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status, chain status, etc.). These tables examine seven dependent variables in

particular: RN staffing (Table 5a); RN+LPN staffing (Table 5b); CNA staffing (Table 5c¢);

Total deficiencies (Table 5d); G-level deficiencies (Y/N) (Table 5e); percent Medicare

(Table 5f); and percent Medicaid (Table 5g). All are linear regressions except for those

looking at G-level deficiencies, which uses logistic regression and reports odds ratios.
We used facility-level fixed effects for each regression and included a range of control
variables, including year dummies or fixed effects. The regressions include all
management/ownership types in the same model, thus identifying the marginal effects
of these features in the context of the others. As a sensitivity check, we also modeled

these types separately in regressions that are not shown.

TABLE 5: Description of Regression Models

Management

Any

Qutsource Only

Define dummy variable to
group facilities using ANY
management company
(including cases where the
facility and management
company are owned by the
same entity) to compare
against facilities not using
ANY management

Define dummy variable to
group only facilities that use a
management company with
distinct ownership from the
facility to compare against
facilities that use no
management company and
those that use a management
companies owned by the final

comparison group), with no
additional interaction terms

company owners of the facility
Define dummy variable
> | grouping facilities where ANY
= | liability structure is Regression Regression
E implemented (LLC, LP, GP), 1) 3)
2@ | < | andinclude an interaction term
3 of this dummy with profit status
3 Define dummy variables for
n 0 each of the structure types of
Q | interest (for-profit, LLC, LP; Regression Regression
= using non-profit as the (2) (4)
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TABLE 5a: Regression of RN Staffing on Ownership Traits of Interest

RN Staffing Per Resident (1) (2) 3) (4)
Number of Observations 6,983 6,983 6,983 6,983
Total Beds 0.002 0.002 0.002 0.002
(0.003) (0.003) (0.003) (0.003)
Profit Status (0/1) -0.010 -0.011 -0.010 -0.012
(0.011) (0.014) (0.011) (0.014)
Government Status (0/1) 0.224 0.036 0.022 0.0036
(0.047) (0.048) (0.047) (0.048)
Chain Status (0/1) -0.016* -0.017* -0.017* -0.017*
(0.006) (0.006) (0.006) (0.006)
Hospital-Based Status (0/1) -0.012 -0.013 -0.012 -0.014
(0.063) (0.063) (0.063) (0.063)
ADL Score -0.073 -0.073 -0.073 -0.073
(0.083) (0.083) (0.083) (0.083)
Ownership Complexity (1-7) -0.007 -0.004 -0.006 -0.004
(0.004) (0.004) (0.004) (0.004)
Management Status -- Outsource -0.006 -0.005
(0.005) (0.005)
Management Status -- ANY -0.011 -0.008
(0.006) (0.006)
Liability (LLC, LP, GP) (0/1) -0.012 -0.012
(0.013) (0.013)
Liability x Profit Interaction 0.021 0.020
(0.017) (0.018)
Type -- For-Profit 0.016 0.017
(0.032) (0.032)
Type -- LLC 0.014 0.014
(0.028) (0.029)
Type -- Partnership 0.015 0.013
(0.034) (0.034)
Type -- Other -0.067 -0.068
(0.048) (0.048)

SOURCE: Texas Ownership Management and Tracking Syst
Survey and Certification Automated Record (OSCAR) data.

Reference ownership type is not-for-profit.
* significance at p<0.05.

em (OMT) data and Online
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TABLE 5b: Regression of Nurse (RN+LPN) Staffing on Ownership Traits of Interest

Nurse (RN+LPN) Staffing Per Resident (1) (2) 3) (4)
Number of Observations 6,983 6,983 6,983 6,983
Total Beds 0.004 0.004 0.004 0.004

(0.005) (0.005) (0.005) (0.005)
Profit Status (0/1) -0.016 0.010 -0.016 0.010
(0.031) (0.033) (0.031) (0.033)
Government Status (0/1) -0.004 0.019 -0.004 0.020
(0.110) (0.111) (0.110) (0.111)
Chain Status (0/1) -0.041* -0.042 -0.041 -0.042
(0.013) (0.013)* | (0.013)* | (0.013)*
Hospital-Based Status (0/1) 0.021 0.019 0.021 0.018
(0.107) (0.106) (0.107) (0.106)
ADL Score -0.130 -0.130 -0.130 -0.130
(0.164) (0.164) (0.164) (0.164)
Ownership Complexity (1-7) -0.015 -0.012 -0.015 -0.012
(0.011) (0.010) (0.010) (0.010)
Management Status -- Outsource -0.002 -0.001
(0.011) (0.011)
Management Status -- ANY -0.012 -0.009
(0.015) (0.014)
Liability (LLC, LP, GP) (0/1) -0.040 -0.040
(0.045) (0.045)
Liability x Profit Interaction 0.048 0.046
(0.052) (0.053)
Type -- For-Profit -0.044 -0.044
(0.060) (0.060)
Type -- LLC -0.044 -0.044
(0.052) (0.052)
Type -- Partnership -0.044 -0.046
(0.059) (0.059)
Type -- Other -0.114 -0.116
(0.074) (0.074)

SOURCE: Texas Ownership Management and Tracking Syst
Survey and Certification Automated Record (OSCAR) data.

