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On behalf of the members of the Health Facilities Association of Maryland (HFAM), we appreciate the
opportunity to respectfully express our opposition to Senate Bill 761. HFAM represents over 170 skilled
nursing centers and assisted living communities in Maryland, as well as nearly 80 associate businesses
that offer products and services to healthcare providers. Our members provide services and employ
individuals in nearly every jurisdiction of the state.

Senate Bill 761 requires that funding provided for Medicaid programs be used for wage increases for
healthcare workers and staff in nursing homes who provide direct care to residents. Under this legislation,
100 percent of the annual four percent Medicaid rate increase that was enacted as part of the “Fight for
Fifteen” legislation would be dedicated to paying wages.

HFAM vigorously supported the legislation that incrementally increased the minimum wage and provided
for a Medicaid rate increase as part of the enacted legislation. The four percent annual Medicaid rate
increase was meant to support the increases in the minimum wage, as well as wage compression.

While we commend the Service Employees International Union (SEIU) and the sponsor for bringing forth
this bill, we oppose Senate Bill 761 because it is not supported by the currently underfunded Medicaid
rate nor the historic operational challenges currently faced by our sector.

HFAM'’s position on wages and benefits for nursing home employees has been consistent prior to the
pandemic, during the pandemic, and will be going forward. Wages and benefits in nursing homes are
directly related to Medicare and Medicaid reimbursement rates. Those rates are set and funded by the
federal and state government and they are non-negotiable. Unlike other employers, nursing homes
cannot simply increase their prices to support increased wages or other expenses.

Prior to the pandemic, nursing home occupancy in Maryland averaged around 88 to 90 percent with a
total licensed capacity of approximately 28,000 beds. Over the last two years, Maryland nursing homes
were actually paid less in Medicaid reimbursement rates by the State than they would have been if there
was no pandemic (see more on this in the bullet points below).

Nursing home occupancy in Maryland is now hovering around 78 percent, meaning there are
approximately 22,000 individuals receiving care in our sector. And, occupancy is recovering slowly.
Separate from this piece of legislation, going forward it is possible that nursing homes would have to
reduce capacity and jobs. Of course, this scenario would not be ideal and it would be counterproductive
to Maryland’s Total Cost of Care contract.
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We stand ready to pay healthcare heroes, who are the backbone of our sector, wages that Medicare and
Medicaid rates support while also covering other essential aspects of care such as medical supplies, food,
housing, and utilities.

In the recent Department of Legislative Services (DLS) report before this committee, DLS factually outlined
in their analysis that Medicaid has paid nursing homes 10 percent less over the last two years than historic
levels. We are at a momentous crossroads in terms of critically needed Medicaid funding to provide
quality care to Marylanders in our skilled nursing and rehabilitation centers and in settings across the
continuum of care.

Today skilled nursing and rehabilitation centers remain challenged. Historically high labor costs and
skyrocketing operational expenses have left Maryland nursing homes severely underfunded. Occupancy
levels in skilled nursing and rehabilitation centers are at historic lows. Direct and agency labor costs are
at an all-time high and labor shortages are more severe than ever.

In reviewing federal Medicare cost report data, direct labor hourly wages are up in a range from eight to
nine percent among nursing assistants, licensed practical nurses, and registered nurses. The federal data
indicates that the average geriatric nursing assistant (GNA) hourly wage rate in our sector was $16.68
an hour in 2019 pre-COVID and $18.19 in 2020. Note that this is excluding bonuses and shift differentials.

In nursing homes, hospitals, and all healthcare settings in Maryland and across the nation, the use of
agency staffing has increased dramatically throughout the pandemic and hourly rates for agency staff are
set at unprecedented levels. Before COVID, a staffing agency would charge a nursing home around $60
per hour for a registered nurse; now, the cost is around $180 to $200 per hour.

The current minimum wage in Maryland is $12.50. Again, the yearly four percent Medicaid rate increase
was designed to help get to $15.00 per hour.

Before the pandemic, nursing homes spent perhaps thousands of dollars per year on personal protective
equipment (PPE) and infectious disease infrastructure. Of course, nursing homes did not spend anything
on COVID-19 testing pre-pandemic. Today, those same nursing homes spend many millions of dollars per
year on PPE, testing, and direct labor wages and bonuses. They also spend many millions more on food,
utilities, supplies, and additional necessities such as security. And, inflation is at historic highs not seen
since the 1980s.

