o Quantified inputs, such as up-front capital costs and on-going operating costs;

o Data systems adequate to track outcomes; and

e Quantified, observable outcomes that all parties accept as good proxies for program
success.

The PIP can implement the model with its own staff or by contract with one or more service
providers working under the PIP’s supervision and programmatic direction. (The PIP’s
guarantor may want to have some reporting oversight to ensure quality control.) Whether
delivered directly or by subcontract, the PIP must ensure full integration of the components of
the service model and accurate data collection by all members of the PIP implementation team.

* This rigor has been resisted by some potential PIP sponsors. The tension lies between an “all-you-can-eat
approach” in which the PIP sponsor provides a range of services which undoubtedly improve quality of life but
which may not have a direct cost-savings impact and a “what-we-will-pay-for” method framed by the potential
savings to the government. The SIB transaction must be focused on those interventions that have quantified or
quantifiable results with respect to the Medicare/Medicaid budgets. Other quality of life services would still need to
be paid from the sponsor’s cash flow (profit) or philanthropic funds.
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Social Impact Bond (SIB) Financing

The P4S contract only pays the PIP after results have been achieved. The PIP and its guarantor
need to find a source of funds to implement the services program for up to 10 years before
recovering their costs. The SIB financing, which can be structured as either debt or equity,
bridges this funding gap.” The funds cover several distinct cost categories, including:

o Up-front capital costs to launch the PIP’s service model, such as physical retrofits of
program space and purchase and development of data systems;

e Transaction costs, including legal fees, any loan or investment asset management fees,
guarantee fees and potentially a sponsor fee to the PIP;

e A declining balance reserve to fund operating costs through the term of the P4S contract;

e A declining balance reserve to fund interest payments (if applicable) through the term of
the P4S contract; and

e A declining balance reserve to compensate the auditor through the term of the audit
contract (see description below).

While all of these funds must be identified at the time of the financial transaction closing, the
parties may be able to sequence the draw amounts over time in order to manage the cost of
capital. Similarly, interim payments under the P4S contract may obviate the need for operating
funds in the out-years, or may permit partial returns of the capital advanced.

The central underwriting questions in the SIB financing transaction are the likelihood that the
PIP will achieve the contracted results, triggering the P4S contract payments and avoiding the
need to call on the PIP’s guarantor. The underwriting will look to the quality of the sponsor and
guarantor, the PIP’s track record in achieving outcomes and the terms of the P4S contract. The
SIB financing may also be a shorter-term instrument than the P4S contract. The SIB financing
may be, for example, a 5-7 year instrument relative to an 8-10 year P4S contract.

During the pilot period, the terms of the SIB financing are likely to be more lenient with respect
to any failure to meet the P4S outcomes in order to help prove the concept. However, even now
and especially as the SIB industry moves to scale, security for the financing is likely to be a
major subject of negotiation. Lenders or investors may seek above-market returns, guaranties or
a security interest in real or personal property to guard against defaults and any failure to meet
the P4S outcomes. The PIP will want a guarantor to share the risk, particularly during the pilot
period. Philanthropies will be necessary to credit enhance the transactions, backing guaranties
with their grant funding capacity and protecting the PIP from some of the uncertainty and risk of
the new legal structures. As the SIB market matures, service best practices will be more widely
understood and disseminated, sponsors will have better data and a comfort level with
underwriting their results and performance will be more easily underwritten. These trends may
reduce the need for credit enhancing guaranties over time and, eventually as the SIB concept
becomes less novel and the perceived risk of the investment falls, the financing terms will relax.

> The SIB financing is sometimes referred to as a Socially Aligned Value Investment (SAVI).
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Some SIB lenders and investors may be brokers or syndicators, acting on behalf of third party
impact investors. In other cases, the PIP may be sufficiently sophisticated to eliminate the need
for a broker or syndicator, working directly with the investors.

Audit Function

The fourth and final component of the P4S structure is the audit function. This is a multi-lateral
contract arrangement involving, at least, the PIP, the government agency and an auditor. Ideally,
however, it might also include the lender or investor in the SIB financing contract and the PIP’s
guarantor. This contract defines the predetermined methodology to evaluate results, and
identifies an independent third party to evaluate whether payment is due under the P4S contract.
This evaluation mechanism does raise potential privacy and information security concerns under
the federal Health Insurance Portability and Accountability Act of 1996 (HIPAA), but HIPAA
experts have identified workarounds that would comply with the letter and spirit of the law and
provide adequate information to support the audit function.

Ideally, the audit contract would also include a pre-determined strategy to address exogenous
policy changes. For example, changes in the Medicare or Medicaid rules at either the State or
Federal level may make some services more widely available in the comparison group, thereby
reducing the differential between the PIP participants and the comparison group and reducing the
payment amounts. Given the potential changes in the health care delivery system nationwide, it
is particularly important for the parties to anticipate how they would address these outside
influences.

Sponsor & Service
Provider (PIP)
| Structure Transaction &
Deliver intervention

Govermment Agen
Impact Investor Custorier { Agency

Provide Payment for

Provide Capital for
Success

Return

‘ Observer/ Auditor |
Measure Success

Sponsor {PIP) identifies and selects Customer and Service Provider/ Intervention Paradigm

Sponsor (PiP) negotiates and signs Pay-for-Success (P4S) Contract with Government Agency |
Sponsor {PIP) raises capital from Impact Investors based on credible return expectations

Sponsor (PiP) likely teams with a guarantor to credit enhance the investrnent opportunity

impact Investor may act through brokers or syndicators

mawNe

Figure 1: Who does what, with whom? The graphic identifies the major parties in a P4S transaction and
their primary roles.
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Figure 2: Social Impact Bond Transaction Structure. The graphic illustrates the relationships among the major components
of a SIB transaction and the flow of deliverablcs.
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National Church Residences as Program Provider

National Church Residences is an ideal PIP, given its deep expertise and capacity, its existing
emphasis on outcomes and data, and the fact that it has already implemented the service-enriched
elderly housing model at a few sites within its portfolio.

National Church Residences (NCR)

NCR is a not-for-profit 501(c)(3) housing provider primarily focused on senior housing and
headquartered in Upper Arlington, Ohio. With over 330 communities in 28 states and Puerto
Rico, serving 19,722 households, NCR is the largest non-profit developer and manager of
affordable senior housing in the country. NCR has a highly sophisticated workforce of over
2,200 employees in the housing, service and medical professions.

NCR’s size also translates into financial strength, making it the ideal PIP. NCR has a very
strong, “underwrite-able” balance sheet, with 2010 total assets of $75 million and unrestricted
net assets of $16 million. NCR also has existing relationships with philanthropies which may be
interested in credit-enhancing the SIB instrument and underwriting the P4S concept.
Sophisticated investors will accurately underwrite the sponsor risks as relatively modest,
allowing them to focus exclusively on the transaction risks. Given the reduced risk, the
transaction may not need an SIB broker or syndicator to identify and aggregate potential 3" party
investors pooling several smaller investments. NCR may be able to serve as its own capital
intermediary, working directly with fewer, larger investments.