Reference ownership type is not-for-profit.
* significance at p<0.05.

em (OMT) data and Online
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TABLE 5c: Regression of Aide Staffing on Ownership Traits of Interest

Aide Staffing Per Resident (1) (2) 3) (4)
Number of Observations 6,983 6,983 6,983 6,983
Total Beds -0.001 -0.001 -0.001 -0.001
(0.002) (0.002) (0.002) (0.002)
Profit Status (0/1) -0.063 0.017 -0.063 0.016
(0.040) (0.042) (0.040) (0.041)
Government Status (0/1) 0.015 0.047 0.013 0.045
(0.091) (0.090) (0.091) (0.090)
Chain Status (0/1) -0.052* -0.051* -0.052* -0.051*
(0.014) (0.015) (0.014) (0.015)
Hospital-Based Status (0/1) -0.050 -0.054 -0.049 -0.053
(0.052) (0.051) (0.052) (0.051)
ADL Score 0.019 0.019 0.018 0.019
(0.038) (0.038) (0.038) (0.038)
Ownership Complexity (1-7) -0.015 -0.011 -0.015 -0.011
(0.010) (0.009) (0.010) (0.009)
Management Status -- Outsource -0.018 -0.018
(0.023) (0.024)
Management Status -- ANY -0.005 -0.003
(0.018) (0.018)
Liability (LLC, LP, GP) (0/1) -0.147 -0.148
(0.087) (0.088)
Liability x Profit Interaction 0.186* 0.184*
(0.091) (0.089)
Type -- For-Profit -0.091 -0.089
(0.062) (0.061)
Type -- LLC -0.077 -0.078
(0.070) (0.070)
Type -- Partnership -0.056 -0.058
(0.060) (0.062)
Type -- Other -0.127* -0.126*
(0.052) (0.052)

SOURCE: Texas Ownership Management and Tracking Syst
Survey and Certification Automated Record (OSCAR) data.

Reference ownership type is not-for-profit.
* significance at p<0.05.

em (OMT) data and Online
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TABLE 5d: Regression of Deficiencies on Ownership Traits of Interest

Total Deficiencies (1) (2) 3) (4)
Number of Observations 6,983 6,983 6,983 6,983
Total Beds 0.015 0.015 0.015 0.015
(0.009) (0.009) (0.009) (0.009)
Profit Status (0/1) 0.743 0.419 0.746 0.410
(-0.568) (0.631) (0.569) (0.632)
Government Status (0/1) -1.077 -0.963 -1.086 -0.970
(1.307) (1.328) (1.309) (1.328)
Chain Status (0/1) 0.067 0.053 0.064 0.052
(0.279) (0.278) (0.279) (0.279)
Hospital-Based Status (0/1) 1.419* 1.460* 1.414* 1.460*
(0.657) (0.667) (0.659) (0.668)
ADL Score -0.163 -0.166 -0.165 -0.169
(0.191) (0.190) (0.191) (0.191)
Ownership Complexity (1-7) 0.180 0.211 0.180 0.210
(0.162) (0.158) (0.161) (0.157)
Management Status -- Outsource -0.177 -0.159
(0.306) (0.307)
Management Status -- ANY -0.172 -0.105
(0.245) (0.242)
Liability (LLC, LP, GP) (0/1) 0.117 0.105
(0.934) (0.933)
Liability x Profit Interaction -1.496 -1.528
(1.003) (1.009)
Type -- For-Profit -0.077 -0.061
(0.776) (0.779)
Type -- LLC -0.677 -0.682
(0.772) (0.770)
Type -- Partnership -1.753* -1.784*
(0.795) (0.796)
Type -- Other -0.440 -0.448
(0.585) (0.583)

SOURCE: Texas Ownership Management and Tracking System (OMT) data and Online

Survey and Certification Automated Record (OSCAR) data.

Reference ownership type is not-for-profit.
* significance at p<0.05.
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TABLE 5e: Regression of Serious Deficiencies on Ownership Traits of Interest

G Lev%l_(grDrSghF;aAr\)TIIDggmency 1) @) 3) )
Number of Observations 4,413 4,413 4,413 4,413
Total Beds 1.017* 1.018* 1.017* 1.018*