Amid all of this, here are some important facts to consider:

e Maryland's skilled nursing and rehabilitation centers did not receive a base Medicaid rate increase
to fight the COVID-19 pandemic.

e The State of Maryland paid skilled nursing and rehabilitation centers less in Medicaid
reimbursement rates during the pandemic than they otherwise would have absent the pandemic.

e This is due to lower nursing home utilization; fewer people in hospitals resulted in fewer referrals
to nursing homes. The other primary factor in the State paying less to nursing homes was due to
the enhanced federal match.

e |n 2020, utilization was down in nursing homes by 491,224 days of care and thus lower than
budgeted by $144 million in total funds.

e In 2021, utilization was down in nursing homes by 759,606 days of care and thus lower than
budgeted by $214 million in total funds.



HFAM Testimony - SB 761
March 9, 2022

Page 3

Throughout many periods of the pandemic, Maryland skilled nursing and rehabilitation centers
provided at or around 4.0 direct care hours per day, which is above the 3.0-hour requirement.
This was possible because of direct federal payments made to the sector in 2020 and greatly
reduced utilization.

The cost to provide 4.0 hours of direct care per day in 2020 with normal utilization would have
added $26M to state costs. Because of reduced occupancy, many facilities were providing higher
hours of care per day. The cost to staff at 4.0 hours would normally be much higher — closer to
S$170M.

Finally, the pandemic has really thrown nursing home utilization data upside down. Fewer days
are being provided in our setting, staffing is up, Medicaid rates are increasingly underfunded, and
there is the prospect of a reduction in Medicare rates later this year. Frankly, we likely will not
have a good baseline analysis of all of this until March or April of 2023.

A recent report commissioned by the American Health Care Association/National Center for Assisted
Living (AHCA/NCAL) and produced by independent firm Clifton Larson Allen shows that nursing home
finances are much worse than previously realized. The cost of care and operations is far exceeding
reimbursement rates, resulting in a 4.8 percent negative margin.

Key findings of this report include:

Increasing costs due to labor and inflation. The average increase in wages for nurses at all levels
doubled from 2020 to 2021. Rates for contracted agency nurses are also two to three times higher
than pre-pandemic rates.

Negative margins. The median 2022 year-end operating margins are projected to be negative 4.8
percent, with a median occupancy of 77.3 percent. Any reduction in reimbursement could deepen
existing financial issues.

Increased risk for closures. The report found that 32 percent to 40 percent of residents are
currently living in nursing homes that are considered financially “at risk,” including buildings with
Five-Star quality ratings.

Challenges with access to capital. Medicare margins and public health emergency-related
funding provided much-needed support throughout 2020 and into early 2021. However, potential
cuts pose a risk to nursing homes that face challenges such as occupancy decline, staffing
shortages, and increased labor costs.

Finally, | would like to end on two points:

e There are nursing homes that are pro-organized labor and some that are not. However, | believe being
pro-worker unites us all because our sector is one where trained hands and caring hearts save lives.

e For my part, being pro-labor is part of my DNA. | am proud that my first salaried job was as the
personal aide to the Chair of the Hawai’'i House of Representatives Health and Human Services
Committee, which is the equivalent of the Health and Government Operations Committee in
Maryland. This job led to a three-year tenure at SEUI and with other union coalitions in Hawai'i at a
time when organized labor in this country was truly under siege. To this point of interest, I've attached
a record of US Senate Judiciary hearing proceedings on Labor Violence and the Hobbs Act from 1984.
NOTE: The top of the last page is highlighted and marked by a handwritten star.
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Again, we commend SEIU and the sponsor for bringing forth this important legislation. While we do not
agree with this proposed legislation, we are dedicated to continuing to work directly with our sisters and
brothers at SEIU on seeking consistent, adequate, and robust funding of Medicaid rates and on the issues
of this legislation.

For the reasons outlined in this testimony, we request an unfavorable report on Senate Bill 761.
Submitted by:
Joseph DeMattos, Jr.

President and CEO
(410) 290-5132
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bids five or six dollars lower.” Kupau said.

[Prom the Honolulu Advertiser, Aug. 19, 15383)
U.S. Jury Inpicts Kurau on Seven Prrsury Counts

(By Walter Wright)

Walter Kupau, financial secretary of the Carpenter's Union in Hawaii, was indict-
ed by a federal grand jury yesterday on seven counts of perjury for denying he tried
to mign up a non-union Maui contractor in 1981,

Kupau last night dismissed the charges as part of a Reagan administration cam-

ign to “bust unions.” He also said the U.S. attorney’s office was “very timely" in

ringing the chm&n on the day that his mother, Mrs. Jesse Kupau, 80, entered the
Queen's Medical Center for a cancer operation.