NCR pairs its size and stability with deep substantive knowledge of both housing and health care
issues, and the intersection between them. In addition to its many independent living apartment
communities, NCR owns and operates five assisted living/skilled nursing facilities and six
continuing care retirement communities. Through these properties, as well as NCR’s senior
home health care agency (Home & Community Services) and six adult day care centers, NCR
staff has developed an in-depth knowledge of both the services and health care needs of Ohio’s
seniors and the affordable housing communities in which those services can be offered.

The NCR team has built a track record of achieving impact. NCR recently implemented a
service enriched elderly housing model at three sites in Ohio. Although these were fully licensed
facilities and were implemented with a more grants-dependent funding structure, they are a close
model for the P4S service enriched housing model. NCR’s accounting and technology staff have
developed strong organizational information systems which would be the foundation for
necessary data gathering in the P4S context. NCR is also familiar with the issues raised by such
data needs, as the NCR team worked closely with a health data consultant to measure the impact
of their service model on resident health and on medical expenditures. The resulting study,
“National Church Residences Housing Study Project: A Final Report,” by Health Management
Associates, dated July, 2012, independently verified and documented the outcomes, including
cost savings, from NCR’s service delivery model at these three pilot sites.

NCR is a PIP with deep financial, organizational and substantive capacity, and its 58 senior
living communities in Ohio offer multiple venues to replicate the pilot at scale. As noted above,
a successful elderly-oriented P4S model depends on the availability of low-income senior
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apartment communities in which to nest the
services. NCR’s affordable housing
communities — supported as they are by
housing subsidies — provide the ideal
locations. As demonstrated at the three pilot
sites, the P4S contract only needs to sustain
the services overlay, not the entire program.
As residents and the existing housing
subsidies fully cover the shelter costs, NCR’s
portfolio is the perfect vehicle for a place-
based solution to promote elderly aging in
place with services to prevent or postpone
expensive Medicare/Medicaid costs.

NCR’s Senior Housing Model Figure 3: Dining room at Stygler Commons

NCR has implemented an Assisted Living Waiver (ALW) model for seniors to age in place at
three Ohio communities - Hopeton Village in Chillicothe, OH, with 108 units, 41 of which are
part of the ALW program, Stygler Commons in Gahanna, OH, with 33 ALW units, and Portage
Trail in Akron, OH, with 183 units, of which 71 are ALW units. The ALW program is a close
template for NCR’s proposed Enhanced Community Living (ECL) model. Due to the funding
for these three pilot properties, NCR was required to implement these efforts as fully licensed
Residential Care Facilities. The ECL model would not seek RCF status and would implement
most elements of the ALW model — as many as possible absent RCF licensing status. NCR
believes the service levels would be quite comparable between its proposed ECL model and the
ALW model, but could be achieved at significantly lower cost.

NCR’s ECL is designed to meet established health goals, proactively manage chronic health
conditions and ultimately reduce Medicare/Medicaid health care costs. The communities, like
the three pilot sites, would serve a “dual eligible” population — seniors eligible for Medicare
services who are also low income and therefore eligible for Medicaid.

The services are delivered in
multifamily affordable housing which
has been retrofitted to accommodate the
! program. The pilot communities were
) built with federal and state affordable
@l housing subsidies and consequently
serve seniors with incomes at or below
| 60% of Area Median Income (AMI).
Medicaid eligibility is calculated in
relation to a percentage of the Federal
Poverty Level (FPL). In Ohio, the
eligibility thresholds for elderly
Medicaid participation are 65% of the

Figure 4: Physical therapy at Hopeton Village.
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FPL for singles and 83% of the FPL for couples.® While not complete, there is significant
overlap between the housing eligibility and the Medicaid eligibility among typical residents of
NCR’s housing portfolio.

Under the ECL model, the resident lives in his/her own private apartment with on-site access to
the individually-tailored supportive and health-related services necessary to avoid
institutionalization and maintain optimal health status. The program priorities are to:

¢ Engage residents in the management of their chronic conditions;

e Increase coordination of the care of each resident’s conditions;

e Increase the likelihood that changes in health status will be identified in a timely way;
e Expand access to services and supports delivered on an intermittent basis;

e Reduce emergency room visits due to preventable medical issues;

¢ Reduce hospital admissions or re-admissions within 30 days;

¢ Reduce nursing home placements; and
e Increase the length of time living in

the community.

The program integrates health status
monitoring activities, flexible delivery of
direct services, and social supports to
encourage physical activity and combat
social isolation and depression. The services
are delivered by a team of nurses and direct
care staff. Elements of the service program
include:

Health status monitoring

A “Nurse Navigator”;

Establishing measurable health goals:
Identifying modifiable health care risks;

Implementing and monitoring specific activities to achieve these goals and reduce risk;
Medication administration;

Assistance accessing other health services;

Emergency response system (pendants and emergency pull cords); and

Education on self-managing chronic diseases and chronic health conditions.

Figure 5: Computer lab at Hopeton Village

¢ Henry J. Kaiser Family Foundation; statehealthfacts.org; Income Eligibility Requirements Including Income
Levels, Disregards and Asset Limits for the Aged, Blind, and Disabled in Medicaid, 2009,
http://www statehealthfacts.org/comparereport.jsp?rep=59&cat=4.
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Direct service activities

Daily on-site access to assistance with activities of daily living;
Assistance with household management and personal affairs;
Monthly housekeeping; .
Laundry service;

Daily or monthly wellness checks; -

Physical therapy, occupational therapy and speech
language therapy; and

e Assistance with the transition home following a
hospitalization or nursing facility stay.

Social supports

Adult day services;

Dining services (continental breakfast and evening
dinner);

Beauty salon;

Fitness equipment;

Computers, libraries and lifelong learning centers;
Scheduled life enrichment activities;

Scheduled transportation to appointments and
activities; and

e Facilities for resident-organized social activities.

Figure 6: Library at Hopeton Village

NCR has established these programs in a highly replicable way, with consistent processes,
manuals, handbooks and forms used at both facilities. Further, these procedures are routinized,
as is necessary for a successful P4S initiative, and tailored for impact on the State’s
Medicare/Medicaid expenditures.