(0.007) (0.007) (0.007) (0.007)
Profit Status (0/1) 1.196 1.481 1.195 1.478
(0.348) (0.403) (0.348) (0.403)
Government Status (0/1) 1.572 1.875 1.573 1.866
(1.164) (1.407) (1.185) (1.400)
Chain Status (0/1) 0.903 0.896 0.904 0.898
(0.115) (0.114) (0.115) (0.114)
Hospital-Based Status (0/1) 3.311 3.431 3.312 3.430
(2.160) (2.240) (2.160) (2.238)
ADL Score 1.089 1.089 1.088 1.088
(0.121) (0.120) (0.120) (0.120)
Ownership Complexity (1-7) 1.147 1.171* 1.146 1.168*
(0.086) (0.088) (0.086) (0.088)
Management Status -- Outsource 1.018 1.018
(0.153) (0.154)
Management Status -- ANY 1.031 1.060
(0.086) (0.127)
Liability (LLC, LP, GP) (0/1) 0.776 0.777
(0.352) (0.353)
Liability x Profit Interaction 0.969 0.974
(0.449) (0.451)
Type -- For-Profit 0.540 0.538
(0.227) (0.226)
Type -- LLC 0.549 0.546
(0.237) (0.235)
Type -- Partnership 0.369* 0.374*
(0.161) (0.163)
Type -- Other 0.593 0.599
- (0.334) (0.337)

SOURCE: Texas Ownership Management and Tracking Syst
Survey and Certification Automated Record (OSCAR) data.

Reference ownership type is not-for-profit.

* significance at p<0.05.

em (OMT) data and Online
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TABLE 5f: Regression of Percent Medicare on Ownership Traits of Interest

Percent Medicare Payment (1) (2) 3) (4)
Number of Observations 6,983 6,983 6,983 6,983
Total Beds -0.010 -0.006 -0.010 -0.007
(0.049) (0.046) (0.049) (0.046)
Profit Status (0/1) -2.440 -1.831 -2.423 -1.850
(1.330) (1.153) (1.332) (1.158)
Government Status (0/1) -3.981 -4.198 -3.989 -4.164
(2.441) (2.435) (2.444) (2.438)
Chain Status (0/1) 0.207 0.239 0.187 0.218
(0.382) (0.381) (0.381) (0.381)
Hospital-Based Status (0/1) 2.561 2.602 2.528 2.573
(1.721) (1.705) (1.714) (1.699)
ADL Score 0.367 0.362 0.362 0.355
(0.470) (0.466) (0.474) (0.470)
Ownership Complexity (1-7) -0.260 -0.294 -0.248 -0.271
(0.263) (0.264) (0.265) (0.264)
Management Status -- Outsource -0.464 -0.475
(0.592) (0.586)
Management Status -- ANY -0.798* -0.837*
(0.396) (0.416)
Liability (LLC, LP, GP) (0/1) -0.449 -0.481
(23.46) (2.376)
Liability x Profit Interaction 0.681 0.568
(2.364) (2.357)
Type -- For-Profit -1.000 -0.951
(2.236) (2.213)
Type -- LLC -0.236 -0.216
(2.508) (2.528)
Type -- Partnership -0.629 -0.816
(2.050) (2.100)
Type -- Other 1.723 1.592
(2.154) (2.151)

SOURCE: Texas Ownership Management and Tracking Syst
Survey and Certification Automated Record (OSCAR) data.

Reference ownership type is not-for-profit.
* significance at p<0.05.

em (OMT) data and Online
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TABLE 5g: Regression of Percent Medicaid on Ownership Traits of Interest
Percent Medicaid Payment (1) (2) 3) (4)
Number of Observations 6,983 6,983 6,983 6,983
Total Beds 0.000 -0.003 0.001 -0.002
(0.017) (0.016) (0.017) (0.016)
Profit Status (0/1) -1.002 0.033 -1.028 0.038
(1.418) (1.416) (1.414) (1.417)
Government Status (0/1) -1.099 -0.645 -1.113 -0.707
(2.549) (2.449) (2.542) (2.445)
Chain Status (0/1) 1.285* 1.270* 1.317* 1.298*
(0.546) (0.543) (0.546) (0.543)
Hospital-Based Status (0/1) -6.049* -6.258* -5.994* -6.217*
(1.922) (1.933) (1.913) (1.926)
ADL Score -1.177* -1.150 -1.176* -1.147
(0.595) (0.592) (0.597) (0.594)
Ownership Complexity (1-7) -0.274 -0.258 -0.298 -0.291
(0.301) (0.309) (0.303) (0.309)
Management Status -- Outsource 0.330 0.325
(0.569) (0.567)
Management Status -- ANY 1.048* 0.954*
(0.450) (0.448)
Liability (LLC, LP, GP) (0/1) -4.753* -4.730*
(1.965) (1.970)
Liability x Profit Interaction 4.507* --- 4.628* ---
(2.103) (2.1149)
Type -- For-Profit -0.308 -0.343
(1.486) (1.481)
Type -- LLC -3.396* -3.435*
(1.435) (1.429)
Type -- Partnership 0.067 0.264
(1.448) (1.455)
Type -- Other -3.268* -3.099*
(1.182) (1.170)
SOURCE: Texas Ownership Management and Tracking System (OMT) data and Online
Survey and Certification Automated Record (OSCAR) data.
Reference ownership type is not-for-profit.
* significance at p<0.05.