Kupau, who is also president of the state AFL-CIO, said he did not remember
making any false statements, but added that “there may have been stalements
made. a state of mind or in the context that they're asking, if they want to play
word gnmes with il."”

It was not immediately clear what impact o conviction of the felony chn:
would have on Kupau's rﬂ;ht to serve as a union officinl or as Lrustee of its multi-
million-dollar pension fund.

But Kupau could face several years in federnl prison. Each count against him is
punighable by five years in federal prison and a $2,000 fine.

Indicted along with Kupau, also on seven counts. was union business agont Steven
Suynt of Maui.

other Carpenter's Union business agents, William O. “Billy” Nishibayashi
and Raiph Torres, were cach convicted of four perjury charges in May and sen.
tenced to six months in federal prison.

The entire case relates to the union officials’ denial that their picketing and other
activity, were intended to get a union contract with Maui contractor Walter Mungo-

van.

Mungovan has been piaced in the federal witness protection program because fed-
eral officials feared for his life aflter he testified against the union officials. He has
been @ven a new identity and a start on a job in another location.

Mungovan probably would be returned to Hawaii 1o testify in the trial of Kupeu.
since some of the charges relate a telephone canversation with the labor leader that
Mungovan secretly taped.

Mungovan's tapes and testimony were key elements in the trial of Nishibayas:
and Torres.

Mungovan's wife, who is in New York continuing a national campaign for
changes in laws dealing with labor union violence, saxd last night when informed of
the new indictments that “1'm glad that justice is finally being done.”

Mrs Mungovan atso has sued the union. saying the contracting company she and
her husband ran on Maui has been destroyed as a result of their refusal to sign &
union contract. Her husband's willingness to take the stand against union officials,
she says. has forced him to go into hiding for his own safety. and has caused their
family to break up

Kupau was charged with lving in four different ings: in sworn affidavils
for two National Labor Relations Board cases in court in 1981, in hus testi-
mony before a federal grand jury in 1952 and in his tetimony duning the Nsh-
bhavashi-Torres trial tho vear

cwse turns partly on labor regulations that limit a union’'s nght to pcket for
) anmnlml” purpaees to 30 dayw

“Informational” prcketing can continue indefinitely. The government contends
that the umon’s picketing was actually an atteme to organize Mungovan's firm--
and not infurmational. as the umon claims.

One of the kev charpes deals with Kupau's statements to Mungovan in a tele
phone coaversation Feb 27 1951, which Mungovan secretly tape-recorded.

At coe pont on the tape. Kupau tels Mungovan

‘But. ah. in order to settle the whole beefl. i gung 1o have o be some type of
agreemett consummated and effective at soene future date on all new propects z:f

t

Fev s mamtet s 4t rmer e haddins an Came [f ancthing bl ar neaiarted alrosdy we



{Prom the Honolulu Advertaer Sept 2, 19817
Kurau Preaos Nor GuiLty; Persunry TriaL St ror NoveMagr 3

{By Walter Wright)

Walter Kupau, financin] secretary of the Carpenter’s Union in Hawaii and presi.
dent of the sinte AFL-CIO, yesterday pleaded not guilty to seven counta of perjury
m'e;l what the government anys was his attempt to orgnnize & non-union contructor
on Maui.

“We are not guilty of any wrongdoing, we are innocent,” Kupau told reporters
&lﬁide the federnl courthouse after hus arraignment before .S, K1ugistrnte Joseph

an

The indictment against him, Kupau charged, was part of a continuous offort by
the Rengnn administration and U.5. Attorney Dan Bent of Honolulu “to take the
lnbor movement apart.”

Kupau said he believes that Bent s trying to get appointed to a federal judgeship
next year.

Ber{t. who wan out of town, could not be renched for comment.

Also entering o plea of not uilty to seven reluted perjury counts was Corpenter's
Union husiness ngent Steven Suyat of Maui. Suynt told reporters he had no com-
ment on the case,

Trinl for Kupou was set for Nov. 1, but may be postponed because of defense at-
torney Matt Pyun’s schedule, Trial for Suyuat was set for Nov. 8; he is represented
by Mark Kawota.

Both men were released without nny restriction on their trovel despite Assistant
U.S. Attorney Elliot Enoki's nttempt to have their movements limited at least to the
stale.