As noted above, the study by Health Management Associates (HMA) also documents the cost
savings of these interventions. HMA assessed the residents/participants in the Hopeton Village
and Stygler Commons based on medical acuity and functionality scores, using the Resource
Utilization Group (RUG) scoring methodology, and then compared these individuals with
residents of Ohio nursing facilities assessed as having similar RUG scores. HMA documented
that the differential in health expenditures between the two groups is $73.08 dollars per day.’
This differential included all professional health care services provided to the studied
individuals. HMA has also documented that these results are supported by the literature
regarding services for elderly residents living independently and by the recent experience of
Ohio’s efforts in this area.®

7 «“National Church Residences Housing Study Project: A Final Report,” by Health Management Associates, dated
July, 2012, p. 20. The total NCR PIP participant cost is $76.36, including the day rate of $67.40 and the
Medicare/Medicaid reimbursed “card costs” of $8.97. The nursing facility numbers for the population with
comparable RUG scores are $149.44, $134.94 and $14.51, respectively.

¥ «National Church Residences Housing Study Project: A Final Report,” by Health Management Associates, dated
July, 2012, p. 6-11.
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Financial Model

Based on the data from HMA'’s study of cost savings, as well as operating expense figures from
the Hopeton Village and Stygler Commons communities and the capital investment figures from
the Hopeton and Stygler build-outs, Recap has developed illustrative financial projections
regarding an SIB transaction. Some of the figures from the Hopeton and-Stygler transactions
have been adjusted based on the scale of the modeled transaction and other assumptions.

While a P4S contract could be instituted on a property by property basis, there are significant
transaction and administrative cost savings — both to the State of Ohio and to NCR — from
working on a pooled basis. A pooled P4S contract would draw units from several different
propetties, overlaying the ECL service model on some units within each property. The initial
capital investment could be delivered either all at once or sequenced if conversion of the
properties cannot occur simultaneously. From the State’s perspective, the timing issues are
irrelevant since the State only pays under the P4S model for savings actually delivered. The
details of fund advances and launch dates would be negotiated between NCR and its investor —
the parties to the SIB financial transaction documents.

Recap has modeled a $15.5 million transaction, which would serve 200 units pooled across four
sites. Each of the four sites would have 50 ECL units and al50 standard independent living
apartments. This model replicates the continuing care community model which provides quality
service and is popular among higher-income groups (although not at the levels of non-medical
service and luxury available in those communities). If the nursing home eligibility outcomes are
tracked for the additional, standard independent living apartments, prevention measures offered
throughout the continuing care community which delay the onset of the need for additional
skilled care could also be valued. A system focused exclusively on the nursing home eligible
clients, such as the ALW financing program, may not have the flexibility to serve both the ECL
residents and the associated independent living residents and reduces the extent of prevention
efforts before the acuity levels reach the point of needing an ECL apartment. Since the P4S
model only pays for specified results, the State would not need to implement regulatory
oversight as to whether the services are necessary, allowing the PIP flexibility to invest in limited
services to the larger population if the PIP determines it is cost effective to achieve the specified
results.

Recap has not modeled any P4S payments associated with adverse events other than the daily
census of residents living in the ECL community who otherwise would be living in a nursing
facility. We would anticipate, however, that the data systems, and potentially the P4S contract,
would track additional measures of impact on adverse events such as hospitalizations, hospital
re-admissions, emergency room visits, falls, pharmaceutical over-prescription and many other
cost centers, and could even compare the health effects of the associated, fully-independent
living apartments at each site against a parallel-capacity senior population.

Key assumptions in the model are set forth below:

e 10 year P4S contract negotiated with the State of Ohio;
¢ 10-year SIB financing based on an equity investment model;
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e Cost savings per day equal to the 52% savings per day relative to nursing facility care
that the HMA data documented for the AL W model;

e 75% of cost savings paid to the PIP as the pay-for-success fee;
e 3% of P4S payments as a priority distribution to the PIP in fee;
e $77,500 up-front capital investment per unit;

e $22,000 annual operating cost of the PIP service model; and

e 8% priority returns for the investor’s limited partners.

Based on these assumptions, the model indicates that the investor would receive an 8% IRR, net
after fees and splits, from the transaction. While P4S contracts are still relatively new, the SIB
investors and the PIP itself may look to credit enhancement from philanthropic program related
investments in order to mitigate risk and uncertainty. The model could be adjusted to provide a
portion of the potential investor return as a guarantee fee. The impact of credit enhancement is
not specifically modeled in this scenario. The model further indicates that the State of Ohio
would save over $10 million on this population of only 200 individuals.
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The State of Ohio as Government Counterparty

Governor Kasich observed in his August 28 speech to the Republican National Convention that
keeping older Ohioans living independently saves the taxpayer significant funds. The concept of
the SIB transaction is an intuitively elegant and efficient way to operationalize this strategy.
Finding the unitary governmental counterparty to make the deal work may be more challenging.

Multiple state agencies, and silos within agencies, may see savings from the PIP’s service model.
Given the pressures on state budgets, each agency or silo would prefer to be the “free rider,”
benefiting from those savings while allowing other budgets to shoulder the administrative and
payment obligations under the P4S contract. Given these pressures, it likely will fall on the
Governor’s Office itself to bring the key governmental parties to the table and reallocate budget
authority among silos to fund the P4S payments. In Ohio, the following Cabinet officers will
probably need to be involved in these discussions:

¢ David Goodman, Director of the Department of Commerce and Chair of the Ohio
Housing Finance Agency

¢ Bonnie Kantor-Burman, Director of the Department of Aging

¢ Timothy S. Keen, Director of the Office of Budget and Management

¢ Greg Moody, Director of the Office of Health Transformation

¢ John McCarthy, Medicaid Director, Department of Job and Family Services
o Tracy Plouck, Director of the Department of Mental Health

These discussions would need to achieve several outcomes to prepare the State to be an
appropriate counterparty for an SIB transaction. First, one agency would need to be identified as
the lead agency to execute the P4S contract and to have the authority to determine, on behalf of
all of the agencies, whether the success benchmarks have been met. Second, the savings that
would accrue to each agency from a successful PIP would need to be identified. Third, the
respective agencies would need to agree on a mechanism to reallocate budget authority 2, 5 and
10 years down the line from the “free rider” agencies to the lead agency. Fourth, the lead agency
would need to identify the appropriate budget line item from which to allocate funds and to
determine whether to appropriate funds annually to reserve against the future payment
obligations. Finally, the respective agencies would need to agree on whether the allocation is
subject to adjustment if the savings prove to land in unexpected ways. (If the savings are not
realized, no payment would be required under the P4S contract.) The specific mechanics will
vary from what is described here in order to match the State of Ohio’s budget processes, but the
general concepts are applicable.
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Potential for Scale and Future Growth

According to the 2010 Census, Ohio is home to 1,622,000 seniors,9 of whom 67,000 live in
nursing homes.'® As the HMA data indicates, every 200-unit ECL occupied by seniors who
would otherwise be in nursing homes will save the State over $1 million per year.