For each of the dependent variables, we ran four regressions, based on four
different combinations (2x2) of management status and ownership type (see Table 5 for
a tabular presentation of the regression models). More specifically, we modeled
facilities’ use of a management company two ways: (a) defining a dummy variable to
group facilities using ANY management company (including cases where the facility and
management company are owned by the same entity) to compare against facilities not
using ANY management company (regressions 1 and 2); and (b) defining a dummy
variable to group only facilities that use a management company with distinct ownership
from the facility to compare against other facilities, including those that use no
management company and those that use a management companies owned by the
same owners as the facility owner (regressions 3 and 4). Ownership structure is also
modeled two different ways: first, defining a dummy variable grouping facilities where
ANY limited liability structure is implemented (LLC, LP, GP) (regressions 1 and 3). As
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both for-profit and not-for-profit companies may use these structures, we include an

interaction term with for-profit status interacted with this variable. Second, we defined
separate dummy variables for each of the structure types of interest (for-profit, LLC, LP;
using not-for-profit as the comparison group), with no additional interaction terms

(regressions 2 and 4).

TABLE 6: Top Real Estate Owners of Texas Nursing Homes, 2007*

Real Estate Owners

Facility Operators (as identified in OSCAR)

(from OMT data) # Facilities #1 #2 #3
NH Texas Properties LP 63 P&M Healthcare New Bell Services
Enterprises
Sava Senior Care 53 Sava Senior Care Mariner Healthcare Living Centers of
Texas
Capmark Commercial 39 Senior Living Properties
Mortgage Corporation LLC
CSE Alamo LLC 34 P&M Healthcare [OTHER OPERATORS]
Enterprises
General Electric Capital 33 Senior Living Properties
Corporation LLC
New Bell Facilities Services 29 P&M Healthcare New Bell Services [OTHER
Enterprises OPERATORS]
HCR Manorcare Properties Manorcare
LLC 21
SHG Resources LP 20 Summit Care Skilled Healthcare Fountain View
Group
Lasalle Bank NA 18 Daybreak Healthcare
Diversicare Leasing Corp 14 {OTHER OPERATORS]
Granite Master Partners LP 13 Trisun Healthcare Manorcare [OTHER
OPERATORS]
HCRI Texas Properties Ltd 13 Lyric Healthcare Integrated Health [OTHER
Holdings Services OPERATORS]
LTC Properties Inc 12 Texas Health Daybreak Healthcare
Enterprises
Texas Health Enterprises 11 Daybreak Healthcare Texas Health
Enterprises
Lyric Health Care Holdings 10 Lyric Healthcare Integrated Health [OTHER
Holdings Services OPERATORS]
Karan Associates 9 Daybreak Healthcare [OTHER OPERATORS]
Preferred Care Inc 9 Centers for Long Term BMW Healthcare [OTHER
Care OPERATORS]
Skilled Healthcare Holdings Centers for Long Term BMW Healthcare [OTHER
Care OPERATORS]
Bayside Street Inc 7 Stone Gate Senior Care [OTHER OPERATORS]
Living Centers of Texas 7 Mariner Health Care Living Centers of Texas [OTHER
OPERATORS]
Marbro Investments Ltd 7 Marwitz Healthcare [OTHER OPERATORS]
Services
PHCC-MT Healthcare Realty 7 Paramount Healthcare
LLC
State of Texas Veterans Land 7 Texas Veterans Land
Board Board
Sterling Acquisition Corp 7 Senior Management

Services of America

SOURCE: Texas Ownership Management and Tracking System (OMT) data and Online Survey and Certification Automated

Record (OSCAR) data.

* Real estate owners can own facilities that are operated by multiple entities. In addition, multiple real estate owners may be
listed for individual facilities. For example, P&M Healthcare Enterprises facilities are listed as being owned by NH Texas
Properties LP (all 63 facilities), General Electric Capital Corporation 33 facilities), and New Bell Facilities Services (29 facilities).
It is not possible to discern final ownership or ownership shares from the Texas real estate data.

Across the regressions, it is striking how few statistically significant relationships
there are between the ownership variables of interest and the quality-related traits of
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interest. Moreover, the few statistically significant results paint no consistent picture,
and there is very little we can discern from these regression results. The bottom line is
that these structural changes alone do not result in shifts in staffing, payer mix, or
survey deficiencies. Change in corporate structure did not affect a change in nursing
home traits, including traits for quality of care.

Real Estate Ownership. Table 6 shows the top real estate owners of Texas
nursing homes (i.e., the owners of the brick-and-mortar facility and the land on which
the facility is located) and the operators/licensees identified in OSCAR at the facilities
owned by these entities. These data are for the most recent survey observation only,
meaning that each facility appears only once in the data. Importantly, it is possible that
more than one real estate owner is listed for a particular facility at the same time. In
addition, individual real estate owners may own facilities operated by multiple operators.
Some real estate owners (e.g., Sava and ManorCare) are clearly connected to facility
operations, at least in name; for other entities (e.g., NH Texas Properties and SHG
Resources LP), the relationship between the operator of record and the real estate
owner is not as clear. There also appears to be overlapping ownership of facilities,
which is partly a feature of the (non-hierarchical) Texas real estate data structure itself.
For example, 63 facilities operated by P&M Healthcare Enterprises are owned by NH
Texas Properties and 34 and 29 facilities owned by CSE Alamo LLC and New Bell
Facilities Services, respectively. P&M Healthcare Enterprises operates 63 facilities in
Texas. It is not possible from the Texas real estate data to discern what ownership
shares are held by the entities listed.