“There will be no trave} restriction for Mr. Kupau,” Mugistrate Gedan said.

Kupau is charged with lying when he gave a sworn statement that picketing of
non-union Maui contractor Walter Mungoven in 1981 was not intended to get Mun-
govan {0 sign a union contract.

The government snys secrel tnpe recordingd that Mungovon made of a conversn-
tion with Kupau prove the contrary.
hl(npnu suppested to reporters that the guvernment is using a double stundurd in
the Cuse.

“"What a non-union contractor says con be colled a misstatement of fact, but a
person carrying a union card ix committing perjury.” Kupau said, referring to his
earlier charge thot Mungovan lied in the case.

Mungovan's testimony helped convict two other (urpenter's Union buminess
ngents, William Q. Nishibaynrhi and Rulph Torres, on perjury chuarges earlier this
yeur.

They were sentenced to six months in prison, but are free on bail pending sppeal.

Mungovan has been placed in the federal witness protection program becnuse of
government fears that his life was in donger. He was sent to the Mainiund and
qiven h new identily and a job in the construction business

Kupnu, in response to questions, yesterday discounted o death threat that he hust
month told the county prosccutor’s office he received in the form of an unsigned
post card addressed to "\?lalter Deadman Kupau.”

“I receive all kinds of letters. I never did consider it o thrent,” Kupoau said. He
said he felt the pout ¢ard hod been blown out of proportion by some of the media

Meanwhile, a spokeaman for uniens nupporting Kupi said the Hawaii United
Labor Coalition will try to rnise n defonse fund for the Carpenter’'s Union official
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Joe DeMattos, chairman of the fund-raising committee of the Hawaii United
Labor Coalition, said his group has 40 unions that are united in their efforts to
resist what he called “union busting” efforis by munagement, the Reagan ndminis-
tration and athers opposed to lnbor.

The committes hopes to aupplement the fund with a banguet in October,

"We feel Walter is being singled out,” DeMattos said.

The Hawaii United Labor Coalition was formed earlier this year by unions sup-
porting the Machinieta union employees of Qunius Airways, who lost their jobs
when the airline decided 10 use non-union ground workers.

{Prom the Honolulu Advertiner, Aug 27. 1981)

Kurau Couto Kexe Union Post Even i# ConvicTep or Prrsuny

Carpenters’ Union financinl secretary Walter Kupau would not be barred from
holding that or other union offices even if he is convicted of perjury, a review of
labor laws reveals.

Kupau was indicted Aug. 18 by a federal grand jury on seven counts of perjury
over what the government says were his efforts o get a Maui contractor to sign
with the union.

But perjury is not ona of the crimes for which a person can be barred from umion

office.

Tho Labor Manngement Reporting and Disclosure Act of 18959 bars from union
office any person convicted of any of a number of crimes, including robbery, bribery,
extortion, murder nnd rape, for a period of five years following completion of their
santence.

Kupau could face n lengthy sentonce in federnt prison if convicted. Each count i
punishable by a maximum of five years in prison and a $2,000 fine.

Kupau and union business agent Steven Suyot of Maui, who also was charged
with several perjury counts, will be arraigned at 10 a.m. Sept. 1 before U.S. Magis
trate Joseph an.

Why THE UNioN WaNTs My Husaanp Drap'

(By Sharon Churcher}

Before the nighmare began, before the death threats and the bomb scare and the
menacini:;isitu by strangers in the black of the l'oreign night, Cher Mungovan, a 31-
year-old lish woman, though she had found paradise in that haven of free enter-
prise, the United States.

She wos living with her American husband, Walter, and umall son on the magi-
cally beautiful Howaiian island of Maui. Her house, set in o trupical garden and
with its own swimming pool, looked out on cne side to the shimmering, turquoise
ocean,

Weary of the industriol strife plaguing the Midlands, Cher's father, Inn Norrie, a
British Leyland mansger in Covontry, and her mother, a Birminghnm comprehen.
sive achool department head who had braved Ficket lines to reach her pupils during
teachers’ strikes, emigrated to join the young {nmily in 1979,

Cher's brather went with them, and the three pilched in with Cher and Walter to
found a house-building company which made £ 310,000 in its first year, and seemed
set to top £ 1 million in ita second.

SECRET

Today, the company has closed, the family can't afford the mo:?eﬁce on their
home, and Walter, fearing for his life, has ha m}o go inta hiding, gua by Federal

wasahale in a tanntine bank annvat awnn Fanm
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