‘Further, if the ECL is placé-based with other independent living senior apartments, incidental

levels of service to those living more independently could avoid other health care costs
associated with conditions from depression to falls and hospitalizations. A literature review by
the Affordable Housing Institute found that pharmaceutical use interventions could reduce over-
prescription adverse events by 11-17%. Similarly, different prevention strategies reduced falls
between 7% and 66%, emergency room visits by 17%, inpatient hospitalizations by 33%, re-
hospitalizations by 30-45% and nursing home admissions by 17-42%.!! As the 1,555,000
seniors currently not living in nursing facilities age, these programs and the potential to delay
nursing facility admissions could yield significant additional savings. During the early years of
the SIB demonstration, these ancillary savings would probably not be covered by a P4S contract,
but would be documented for purposes of future SIB transactions.

The potential benefit to Ohio from the SIB model is further reinforced when one looks at the
Medicaid population specifically. Individuals in need of long term care represent 7% of the
Medicaid population, yet consume 41% of the Medicaid budget.'” According to the Kaiser
Family Foundation, Ohio currently serves over 312,000 “dual eligibles.”"* Ohio typically spends
over $6.1 billion per year on long-term care, of which over $2.7 billion is on nursing facility
care.'* As these numbers suggest, when the SIB model is rolled out broadly across the state, the
potential savings are enormous.

Having already implemented the ALW service delivery model at Hopeton Village and Stygler
Commons, NCR has a good understanding of its ability to replicate the model in the ECL format
elsewhere across Ohio and the demand for the service is likely to remain strong.

NCR is poised to implement the ECL at several of its senior independently living communities
across the state. Each specific property might have a blend of service-intensive households in a
mixed community with more independent households in order to maintain a more normal social
structure, permit seniors to move in when they are healthier and age-in-place within the
community, and permit some of the second tier interventions to prevent conditions such as

% U.S Census Bureau; American Fact Finder; American Community Survey; Population 65 Years and Over in the
United States; http:/factflinder2.census.gov/faces/tableservices/jsf/pages/productview.xhimi?sre=bkmk.

10 o4 Dept. of Development - Policy Research & Strategic Planning Office - Complete Content Profile for Ohio -
Dec. 2011, pg. 13-14; htip://development.ohio.gov/research/documents/P1119.pdf.

! Affordable Housing Institute, June 15, 2012.

12 Health Management Associates, p. 7.

1 Henry J. Kaiser Foundation; statehealthfacts.org; Individual State Profiles; Ohio: Dual Eligible Beneficiaries:
hitp://www statehealthfacts.org/profileind.jsp?ind=303&cat=6&rgn=37

" Henry J. Kaiser Family Foundation; statehealthfacts.org; Individual State Profiles; Ohio: Distribution of Medicaid
Spending on Long Term Care, FY2010;

http://www.statehealthfacts.org/profileind.jsp?ind=180& cat=4 &rgn=37&cmpren=1
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depression and over-prescription of pharmaceuticals among the more independent members of
the community.

NCR could implement the ECL program either on a property by property basis or through a P4S
transaction which pools units across many senior living communities. While the pooled structure
introduces certain legal and structuring complications, it also offers significant transaction cost
savings and allows a more rapid roll-out.” Even at a modest pace of only 200 units launched in
2013, NCR could save the State of Ohio over $1 million annually, even after paying the PIP its
share of the savings under the P4S contract, with a $4 million savings through December 31,
2014, due to the delayed payment structure. At the rates documented in the HMA study, a more
aggressive pace of P4S contracts which cover 1,000 units — units which already exist in the State
- could save Ohio well over $50 million, after payment of the P4S obligation, over a 10-year
period.
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Conclusion

As this feasibility concept note indicates, the potential to implement a P4S model focused on
vulnerable elderly is very achievable within the next handful of months, assuming interest from
the parties described here. NCR offers the ideal locus for place-based services in the
independent living senior apartment communities NCR owns and operates across the state.
These communities can be transformed to provide NCR’s Enhanced Community Living model,
which NCR has successfully tested at both the [Hopeton Village and Stygler Commons
communities.

The P4S-SIB transaction model also provides a relatively straightforward mechanism to
implement this reform in the delivery of health services. Unlike the Hopeton and Stygler efforts,
which relied on cobbling together multiple funding sources and discretionary grant funds to
cover capital improvements, the P4S-SIB model offers a single, unitary financing mechanism
entirely within the reach of the two critical players — NCR and the State of Ohio. The shelter
costs are already structured, and the SIB will fund both the up-front capital conversion to the
ECL model and the ongoing services program,

The P4S model when applied in the elderly context provides a powerful opportunity to overcome
the timing and silo barriers which so often block preventive investments. The State of Ohio has
the opportunity to save millions of dollars over the next 10 years, while NCR has the opportunity
to enhance its mission of delivering quality living options to low-income residents of Ohio. The
P4S model is, literally, the ounce of prevention to produce a pound of cure.
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Exhibit 1: Glossary of Acronyms
ALW Assisted Living Waiver
AMI Area Median Income
ECL Enhanced Community Living
FPL Federal Poverty Level

HIPAA  Health Insurance Portability and Accountability Act of 1996, often referring to the
patient privacy and information security provisions

HMA Health Management Associates
NCR National Church Residences
NGO Non-Governmental Organization

OHT Office of Health Transformation

P4S Pay for Success, often used in counterpoint to a pay for performance (P4P), outputs-
oriented structure
PIP Program Intervention Provider

RCF Residential Care Facility
RUG Resource Utilization Group

SIB Social Impact Bond
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Exhibit 2: Pay for Success Model

Please see attached.

Healthy Elderly at Home: Paying For Success in Ohio Page 22



JudWWISA0T 0) STulAes Jo anfea Juasaty 0S9VIE0L §

3u() peoweyu3 1od UONUAIDIN G JO 150 [BUNNY 610°TC S
W) paouequT 15d UOPUOAIONE I JO 1500 [BRde) 18Y'LL S

93J SSI00NS ) SE J1d 2 01 pred SBULABS 10D JO %G/

10359AU] IS SY 03 13U AT %R
wsunseauy Aabg puog pedur] (100§ 000°005°ST $

JOBIUO) §53990§ 10§ AeJ Jea X O]