A final table shows several nursing characteristics based on the facility’s real
estate status during the final four quarters of our dataset (3Q2006-2Q2007). These
descriptive analyses, shown in Table 7, divide facilities into three categories: those with
owner obligations (own), those with rent/lease obligations (rent), and those with mixed
obligations (mix). In particular, facilities are categorized as renters if their real estate
obligation is defined as lease or sublease; and facilities are categorized as owners is
their real estate obligation is defined as mortgage, lien, deed of trust, warranty deed,
note, or if they own outright. Many facilities had obligations in both categories as well as
obligations labeled “other.” It should be noted that these divisions were neither
straightforward nor mutually exclusive, hence giving rise to the “mix” category.

Despite these complications, some insights can be gleaned from the data. First,
relative to for-profit facilities, not-for-profit facilities are more likely to have an owner-type
obligation (60.9 percent vs. 19.5 percent, respectively). To a much lesser extent, non-
chain facilities are more likely to have an ownership obligation relative to chain facilities
(32.4 percent vs. 21.6 percent, respectively). The corollary to this point is that for-profit
facilities are much more likely to have rental or mixed obligations relative to not-for-
profits (80.5 percent vs. 39.1 percent, respectively). Looking across real estate
obligations, some trends emerge. While patient characteristics and payment types do
not strongly differ across own, rent, or mixed obligations, rented and mixed facilities
tend to be bigger than those that are owned (116.4 beds and 112.6 bed, respectively,
vs. 101.8). Deficiency rates are also similar across these groups, but nurse staffing is
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higher in owned facilities compared to rented or mixed facilities. Ownership complexity
tended to be higher in rented and mixed facilities (3.18 and 3.27, respectively) than in
those that are owned (2.02), though the use of an outsourced management company
was higher among owners than in either facility that were rented or that had mixed
ownership (22.4 percent for owners and 11.8 percent and 15.0 percent for renters and
mixed ownership, respectively).

TABLE 7: Nursing Home Traits Across Real Estate Status, 2007
Own Rent Mix
Percent of chains in each category 21.6% 45.3% 33.1%
Percent of non-chains in each category 32.4% 42.0% 25.6%
Percent of for-profits in each category 19.5% 46.9% 33.6%
Percent of non-profits in each category 60.9% 27.6% 11.5%
Average traits, by category
Chain Status 55.9% 67.2% 71.1%
Profit Status 66.2% 91.2% 94.7%
ADL Score 3.7 3.7 3.7
Acuity Index 10.3 10.3 10.2
Payer Status
% Medicare 11.9% 14.0% 12.3%
% Medicaid 64.7% 68.0% 67.6%
% Other 23.4% 18.0% 20.2%
Total Beds 101.8 116.4 112.6
Occupancy Rate 70.0% 73.2% 70.8%
Total Deficiencies 7.0 7.2 7.0
Total G-Level+ Deficiencies 0.4 0.4 0.3
Staffing Per Resident
Registered Nurses (RNs) 0.04 0.02 0.02
Licensed Practical Nurses (LPNs) 0.22 0.17 0.17
Total Nurses (RNs + LPNs) 0.25 0.19 0.19
Nurses' Aides (CNAS) 0.46 0.36 0.37
OMT Ownership Complexity 2.02 3.18 3.27
Outsourced Management Company 22.4% 11.8% 15.0%
Number of Observations 281 491 339
SOURCE: Texas Ownership Management and Tracking System (OMT) data and Online
Survey and Certification Automated Record (OSCAR) data.
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DISCUSSION

Based on detailed ownership data from the State of Texas, nursing home
ownership and corporate structures changed substantially in the state during the 2000-
2007 time period. Similar to what has occurred in other states, nursing home ownership
by large national chains has declined and been replaced by smaller, more regionally-
focused private investment-owned facilities.’® Along with these changes, Texas nursing
homes increasingly used LLC structures and partnership structures (primarily GPs and
LPs), replacing their previous reliance on basic for-profit and not-for-profit structures.
From 2000-2007 the percent of Texas facilities using either a LLC or partnership
structure increased from around one-quarter of all facilities to almost two-thirds of all
facilities.

Nursing homes in Texas also have increasingly used management companies to
deliver care. In part, this shift reflects broader structural changes rather than facilities
outsourcing resident care. Of the 35 percent of Texas facilities that used a management
company in 2007, a little more than half of these facilities used a management company
that had common ownership to the facility itself. Finally, the combination of these
changes gave rise to nursing home corporate structures that were relatively more
complex in 2007 compared to previous years. For instance, many of the larger owners
in the state now use facility-level limited liability structures that are separated from final-
level ownership (i.e., the investors) by additional layers of LLC structures.

The structural changes used by facility ownership, in particular LLC and limited
partnership structures, appear to be used disproportionately by for-profit, chain
providers. This association is consistent with the rationale for restructuring and the
litigation and private investment trends of the study period. Compared to facilities in the
Texas market that did not employ such structures, facilities using the LLC or LP
structure generally exhibited higher numbers of survey deficiencies and lower staffing
per resident compared to facilities that do not use these structures, suggesting that the
average quality of care may be relatively lower in these facilities. Not surprisingly, the
facilities that used these limited liability structures have significantly more complex
ownership structures overall.

While the landscape of nursing home ownership in Texas has changed
substantially in recent years, especially for the proprietary chain facilities in the state,
these changes do not appear to have driven broader changes in the way care is
delivered by individual facilities, including their quality of care. In particular, across our
regression models, the structural changes we identified did not result in significant shifts
in facility staffing, payer mix, or survey deficiencies in the facilities that used these
limited liability structures compared to those that did not. In other words, the main story

19 Stevenson DG, Grabowski DC, Coots LA. Nursing Home Divestiture and Corporate Restructuring: Final
Report. Washington, DC: Office of the Assistant Secretary for Planning and Evaluation, U.S. Department of Health
and Human Services; 2006. Available at http://aspe.hhs.gov/daltcp/reports/2006/NHdivest.htm.
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of these changes seems to be the altered corporate structures themselves and not the
relationship between these structural shifts and corresponding changes in care. From a
quality of care perspective in particular, these results imply that care does not seem to
improve or decline overall in the wake of structural or management changes. In other
words, the facilities that had higher deficiencies and lower staffing before restructuring
tend to look relatively similar after these types changes.

Finally, although our ability to identify potential issues related to real estate
ownership of Texas nursing homes was limited by the data, our cursory look through the
lens of these data confirms that complexity in ownership structures can extend to
property ownership and that a sizeable portion of Texas nursing homes have distinct
ownership of operations and property.

Importantly, our study data are based on one state and may not be generalizable
to other locales. Although the trends identified in our data appear to be occurring in
other states,* the Texas nursing home market is distinct in important ways. According
to recent OSCAR data, for instance, Texas has a larger share of for-profit (83.7 percent
vs. 66.9 percent) and chain nursing homes (64.5 percent vs. 53.6 percent) relative to
the national average. In addition, Texas has the ninth lowest occupancy rate in the
country (73.2 percent relative to the national average of 84.3 percent) and one of the
lowest Medicaid payment rates in the country.

Another distinctive feature of the Texas nursing home market that has likely played
a central role in spurring changes in nursing home ownership in recent years is the rise
of nursing home litigation in the state. Along with Florida, Texas nursing homes were hit
especially hard by the rise in malpractice litigation that occurred in the late 1990s and
early 2000s,'? possibly leading to increased use of corporate structures to help shield
parent companies from potentially costly lawsuits. Restructuring can help protect
owners from a range of other liabilities as well, including sanctions related to oversight
of the Medicare and Medicaid programs and liability under the False Claims Act.™®
More specifically, restructuring can limit the reach of sanctions to individual facilities as
opposed to entire chains. At the same time, driven in part by liability trends, the larger
for-profit nursing home chains exited the Texas market, selling their facilities to private
investment companies and others. Similar to broader trends nationally, private investors
purchased nursing homes and, in the process of financing these deals, often created
companies with re-organized asset and management structures.** For instance,
investment companies that previously focused on properties such as hotels and
shopping malls saw opportunities in the nursing home sector that were shaped by real
estate values, inexpensive access to capital, and reliable cash flow for operators.

1 Duhigg C. At many homes, more profit and less nursing. New York Times. September 23, 2007; ALl.

12 Stevenson DG, Studdert DM. The rise of nursing home litigation: Findings from a national survey of attorneys.
Health Aff (Millwood). 2003; 22(2):219-229.

3 Casson J, McMillen J. Protecting nursing home companies: Limiting liability through corporate restructuring.
Journal of Health Law. Fall 2003; 36(4):577-613.

14 Stevenson DG, Grabowski DC. Private equity investment and nursing home care: Is it a big deal? Health Aff
(Millwood). September-October 2008; 27(5):1399-1408.
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Of course, nursing homes are different from other commercial properties, not least
because of their mission to care for a frail resident population. In this context, it is
important to assess the relevance of data on corporate structure and how it might be
used by stakeholders, something that has been at the center of proposed legislation
about nursing home transparency and accountability. We will focus below on the
potential use of detailed ownership data in regulatory oversight activities.