12POpy puog pvduf 01208

Sosni|
008 0 ] 0 1 00z 00z 00Z 00z — SIEIL
0 [¢] 0 0 0 0 0 0 0 U] [oNgng
0 yqT
0 g1
0 HE O SIS PIUa0L]
00T 0 0 0 1] 0§ 08 0% 05 RUU [FI0INS
- ————— - — = —
0 yazT
00T 0S 05 0 0 a1l
0 HE0 SINAIIS PROUTYUT
o9 0 0 0 [4] 05 0cl 051 oSt WapUAdEpU] [VIONNS
== = T ==
1= R4
009 051 051 [H] 051 R
Y Haa Funaiy Juopuadapu)
FIoL q ol 0 doig H doigd v doid T
X
%008 12)BY] JUMODSI(T JOISIAUL Kunbg Jaanjonas Aunba Jo 1q3p ® Bwsn grs a1 s[
%008 918y JUNOISL(] INYBA JUISALY 'sarpadoud Jo Jaquiny
AUMINDS VOIS |,
5]D}01 24D SJ122 ABUDI) JODHUOD S 3L Ui SII3) 1ID4UCD 34D S]130 Ayding
SUOIIDIOU 24D S[[A0 UFDID) suondumssp 30uadafa4 340 120 anyg
Bupouvurf GIS ay) Ul SWIBT [IDINUOD A4D SJ{AD Py snduy 3uprimiopum 34D sp19 MopaL
SUOHIRISUT PUE SION
Z102°7:0( ‘uoIsIAl Jolew 1se] $BoUBPISAY 12477 [DUCHDN nosuodg
O ‘31S Padaloag {Uonedo| 1004 GIS 010 [031124I0dAH :aure 19sforg
fosg
SI0SIAPY E)SH Ry desay
100d IS 0140 NN 1004H



T sded zT0Z/2/0T Jejuapyuo) uIosIAPY 23Esy ey deaay

UK6LTE = BT (=33 §50°01 0T =%l
8OL'¥01 ¥ 68y {] 18€'9 96I'T 05L'
$OL'SL1'E o 696 696'E LL9'E £00'S 909'T
_— == == = =S
£€09 ££09 233 9828 L0685 B LY fies waip sod seoinseg
018'b9T'S 8102z 610 ser'l S6Z61 29612 Lv'Ll sssuady Buneadp 2o0ns
59) [¥TUSPIFaI AQ PIRA0T AfITRIILId ST 1 10y 53) PSR UE | 000 0LE 0ss°L 0581 P58 1 1611 9T E
183k 1=d AuedoadpyLg Te S59) 4os1 | 000'8T SE 13 (13 wEQ F Mojouyss L.
2Rp VIAH Wwosd| 018'$9 PLz'E pLz'e 150D prE) Y
000'SYT 000° 000'L st L6t 0Z0't 188°1 (Adwsay 1) o[qesInquIIag-UoN
13 305 K13A119p 59| TS(1I Joj POGY OU 14o%) Ked paLrels 1uPeRY BITAS 1539 Y1 sapnjoul voidof] | 000'051°1 osL's 0sL'S © 28L'S €EI'9 0IS'S (99 ‘ulwpy ‘pooy) s150D 58D BApU]
000'S6£'1 SL9'8 SL9% ] 6L9'8 £96'01 L£8'0 (Buis.mp) $1500) 9187 100K
00029 SET [314 $T 6¥Z 14 092 (Aiddng [eapajy) 150D paroatosd
o “sajddns soygo ‘Fuluren Jyers £|uo - sanianom weBoud s3pnpxe wel aull IS :p1/6 IFW- JTed 30f| 000'091 00T 002 007 seueBy Jeung 7 sdO walod
SIUN {8 10§ YONBUIPIOOD IAIIE 000008 000°I 000'L 000'L SET'L P10T €19 UORFUIPL00)) SSOAIGS JUIPISTY
60T TEs SPs SPE'S 0£E'S £56'9 SHEY ssuadxg Suneid (enuaptsay
] BT
000087 4114 0SE oS¢ 15¢ 144 92 sisodeq Aoy JuIwROR(dRY
%0 8 %8 %8 %3 %E 8 %L 8 %98 19340 % 51 89 Juowat My
960965 L SwL SwL Lot 56 L6§ w4 JusweBeumiy
000'VZ¥ 0ES 0€§ ogs LS 6L 41 SounITAU] 2P waXEL, ST (WY
000°080' 00€'1 00€'t 00€'( 00€°L s’ 011 SomINN
000'09S 0oL 00L 0oL 269 828 86 BunivaedQ 7 SUTURIUITAL
000'9LE' ozL'l ozL't oTL't 80L'I [i,ix4 Lal {lo1deq 3 UOYRDSIUIWPY
ey
2USECS - 03T gre) 9L9'ST 8EL'6L [rxaf¥ 4 SLION] 13000 3MIN FORY
. = Mol PIT) Wos) ISIsaaM kl\ﬂm
sued 38| 000011 . 0ss 9z'l 80L'T 909 U
785'060'p . sYL'R1 1148 Juaukng 00007 $8900NS 40y A3
SE6'39L - 012'c ne snt0say Buniuig Sunsiedo €1S
< - [sia%4 6v9°12 v19'9T TURWIEMQUIIRY PPN
00Z'1SH'L 1zZ0'6 yLE'6 vIE'S 900°6 095°11 1569 SUI00U] 55010 SANOAYT |BRUIPISTY
00v'81 ] [ © 3 L 3 QO] [SREPIIY SO F ApURE]
o 's %8 %S %S %Z 8 AR %T ¥1 Y SUDISEAIU0/KOUEIEA
(o0Z'165) (z81) (68%) (s8%) (862} (L9€) [C28)) SUDIESIU0) PUB KOUEBDUA
000'v78°L 08L'6 08L'6 08L'6 18L'6 126'(1 650'3 GNUAASY [ELUIPISIY [ERLII0 S5O0
Bl
530N moL Z107 Zroz zroc A3 4p3f
au3SEy papuzg 433445 voyadopy :204n0§
FUIGN I SLOoU] TN Jad PosusdT pasuaany pasuadnry
TSP
wmio osd Nt}
Z210Z01 PPopy puoy odiaf poos

1004 GIS OO mIuIReds S10S1pY 2mIS o3y doooy



T @8ed

zroz/z/ot

[ERU3PYUO) SJOSIAPY 3)EIS3 [eay deasy

bETE 91

Wen)pmiang

000°008°SL

£L6'9T1

ZEP'89 SSS'6S |

SS6°'761

Spun,j Jo S9N0G [RI0].