Federal and state quality assurance efforts generally focus at the level of the
individual nursing facility.™ In the context of chain ownership, this approach implies that
state and federal regulators typically do not investigate or sanction corporate culpability
beyond the level of the facility. If quality of care is heavily influenced by practices,
policies, and systems inherent to ownership, regulators’ facility-specific approach might
be ineffective and fail to identify root causes. Switching to a broader regulatory
approach is not feasible for the survey and certification system but could be a central
feature for quality improvement organizations identifying areas for improvement. More
important, a reformed approach would extend responsibility for resident care beyond
where the line has been drawn previously at the individual nursing facility. An important
example of this approach is the Corporate Integrity Agreement model used by the HHS
Office of the Inspector General over the past several years with 15 corporate nursing
home providers.*®

To raise a more specific question relevant in the context of the detailed Texas
ownership data, what should be done to ensure accountability in the context of complex
ownership structures, especially where it can be unclear which entities have
responsibility for resident care? Should responsibility extend beyond entities that sign
provider agreements with Medicare/Medicaid to other parties that are ostensibly not
involved in caring for residents? The answer seems to depend on the extent to which
these other entities directly or indirectly influence resident care processes, something
that remains unclear.

In the context of this uncertainty, a possible use of detailed ownership data in
facility oversight is to monitor involvement of investors (whether of property,
management, or operating companies) in the nursing home business and to use this
information at the point of licensure application. Indeed, this is one of the primary
functions of the OMT data in Texas. If an entity involved in a nursing home sale or new
application for licensure has a previous history of being associated with substandard
care, detailed ownership data can help flag these instances. Armed with these data,
licensure agencies could identify bad actors and introduce potential safeguards to
lessen the potential for future problems. In addition, having detailed ownership data
could be a useful point of leverage if facilities in operation are unable to meet their
regulatory obligations (e.g., hiring a temporary management company or paying
financial sanctions). More broadly, detailed ownership data could be useful in
determining the factors that influence the provision of excellent and poor quality nursing

15 Testimony before the U.S. Senate Special Committee on Aging by Kerry Weems. November 15, 2007.
16 U.S. Office of the Inspector General. Nursing Home Corporations under Quality of Care Corporate Integrity
Agreements. Washington, DC: OIG; April 20009.
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home care and help delineate the role of ownership in its provision. Greater
investigation into these topics by researchers could help advance these objectives.

One outstanding question in the collection and maintenance of nursing home
ownership data is whether it has relevance for consumer decision making. Any
collection of detailed ownership data would occur alongside ongoing efforts that have
developed over the last decade to collect, maintain, and report a wide range of nursing
home data via the Nursing Home Compare website and assorted state reporting
sites.'”*® As a result of these collective efforts, information about nursing home
characteristics, staffing, and the care that is delivered is much more widely available
than it was in the past. To some, offering consumers further information on nursing
home ownership and corporate structuring could offer another piece of valuable data for
consumers to consider in choosing the right nursing homes. Yet, given the complexity of
these data and the difficulty consumers may have in navigating the information available
on Nursing Home Compare,* the use of such data in regulatory oversight seems to be
a higher priority. In fact, given the questionable usefulness of these data to consumer
decision making (e.g., in discerning a reliable signal related to quality of care),
policymakers should be cautious in adding complex ownership data to the wide range of
inputs already available to consumers about nursing home care.

Importantly, the collection and use of detailed nursing home ownership data should
be guided by several considerations.”® The ownership data that are collected should
have relevance to their intended use, they should be comprehensible to the parties that
will use them, and they should streamline the cost of data collection to the extent
possible. If detailed ownership data will be used to monitor the involvement of
potentially bad actors in the nursing home sector, for instance, the data should be
flexible enough to execute queries of particular entities based on parameters of interest.
In the context of the Texas OMT data, the complex structures that are used and the
multiple layers of ownership possible for operations, management, and property
investment imply that a simplistic, flat-file approach would likely not prove dynamic
enough to meet the demands of the data. Indeed, a hierarchical, relational database--
which Texas uses--seems necessary to capture this information sufficiently.

Presuming the current push toward transparency of nursing home ownership
continues, progress to use these data productively will depend on multiple factors. Most
obviously, detailed ownership data are not yet available nationally. CMS-maintained
PECOS data could serve this role in the future; however, the PECOS data have not yet
proven comprehensive or reliable enough for use. Once these core data are in place,
important analytic questions remain, namely whether and how nursing home ownership,

17 Stevenson DG. s a public reporting approach appropriate for nursing home care? J Health Politics, Policy and
Law. August 2006; 31(4):773-810.

18 Castle NG, Lowe TJ. Report cards and nursing homes. Gerontologist. February 1, 2005; 45(1):48-67.

19 Shugarman LR, Brown JA. Nursing Home Selection: How Do Consumers Choose? Washington, DC: Office of
the Assistant Secretary for Planning and Evaluation, U.S. Department of Health and Human Services; 2006.
Available at http://aspe.hhs.gov/daltcp/reports/2006/choosel.htm.