000°00§'s1 00§°LL

99L'965'S1 r8YLL

98
Pis'el
£0ZTI1

££5'9Z1

0Z6°1 e

TLS'99 §55'651

TEE'9 S6S°6S1

00579
SSP'zel

SS6'v61

30

Spun g yuaurpuswy 4o

§1d1209y [ONPISSY YD

SoIpIsqng /sl

puog 108dw |B100S
spund fo s2aunag

spun, Jo sasq) (8o,

SAALasal PUE S99 GUISUBUL] S1503 JOS 7 PI8Y O] PH{AUE Ja] 6 JTeIud3og

13} PPRRu0)) Spd Jo feak 1ad 00o°0ES

$1509 JOs 510 JO %S

Qeunisy

sjewnsg

Apadoid sad oog

nup) pasuadry/paoueyuy 1od goLSE
1up) pasusdrT/pasueyus 13d 000r$

Kuadoid 1od yoeg

UolaruISuoD prey Jo %01

1) pasuoty/pasueyuy Jad Y6§ ¥ Apune(uayony [e1a1sunuod Jof s Jad Ng§
i _ UOHOTIISU0D PIBY JO %40[

Sl

ST910'6C

000°%
005°t
[92:39

0007008
000°00¢
000°SLL

000°0Z6°0L

61E'601

6ET'L 182°0T

€61°19 PLT'6EL

181°¢E

rLL 191

SI0N

[eoL (o} @ yua)

nup 18g

e a
pasuadiy

1t woladayy
pasuaory

iy
pasuT

1 001330}
pasuaoyry

FUNLMIIPUN

W) 394 SOU0R10Y

294 J0SUOTS, %5 1
9AIASIY IS31NU] FIS
aa1esay Juiyuis Suieiado g1
9AIDSIY POV HIS
§39,] UBOT IS
Kouadunuoy) 1507 Yyog
SWERSUOD)
$1500) Futsoy) 7 $994 [Fe]
H3D) 1500/90Ue MSUJ/UOLENSIUNIPY
sso Aouedep
uouedo(aY
SISOD) UOTIDESUBL],
justudinbyg 29 sSurysiumg
Kousunuo)
uonINYsSuo)
SJS00) YO S/[eINIOYOTY
wswiseau] repdery Juoydn
spuny Jo sasy
7204n08