2 \Weil D, Fung A, Graham M, Fagotto E. The effectiveness of regulatory disclosure policies. Journal of Policy
Analysis and Management. 2006; 25(1):155-181.
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including corporate structure, matters to the provision of nursing home care. We
currently have inadequate understanding of central topics around ownership and
nursing home care, including the impact of common ownership across facilities (e.qg.,
does one chain provide consistently better or worse quality of care than another?) and
the potential influence of entities beyond the operator/facility itself (e.g., the real
property owner) on care delivery. To understand the dynamic effect of ownership in the
nursing home sector, a first step is to move beyond the simple distinctions of for-
profit/not-for-profit and chain/non-chain to gain a better understanding of how nursing
home care and the companies that provide it are evolving. Beyond that, however, it will
be important to disentangle which features of nursing home ownership and corporate
structuring are most relevant to resident care and to develop an evidence-based and
streamlined approach for how this information should be used to ensure high quality of
care for residents.
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APPENDIX A: DATA TABLES FOR REPORT FIGURES

TABLE A-1: Ownership Types Over Time

Year FP NFP LLC GP/LP/LLP Other
2000 497 130 121 130 106
2001 517 127 140 160 99
2002 490 141 164 161 98
2003 446 142 169 224 63
2004 436 144 182 270 45
2005 363 142 173 321 50
2006 310 122 197 356 46
2007 164 72 138 196 26

SOURCE: Texas Ownership Management and Tracking Data (OMT).

NOTE: This data used to create Figure 1.

FP = for-profit corporation; NFP = not-for-profit organization; LLC = limited liability company;

GP/LP/LLP = general partnership/limited partnership/limited liability partnership.

Other includes government owned facilities, facilities owned by trusts.

TABLE A-2: OMT Ownership Changes by Year

Year Real Diff
2000 0 0
2001 6 0
2002 41 16
2003 71 27
2004 84 8
2005 80 3
2006 71 12
2007* 80 8

SOURCE: Texas Ownership Management and Tracking Data (OMT).

NOTE: This data used to create Figure 2.

* 2007 results are based on a 2x extrapolation of the first two quarters of the year.

TABLE A-3: OMT Management Changes by Year

Year Real Diff
2000 2 0
2001 19 0
2002 86 0
2003 77 2
2004 108 6
2005 111 3
2006 87 5
2007* 38 8

SOURCE: Texas Ownership Management and Tracking Data (OMT).

NOTE: This data used to create Figure 3.

* 2007 results are based on a 2x extrapolation of the first two quarters of the year.
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TABLE A-4: Management/Ownership Relationships

Year Self-Managed Separate Owner Same Owner
2000 848 34 16

2001 860 45 39

2002 774 133 102
2003 700 169 89

2004 602 228 128
2005 602 199 217
2006 602 181 157
2007 672 182 192

SOURCE: Texas Ownership Management and Tracking Data (OMT).
NOTE: This data used to create Figure 4.

* 2007 results are based on a 2x extrapolation of the first two quarters of the year.

TABLE A-5: Management Company--Relationship to Ownership

Year Separate Owner Same Owner
2000 34 16

2001 45 39

2002 133 102
2003 169 89

2004 228 128
2005 199 217
2006 181 157
2007 182 192

SOURCE: Texas Ownership Management and Tracking Data (OMT).
NOTE: This data used to create Figure 5.

* 2007 results are based on a 2x extrapolation of the first two quarters of the year.

TABLE A-6: Management/Ownership Relationships

Year Separate Owner Same Owner
2000 34 16
2001 45 39
2002 133 102
2003 169 89
2004 228 128
2005 199 217
2006 181 157
2007 182 192

SOURCE: Texas Ownership Management and Tracking Data (OMT).
NOTE: This data used to create Figure 6.

* 2007 results are based on a 2x extrapolation of the first two quarters of the year.
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TABLE A-7: NH Ownership Complexity

Hierarchy Level -- Adjusted Percentage of Ownership

Year 1 2 3 4 5 6 7
2000 29.05% 61.40% 6.48% 2.44% 0.45% 0.17% 0.00%
2001 25.70% 91.98% 8.33% 3.52% 0.31% 0.15% 0.00%
2002 24.34% 58.77% 10.69% 4.23% 1.25% 0.58% 0.14%
2003 24.10% 52.26% 16.24% 4.46% 2.43% 0.42% 0.09%
2004 22.07% 51.71% 14.04% 10.04% 1.68% 0.47% 0.00%
2005 20.12% 45.42% 13.73% 11.07% 1.75% 4.11% 3.79%
2006 18.96% 47.46% 12.53% 9.08% 4.93% 1.48% 5.56%
2007 19.25% 51.13% 15.43% 2.99% 4.14% 1.07% 5.99%
SOURCE: Texas Ownership Management and Tracking Data (OMT).
NOTE: This data used to create Figure 7.
TABLE A-8: NH Ownership Complexity--Levels Grouped

Year 1-2 34 5+

2000 90.45% 8.92% 0.63%

2001 87.68% 11.86% 0.46%

2002 83.11% 14.93% 1.97%

2003 76.36% 20.70% 2.94%

2004 73.78% 24.08% 2.15%

2005 65.55% 24.80% 9.65%

2006 66.42% 21.61% 11.97%

2007 70.38% 18.42% 11.20%

SOURCE: Texas Ownership Management and Tracking Data (OMT).
NOTE: This data used to create Figure 8.
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