$98[] 79 FRIN0S

Ziezzor
100d g1S oM woNsyloddy

1popy pung povduy [opog
S40S10pY DIST Y dDIZYy



1 aded

z10z/Z/0T |RRUAPYUO) SIOSIAPY 3)ST |e3Y deday
IO6D0TL] GresLe9) (CsCtse?) WSCOrs9) Giless|l I80.6c!  SDIOILT 920081 FGLiShl  T95Fall  IS9Tell 6613901 91901 61901000 SILTIS wold gary
worssTe)  Lse'vso's) Ssemig) (KSTiess's) (££S'166'7)  SexTIR (11§41 0P1'90Z €6€'861 08’061 S95'e81 1L'9LY €85'691 S6H'T91 600°1 MO HED) WO
LOF060°TT  SIORLOM  TOIR90'l TR0l L6CTE0NL  LROPION 686°565 9%81'9:6 10556 69066 911116 BIL'LER 085198 rILSER S0CLIE ML D) [ETIIPET
‘ - - . - (osp'oL6’7) (186°088°7) (z16°c08'T) (181'12e'z) (0zL'059T) (£9v'9L5T)  (ove'b0ST) (BOE'per'T) (682°99€°7) . Wyey pue 5394 JOISIAUY $S37]
lzeceirs)  (zecvib'd) @ecviv's) (zetvive) (zecviv'd @evivn (Zelvivd) @ecvivd) (eeviv'd (ecvivd) (eceivd) (eL'vind) (zeL'viv'd) (Reviv's) (zaL'vwr's) (ZeL'vive) 5010128 19(] [E12USPISY §537]
(661°Z62'r)  (019'195%) (1ITS'efe'y)  (0S9'szI'y)  LSS'Ssp UT9'9 IRE'LIS®  1LE'TOF'9  LOL'S6TD  PICOGI'S  9LESB0'9  BLIEBGS  YOT'TBES  GEITBLS  LPEHITE Jwodu] Julpuiad() jay ANBTDY
(RorLeTs)  (LSE'vs0's) (GSEMBL) (5T685'L) (ELSTI66'T)  T6LTEI'E  66U'IOLE  ZSO'ZIOE  PLS'ST6T  065'1#8T  SWOILT  SISTUBIT  T6B'C09T  ¥BI'6TST  600'T awoup Zoiad) PN
EITSOS'E  AYLTEME  PEWRNE  pOODORT STUUHMY  ORFSIFE THLOIFE  SI606EY ONIMLEE  RIFRIEY  SRESIEY  oFIDEY CICELDY  SPDSTE STSLTY S0au] IuISG0) BN FIUIPTRR
= = ==+ s = =T = == r— - = - ——
SLYBPP'S  TOMTOUS  SOV'E9GL  ISSISLL  O9EQUSTL  STLIBTL  YOF'SLOL  LREGOR'9  MOCG999  TSOSLY'9  8Sb98T9  BSENOI'9  Q8SSTE'S  000ESLS  LEV'SES'S sesuadxa SunesadQ seotaiag
[T BEPILS 859656 L5TTPS TES'LTS L9rTIS 6rT Lot 9L T8 SOL89Y £50°SSk 6L IFF 1€6°52F SEFOIR G0ETOY LEST6E S0 E 10RO ¥ (03] 534 MRWSITUTY
TE6'TY €29ty £SE°TY 6LULY 1Z6'6€ 65L'8E 0€9'LE PES'9E oLy'se 9EHYL EEP'EE (£ 447 vISLE 965°0E S0L'6T %0 € wuq 3 ABojouysel
8LL0SO'L  ELLOZO'L  6SH'066 119196 T09°E€S 01906 010088 6LEPSR v6r'628 PEES08 LLB'IBL POL6SL V66'9EL 67551 289’769 %OE 510D PIED 1Y
ESL'E6E 0L I8¢ v8S°0LE 16L'6S€ TIESVE LEV'6EE 09Z'67€ 699'61€ 6SE'0LE 61E'10E €pST6Z TZ0V8T 0SL°SLT B1L°L5T 1Z6'65T %0 € {Aderey 1) erqesmquiicy-uoN
TIFSER'L  €99°16L'L  SLYSEL'T VIS8R STY'GED'l  698'165'1  HOS'SPS'L  685°00ST  98LOSK'L  SSE'BIFT OSU'ELET  SOU'EEE’l  SEEW6ZL  9E995T'L  SE00ZZT  WOE ( o ‘ulwpy ‘poog) $150D 18]y Wapu]
SYFORS'T  TSCYSLT  660STLT  810'9€9'T  LWTGES'T  OOL'WRYT  OFSTIVT  BOOTYET  TSS'ELTT  pZL0TT  ZEERI'Z L6R'080'T  88TOZ0'T  SHISETT  SIE'BO6'T  %0E (BuismN) 51500 2re) 1011
6166 6596 18L'€6 6+0°L6 LEE'S8 728’8 £TE'€8 968'08 ops'8L STIL 1£0°7L SLE'IL 78L'69 SYL'LY 9LL'S9 %0 € (£ddng [ea1pajy) S150)) paroanasd
€5L'95T SLT6PT vl0'zyT $98'PET 24 ¥4 LL¥1TT L0612 ¥9L'80Z £€89'202 08L'961 8p0'L61 v8Y's81 180081 9ERbLL wi'e9l  %0E sa1ouefy 19urey 2 sdO wesdord
SOL'ERT'L  LE'OPTL  TLO'OIT'L  LTSPLIL  609'OPLL  L8E'LOT'L  €E1'SLO'L  GISTEPOTL  GIP'EIO'L  668'E86 ZpT'SS6 61b'LT6 LOF 006 78118 0ZL'8PR %0 € UOYRUIPICO)) SIINAIDS IWOPISIY
YA TIY L94°648"0  GON'TSE0  BICSLI'G  peLT00'9  ISISES'S  OSTTLO  SSAEISS  SE1'aC’S  00'0IrS  CIN'S90S  LOT'PIS'®  QOULBL'Y  LIBESO'y  08TWISY sty Sunmedg pruapnay
: . = - Y - - ~ = = 3 : . = 2 0T =y
SLE'6PP {34134 ses'eTy 63111Lp 17’668 S86"L8E LETOLE 9EECIE 969'vSE S9E'PPE SEEPEE 259743 sle ¥96°50€ TS0L6T %O E susodeq 0Atesey juowRoT|doy
(708 %08 %08 %09 %08 %0 8 %08 %08 %08 %08 %08 %08 %08 %0 8 %0 8 197 Jo % §® 394 Wwawefeuey
ZIEBIR L9Z'T08 9£5°98L PLILL $66°SSL [(VANE) 8€9'92L 06£ZIL 12¢'869 LTL'PRY 10€'1£9 8E1'359 £€T'519 285769 8L1'079 30 wowaleuty
965089 8L5'099 8EC LR 869'279 €25°%09 S16'9RS 128'69% YTT'ESS 17288 LOV'1Z8 8LZ'905 TES'16P 91TLLY S1EESY zI86hy O E FOURINFU] 3§ SOXV], QNN |83y
$68'899°1  ORT'OZSL  EGU'ELS’!  SLTLIST  TSLTROL  EOO'GEP'L  ELO'LEE'T  p9E'DSE’L  IEPLIE'L  690°6LZ'L  PISIPZ'L  SPO'SOZ'L  6ZSOLL'L  9EM'9EN'L  SEEEOL'l  HOE wun
9E9'B68 (22841 0$0'LY8 6LE'TT8 OTV'86L 1L1'see €65'TSL ELO'0EL L6E'60L 6TL'889 699899 £61'699 $8Z'0€9 £26'119 p01'p6s %0 € Bunesed( 7 aouvueiuieiy
9L0'802'7  €OL'€PI'T  £TE180'T  TOL'0TOT  LERL96'L  QUL'WO6'l  6TT'GERl  BOE'SGL'l  SLO'ERL'l  S0ETEY'L  9I0°ER9'L  I9U'SES'l  00L'SPSl  Z6S'EOSTN  BOL'GSY'l %0 € [{oake 2 uonRANIIWPY
xuning
900'151 il £rF15El 262 LRI SRUTIS'T  OISOBFOl  $95°9LU01  SITISE'6  Si8'P6s’®  TtYBITL  9Bt'Or0'c  SLI'PSL'S  ISMe2S'8  PRITSIR  9MU9EN'Y SAWON| WOID NN A8
- - - - - - - - B - B B B - - “%0cC MO]4 HIR)) Woy WSLIoAU] osuods
900°161 IK8PL evlisyl L6T'TPL LOS'6E1 (LeL'sgl 680'7€L 09¥'1€L €88'8T1 SSE'9TL 8L8'ECI [ aital 890'611 £EL'SLI Ll %02 B
¥ . - 2 I8T'SLEY  GPL'EFEQl  PLY'TVO'OL  SLE'6PL'S  S66'S9K'6  LBTOGL'6  BO9'ZZEB  LTLT9B  PLYOLK'E  ISK'SSI'B  200'TLYY  %0T 1OWARG A0 §500NG 10} Kugd
000008  %OZT anssay Bupyug fueindo d1s
L ' " ¥ Ly . . L . + . * L . L %0 T ueuwasimywiay predipajal
106'877°01  VEE'SZ0'01  00L'LE8'6  TTO'BED'S  £TE'OMP'6  IE9MOT6  IL6'TROG  PIR'POE'®  §9U0EL'8  LR0'6SS'S  I9T'ISE'S  ATL'9TT8  6LY'S90'S  ELTLO6'L  8ITTGLL WOSUY SS6ID) JAUSY [EHLIPIIY
65T ST PoL'tT RLTHE TOR'EC 9EEET [ [ 0661C 6S51Z SEI'T 1zLoT SlE0T Liosl 9z5°61 £r1°61 03 W03 [BHUSPISIY B[O ¥
960 € %0 $ %0 S %08 %0 § %0S %0§ %0 ¢ %0 S %0S %0 S %0 5 %05 %0¢ %0S 1Y 5UOIS5AUCT/AIUBOEA
(re0’2€S)  (bOS'9z8)  (081'018)  (650'90%)  (oeioey)  (sov'osp)  (1es'ocy)  (ozsieow)  (ese'ssk)  (99g'svi)  (sssovt)  (916'Ter)  (Lwbezy)  (svl'str)  (boo'zovw) SUOISSITU0) PUT AOUEIEA
SLYOPL'OL  PLOOES'O]  ZO9'EZE'O1  BLUIZI'0)  PZLTTEG  I9USTL'G  TIPLES'S  bOY'OSEG  €90°L9L'6  LIEL36'8  SEOLIR'®  STE'REY'S  6pE'E9R  1GB'TOE'R  060OML'S 0T SMUSAIY |BUUSPIETY [BUUANOJ SEOID
Seuouf
8202 2200 9T0T 7 rE0C €207 0 1200 070z 6100 8107 13 9107 G153 FI0C 010
§f 4D #4034 £1 4034 I 403 {74038 0l 4034 64p3f § w3 Lo 9 4oL 4034 4038 £ D2 Z 4034 I LQN& s:ug#
TuLng od A 51
Lrovzor Ppoyy puog podwy icos
100d g1 oMQ porpyodi

ss0sUpy Iss] ooy dosay



T @Bey z10z/T/ot Jeluapyuo) $10S|ApY 23233 [23Y dedey

(Z8S'061'¥S = anjea T17) 193Yg asuadxy SuneaadQ pue
(TOOTLYPS = ANEA $TOT) J99YS BULIO ] 01 JBIX ST 39S
Junowe Juawiied gy g

i

TSTSeT)  DRSSST W96  LOBTFT  GELTSPT  GIOGOFT  GiBL9T1  SLIBCCT  GFGCT  Fe§TT  TRIrT [ TR0 PN
ISTSLCF  GPDIE0l  WMTOUL SoErLs  SE6NIMS  LSTO61G  BOY'ITES  LILTSYS  PIMOIPE  ISESIUS  Z0oT9R dld #0¢1 101, - SepEIqQ juaviLieg PRIUO) KY,
e -~ - - — ————— —— — = S = = —_ = e — -
SuRWArd SuoisI I 21PN ‘0u JT
. . - 18TSLEr  SPBLPTY  TTIPZIY  TOOROO'P  ISEUBB'E  OSTRLLE  GTTPO'E  POS'LSS'E  (88'ESYE ERULITER- O [ JApnuy ag  sfuaes
. £06'560°9  TCEBICS  ELE'GRL'S  S19BLE'S IE['RIPS  GLESSTS  ETIWOIC  LIS9S6Y  TOITIBF . LIV JoUREMQUILY 180;)
k. nermdby o sy eas|
. - - - . ISTELEP  OWLWP  ZZUSCTB  TO0POOP  ISCUSET  SSTELLY  GITESYE  MOSUSEY  (GNESyS  GECTREEl 96LATE dld 01 weuied utes
[*e5L o551 (7 Sl S5l WSt 9%5L 26SL %SL WL e %SL Se5L Wi 9 | [ did 01 SuEs g
- - - . . SOLEE8'S  POL'EOO GIR'BEE'S  GO9BEE'S  LLI'EBTS  QOTTEO'S  6€9'688'F  SEEERLY  SBU'GO9F  (S0ILEF SEEFIT'Y ssulses
- . - . : E06°C60°  TSE'RISS  EL6SkL'S  CI9BLS'S  IEIWIF'S  6LESSTS  ETSOI'S  LZS'9S6T 9118y TWLOF W% . 01801t 1900
. . : . TI96T6 T LVT'T8SIT  FO8'WTLT  IBTLIEOL  SOE'66S'0T  LBSOSTDL  I98'066'6  S9B'66'6  SVE'LIVG nﬁmﬁi $0T'819'8 Stid 0/M $W03 UMY
— —. e i SuoTRmIR D)
§eor 774 9707 <oe ¥Z07 £T0C 0T Teo oTo orar S7oC 7 0T _ STOT _ pl0T 2307 Hi3
L pI 02 roy | oo 17 4o3g o1 o3y & o 8 oL oL gmey | son ¥ £ ooy ¢ o 1 mox _\&i-z_ N0 0 B4
m— -
e —_— - 3
i E=TT)
- ” 1m0
- ~ INAO
Aoumdnaso 17y 1kyskep i1y e wd ponpy A 078198 N\ 00T sEerl i YU PR - 350 3woy Fnenny
FRARd g | niimjo i TG SnsIur
h 5 A \ Jouun
r.N St pawajold ] [E1 — AT
_I \ i sy Jy - dusa:) w3800y D]
1 1
| \
# . ot (um3)) uonmIng AW D
()8 29BuARS JO UBYS O} UCHIPPE W1 woe.._ﬂ:_u.. NEOD AXy) ML did 03 amyg wSujang
I LY / LT PR $EIINE 39 v
v e
cretzot ERGITANGTY SARD CO¢ 1pogy puog 1wdN] 108
9ed QIS #1¥0 PoRNgedAE g SAUP £O¢ Loy Imug @y Sy

na20 uph L Kouednoao o,;/
SN OO sl SSUUN (H7 SOl




z3%eq TT0Z/T/0T |EU3PIUOD SJOSIADY 31BIS] [BaY deray
- . D - - SEE'TTL 61112 ov1°90Z £6€°361 0L8°061 $95°e81 1LY'9L) £85'691 S68°791 600°1 uopnquIsiq %P 94 did oL
~ - - N - 9H'0L6'T 186'088'C  TI6'608'Z  IS1°LTL'T  OZL0S9'T  €9VOLS'T  OVEWOS'T  BOE'PEK'T  68Z'99E'T b (000'005'51) DURAN 10yRA0] 0L
- . - e — I —— - . . " - e S—
. . C - - GSPOLOT  IB6VBST CIGSORT IBILZLT OLLOSYT EUOLST  IYENST  SOCHEFC 6B 99L T . 000700575 1) MOL] [EHAR) JOISONU] [RI0.L
- . - . B - . - - - - - - - - (2Alusou] puR V) 530 JOIRAL] (W30)
1O1d0 ) [oH]]
. . . . . (cL0'i6) (g89'08)  (G1v'z8)  (eez's)  (vT'we)  (ove'or)  (s¥6'99)  (858°29)  (8LZ'6S) . dId 01 uoKNGLUETC [EMPIEPY
. = . . - (st'oe’)  (186'9v9') (Tie'sos'D (er'zev') (oze'olr'n) (eov'oee’n) (9pevor'l) (S0e'ws1‘l) (68T9zI'D) - J00S9AU] O) UOUNQUIS PNPISIY
= = = = . £66°128°1 PWOUEEL'l  6TE'SKY']  PSP'SOS)  896F8Y L £08°90H'L BOEE' T L91'LST 1 £95'S81') . STOPNQLISI] B 594 AHOLL] SV MO 4FBD) PN
RS == e
- - - - - - - - - - - - - . - S SANURU] S0TSIAU]
. . . - - (o00'0obz'1)  (000'0¥Z'D) (000°0vZ'D) (000°0ZT'1) (000'0¥E'D) (000'0bZ'1) (000'0pT'T) {000'0bZ'D) (00O'0bT'1) - 000°0bZ'1 wny AUoug 10saau]
. . - - . . . . . - - . - - . . 394 FBu 195sY [BIdED) J0ISoAU]
- - - < - (8sz'ie)  (er'zz)  (pzz'sz)  fozrozr)  (1zo'et)  (szr'etl)  (czs'eon)  (szeoor)  (L19'eol)  (600°T) 204 2anu3ou] J1d
- = S = S 6LT6I'E  660'IOV'E  ZEOTIO'E Pi§'ST6T  O065'108'T  STO09LT 818089  T68'009'7  #8I'6ES'T 6001 awaou) BunesadQ N s0l3g
80T _ 2207 9202 5207 (203 £202 7208 1202 [0 6100 8107 10 9107 303 £10T wnoway 3.4
s1ao3y | oy £7 031 HED 11 403] 01 @3y 6 w2 § O3 2499 9 & $ g # oy £ o3g Z 4098 1 o LAY
UANY Jld PUT J0ESAU] JO SATVUY PPOJ JURGISIAU]
000°005°S1 JusunsIAY[
%056 3IRYS TENPISaY 10153auf
a\eo.o QSOﬁ yses .m«OV 4 IAQLRUT JOJSOAU]
%08 (JuounsaAw [eLIUT 130) Wy AUOLY 10JSoAN]
%00 (Juounsaaut [EHII [10) 385 WV 03S9AU]
%0'€ (uawAvd Spd 130) 834 alu0U] J1d
SR T PO ImsAnT g1S|
ozl 17popy puogr podiuf ppog
1004 G1¥ o140 ropRyIodiy uosipy ampsg pay dooay



APPENDIX B
Option B: SOCIAL IMPACT BOND

Report Completed By: RECAP REAL ESTATE ADVISORS



